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Program Assistance Approval Document for 
Nicaragua 

Your approval is required for an emergency cash transfer of 
$8.0 million from the Economic Support Fund to Nicaragua for 
reconstruction and rehabilitation activities. 

DlS(;Ussion: The recent civil strife i.:1 Nicaragua has strain
ed that country's financial resources and left its economy in 
shambles. The purposA of the $8.0 million emergency cash 
transfer is to provide immediate budgetary support for criti
cal reconstruction and rehabilitation activities and to pro
vide much needed foreign exchange to help maintain economic 
stability and ameliorate bdlance of payment problems. Local 
currency generated by the grant will be used to support a 
grain stabilization program ($6.0 million) and a shelter 
program ($:.0 million). The local currency generated will 
finance the purchases of rice, sor.ghum, beans and corn, 
suppliAs and equipment for the grain stabilization program 
as well as construction materials and contract services to 
repair or replace homes th3t were destroyed in the recent 
civil wa.":. 

Waivers: Section 604(e) of the ?oreign Assistance Act, as 
amended, prohibits the procuremel\t of any agricultural 
commodity outside the United States when the domestic price 
of such commodity is less than parity. Rice, corn, beans 
and sorghwu, all parity items, curr2ntly are selling for 
less than parity. Section 60~ :e) seeks to assurs that the 
foreign assistance program is not managed in such a way 
as to ~epress ~e market for U.S. agricultural products. 
Under section 614(a), the President has the authority to 
waive FAA section 604(e) when it is important to the security 
of the U.S. The propos~d transactions are clearly necessary 
to support the long term political and economic stability of 
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Nicaragua. The President has sign~d the Waiver. In 
addition, because or the critical timing involved in 
imple~entation of these activities, your approval is 
requested to permit ?rGc~rc~ent of off-the-shelf items 
having their origin in countries included in AID Geo
graphic Code 935. 

Justification to Con9ress: Congress held hearings on the 
proposed program on September 11, 1979. The 653(b) and 
Advice of Program Change waiting periods expired on August 10, 
1979, and August 15, 1979, respectively. The objection to 
the reprosramming request was withdrawn on September 13, 1979. 

Recommendation: That you sign the attached PAAD Facesheet. 

-J," <. 7' Approved: __ ~,.'~l __________________ _ 
Disapproved: _______________________ _ 

Clearances: 
LAC/DR, M. Brown 
LAC/CEN, R. Gomez (Subs) 
GC/LAC, J. Kessle~~-i~/~,~~~~-.I-------
FM, D. Stafford (Subs) 
SER/COt-l, \'j. Schmeisser \.lu... ... 
PPC/PDPR, B. Sidman (=S-u~b~s~)~~------
GC, ~1. Ball ;"-,,,,\ / _.::.; l.L 
LAC/DR, C. Leonard (Draft) 
LAC/DR, 1. Levy ;, ~.- .' 
LAC/DR, R. Mathia (Draft) 

LAC/DR:SJacobson:ew:9/26/79:x23404 

date 'it ~h1' 
date 9/25i7~ 
date ',' /.? , II'"/' 
cate 9/26/79 
date '11:.l1~'19, 
date 9/2 /79 
date iI2{-)?; 
date 9/25/79 
date 
date 9/25/79 
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Commodities to be procured with the local currency proceeds of the 
cash gr2~~ include rice, sorghum, beans,scales, motors, pumps, cern 
temperat~rc sensing devices, i~rigation pumps, belts, screws, ' 

_'Le hj~ l~~ • __ se.eds_ .. _~ili :e.r:s..,-ccmcntr:-and- -0 t he+-Gon-S-t l:uc-twn-Ela-t~rial 
I •• rr_ .... ·A ,\;.~; ~':-_I'·:r I' \7. L:.·TI""A:~=- ::I,."CL 

I).S. ~nlr: US: 

.LI":I~ .. d ~ ~ ___ =_ ! ~~~~~~ :.-=:_-:_.s_:_,,~-~-,.-..:-~===_ 
frro ,'O'i~ i ~~~SL.OQ.O_>-QQJL _____ _ 
C:u,h· --$ 8", 0 O()~'Tf1~ _________ , O,n." $ t.llll~JlO 0 ____ ~ __ . __ _ 
___ ~ . ___ .. _. __ ~ __ . ________________ L _________ _ 

T h '! r e c en t c.i '.' i 1 s t r if e inN i car a g u a has s t r a in edt hat co un try I s 
financial resources ~nd left its economy i~ shambl~s. In addition 
top h)' sic .11 C:.! ~l J. get 0 man y 0 f the u r ban' c (; n t e r s, the r c ~ J. S b e en 
severe disruption of economic activity resulting from extonsi~c 
losses suffered by the country's banking, commercial and inclustri:>l 
en t e r p r i s c s . U II C m p lOy:-:l e n tis cst i m:1 t e J t 0 b e a s ~ 1 i ~ i 1 a 5 J f) oJ 0 r t :, e 
1 abo r for c e . .\ g ric u 1 t u r J 1 pro cl u c t ion has bee n s h a r pI:' red u c c jan J 
crecJit is virtuJ.lly nonexistent. CapitJ.l flight has left tlle 
country's foreign exchJ.nge reserves at a precariously low level, 
The country is virtllJ.lly bankrupt. 

.._.-. -.---
The purpose of the $3.0 million c~sh transfer is to provide 
irnmediJ.te budgetary support for critic31 rehabilitJ.tion activlties 
and to proviJe much neeclecJ foreign exchange to help mJ.intain 
econolnic st:1hility J.nJ amelloI'ate balance of pJ.yments nroblems. 
Local currency generateJ by the grant \;,ill be used to support :1 

g r a ins tab il i : .1 t .i 0 n pro ~~ ram (S 6 . 0 nt i 11 ion) and J. she 1 t e r pro g l' a m 
J..i~.~_O~il!.~on-'_._~he l..0_c;.:}.J_r;:urr('nc;:j~~Ql1.Q.Glted I·Ji 11 fin.a.ru:...c-.t.ll.f'_. __ 
l't. C I. '. Jj.'/ , '.:: l .. . ... r L .• ... C r I": " 

1_-
i' -'~~~L;' ( L Ol!"'""~._~ cl !) c 

! -7~~':-,-"-,~~~-;-\"~~r .:;~--- 1~!'=:~~c'- J_ 

C.lA)~;f'I(f\ljO'4: 

1{ iff '1 ~ 
'----'--~----....,;~~~L 1/4114 
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purch~5e of aQ;ri~iJl ~'Jr::t~ ~s;r.m,?,2=- ties, and supplies and equip
~ent for t~e ~raln =~3D~ll=at~~n ~rczr~n as well as construc
tion r:nt(::·L:.l:3 a::''': c=,;-;tra,Cl: 3cl":ices to re::a=-l~ and replace 
homes thdt ~crc ~estrcyed JurinG the recent civil war. 

It i: 
these 
motan v~h=-cles) ~i:l ~c~~r i~ :lic~racua. Approval 8f procure
ment of of :"-thc-shelf co,:":::od::"t5.es, hav::':-1g t;iwir orL;in in counTries 
incl~Jed in A.I.J. G~osra~hic Co~e 935 (Free World), is re~uested. 
Exclusion 0 )rocurc~ent from free world countries would seriously 
18~cce atta ~~ent of U.S. forei;n policy objectives and objectives 
of the fore g~ aSS~3tance program. 
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II. Summary and Recommendations 

A. Grantee 

The Grantee is the Government of :.licaragua (GRN). A Grant 
Agreement will be signed by the GRN and USAID providing up to 
$8 mi 11iol1 to the GR~ in Economic Support Funds (ESF). The 
USAID will si~n separate activity agreements with the ~Iinistry 
o f II 0 u sin g ( ~,!D V) for S 2 . ° m i 11 ion t 0 imp 1 em e n t em erg e n ~ y rep '-- i r 
and rccon:,truction of houses damaged or destroyed by the recent 
war anj h'ith the Instituto de Comercio Exterior e Interior (I:1'CEI) 
for $b million to finance a grain stabili:ation program, under
take needed repairs to silos and other equipment darr.aged by the 
~a~.2~~ ~ur~ha~~ 3d~i~ional equi?~ent to maintain the grain disTri
DU t1 :=':1 S YSTcm. 

B. Go:ll and Purpose 

The purposes of the $8 million cash grant are to provide 
immediate budgetary support for critical rchabilit~tion activities 
and top r 0 \' ide m u c h nee d cd for e i g n ex c han get 0 he 1 p m a in t a in 
economic stability and amelIorate balance of payments problems. 
The GR~ ~ill usc the cash grant to establish a local currency 
account that will be used to: (1) permit I\CEI to purchase 
rice, sorghum, beans, and corn from small farmers in Nicaragua 
in order to enSllre stahle and reasonable nrices for both consumers 
and farmers; and (2) support a shelter se~tor pr~gram for approxi
mately 9,000 urban and rural pOQr people WllO are largely without 
shelter as a result of the receIlt civil strife. The goal of the 
cash grant is to cuntribute to the short-term recovery of the 
Nicaraguan economy. 

C. Outputs 

~1ajor anticipated outputs will be: (1) a viable progralll of pur
chasing and selling basic foods through the Instituto de Comercio 
Exterior e Interior (I:1'CEI); and (2) approximately 1,500 new or 
rehabilitated homes located principally in the Managua and 
Masaya area. On a ~ore gene~al level, the project should help the 
GRN control its balance of payments problems. 

D. Beneficiaries 

Approximately 1,500 rural and urban families in the ~asaya and 
Managua areas, most of wllom are currently without shelter, will 
benefit from the housing program. ~Iore than 400,000 small 
farmers will benefit from the grain stabilization program, as 
will the vast majority of the urban poor population, estimated 
at 250,000 people, who will be abl~ to buy basic grains at a 
reasonable price. 
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E. Inputs 

The $R million c.1sh grant will be disbursed to the Central 
Bank as soon as the agreement is signed. Local currency will 
then he utili:ed for critical rehabilitation activities such 
as those described below: 

1 .. Instituto de Comercio Exterior e Interior 
(I:JCEI) 

a. Local purchase of arains 
b. Emergenc. repa i rs ~nd 

procurement 

2. Ministry of lIousing (~IDV) 

a. Small repairs 
h. Major repairs and 

rehabi1itatioil 
c. Reconstruction 

Sub-total 

Sub-total 

$5,000,000 

1,000,000 

$6,000,000 

$ 70,000 

1,430,00C 
__ 5......;0-,,-0 ~ 

$2,000,000 

I~CEI will purchase approximately 32,000 metric tons of corn, 
beans, rice ::md sorghum. The crops \vill be stored in approximately 
100 storage depots and two terminals .1nd will be sold at 23 
distribution points in rural and urban are.1s. Up to $1 million 
will be u3ed by I\CEI to rep.1ir silos dam.1ged by the recent 
fig h tin ~, and top u r c h .1 5 e spa rep art san d e qui p men t t hat Iv" ere 
either uarna~ed or stolen during the Iv"ar. 

The $2 million will be useu by the ~·IDV to hire foremen and other 
personnel to supervise reconstruction and to pay for construction 
contracts betHcen the '-IDV :'nd priv:lte contractors. The ~·IDV also 
will establish a materi.11s bank consisting of cement block, 
sheet roofing, beams, etc. purchased from local suppliers. 

F. Disbursement Procedures 

The $8 million grant is being provided as an emergency cash 
grant to thp GR;.J. The GR:J will set up an 80 million cordoba 
account in the Central Bank and all disbursements for I~CEI 
and the ~!DV will be from this account. The Central Bank will 
be required to folloH normal financial reporting requirements 
showing how the loc2! currency is used. 
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G. Procurem~nt Proceci~res and Waivers 

Goods and services financed with the local currency proceeds of 
the cash gr3Jlt will be procured consistent with sound commercial 
p r act ice . ~.! \J s t pur c has e s are ex p e c ted t 0 be mad e 0 f f - the - she 1 f 
in ~ icara'-!u:l or tr\lrn nc 19h.:':-l.<:i;:: Central American countries. 
The eligih1e .=~:~"':>2 clr:.c;-:;ri;irl:;{ of:"-he-shelf 2Gr::'T'ooities !"Jill be tr.e 
F r e l' ',\' 0 rId (C 0 de 9.3 5 )"'. ,\ 11 mot 0 r ve hi c 1 e s pur c has e d 1-1 ill be 
o f U. S. JTl3 n ~ [ act u r e . Co r:l mod i tie s to be fin a n c e d u 11 J e r the cas h 
gr~nt incluJ~ rice, sorghum, beans, corn, scales, mot6rs, pumps, 
tcrnpC'ILlture sensing de\'ices, belts, screws, vehicles, seeds, 
fcrtili:crs, cement, and other construction materials. 

Approximately $5 million of the cash grant will be used to 
purcha:;e 32,000 metric tons of :lgricu1t1Hal crops, incluc.ing 
cor n, ~o 0 r g h ml, ric e an J b e an s . S l' C t ion 6 0 ·H c ) 0 f the For e i g n 
Assistance Act of 1961, :IS amended, prohibits the usc of foreign 
assistance funJs [or the procurement of any agricultural 
com rn o,! it:· 0 U t sid e the Un i ted S tat c s w hen the do m est i cpr ice 0 f 
such (('clmoJity is less than parity. The market price of corn, beans 
rice :lnJ sorghum is below t!1e a:uicultural support level. 
Section bU (:1) of the ,\ct permits rne President to authori::e 
the usc of funJs made available under the Act for offshore 
procur'~'nrcnt o[ ugricultural commodities wit) ')ut regard to 
Sec t ion ti 0·1 ie") i fit is de t e r I'll i 11 edt 0 he imp 0 r tan t tot he 
security of the \:nitcd States. 

The needs of tIle people of Nicaragua are immediate, and pressing, 
and the purpo5c of the cash grant can be achieved only if the 
U.S. Government can respond ra~idly to those needs. 

The President has~eteTll,ii1ed that the purchase of the agricul
tural cornmo:lities in :hcaragua is important to the security of 
the United States and approved the waiver request. (See 
Annex 2c) . 

III. Backr,round 

A. Introduction: The Disaster in Perspective 

The damage to the Nicaraguan economy from the recent war is 
incomparably greater than that of the 1972 ~anagua earth
quake. While the amount of physical damage is compar~b1e -
the damage in both disasters falls withi~ the $500-$800 ~i11ion 
range - the economic consequences of the recent war a~e 
considerably more severe. The ~anagu8 earthquake destroyed 
the capital1s commercial center and some of its housing; 
the recent war has sericuslv in~erfered with economic 
activity nationwide, including the planting of cotton and 

:':\ve es~~~~::e that app~' ::i.'~1::cL'~_.-:-.. ~_l'1,l')1...:..:~_1.~be procur~d locally. 
Our.aull~t! to meet urlcnt ~eeds bv Durchasina local supplies and 
equlpment for IHCEI -:l:1J ::he :10'/ is cri tic.al to the success of ~he 
proposed activities. 
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foed crops, the condu::t of c:)r..mer-:ial and industrill activity 
t~~ough looting and destruction of ~nventories, and destruction 
or damage to many ~f the coun:ry's ~ndustrial installations. 
Hous ~~~ ~1r·;~ulJ.-'·/ 1'" ·~e ~l'Pl'e~ 0; ~~60'; \1~n1Dua Le"n ...... ~ 5 J lJ ...... I.. _ _ .... ..... • .. " '- ~ 1 "" "- -' _ ...... ..J l.. _ ..I. .., ...... (..::> , ....J, 

and > ! 3. S ,1'11., .'" 3. sal soh a r d hit ( see T 3. ole 1). T :1 e ..... a r ' s 
i::1;:;.:1':: on the ~.:1:2.nce oi ;;3./~!1.ents, tho;; G-:-oss l)C;;Jestic ?roduC't, 
the fiscal deficit J.nd er.lplo/~ent is par:i:ul.:uly sev,=re. 

While the 3.£or~nent~oC1ed c~fects cf the ~J.r C3:1 ~e q~2:1ti
fied, sever3.l other equally serious csnscquences can~ot. 
E v~"'~l~r 0::: t~e l~f"t"'~ l'n,-l"..le a.'on:J.~f""""'''' ro.: :nan'! of the .. ,- ... l. •• \ ~_' 4- "- ...) ..... ~ 1 ..... ....:..... ~.. 4 '-- ........... Iu. ....... -:1 ...... .... ... .........J.L. • ". 

C':JU,.,6_",S e,.,+-~on-o"'ou"",o: m~~"7°I'S ~.,c: ""''-;''n'c;a.ns· tt-.~ .. " ..... / , ............. !'"'.i..~ •• ,,'- ... __ , i,l .... ~J.I".4.:;._ .... .L ................. __ , .. .1._ 

disru~:ion entJ.iled bv the nation~li:ation of So~o:a's 
est3t~s and :hc need ~o r~JrZJni:e and restaff the ~nterprises 
that he owned; the conf~sicn J.nd uncertainty concernin~ 
t !IC nc'.; ,~;'\'l' r:~;~l'n t' S ;llll il" i C':~. in ten t icC] s, and d i Yec t ion; JnG 
the l(;~;tyucr:Jrj:l', 0;- ~'~'\'C[:lL :,:ev .'iic:1Y":U~U::Jn institutions. These 
Llct'~\rs :::rc ;1:1\'i;I~~, ;:;o,.J hill l"\ntinuc fcn some time to ('xc:-t J 

r!"ufotl:lJ i::TIC~. on ;-1. },'\'-::-1 I~j- i,.\:L':'!::lcnt and economic acti\'it;'. 
~oTcc~er, tje war cc~es a: 3. ti~e ~~en the ~icaraguan econo~y 
was already beset b~ di~~ic~l: ecana~ic crablems. While 
~h~ 19-: ~~rthqu3.~e' ~Ju~d.~ic3ragua in a'rather strang 
Da.:.anC2 ot F3Y::1e.~ts pcs:t:-on, t~e re'~ent catastrophe came, 
at 3. tlne '.~·ne:1 :i1carJ.;ua 13 can:::ran:l:lry a verr ser:OL:S ,3,eat 
S '''''v;r-i"c n--oID''''''l 3." a ~-".;:u·~ OT ~ -:ll;'~'~":lr;"'l -""c:'nt of \"".1. .... - ..... .,;.I. o ~ ..... ,-, . ..J .I. ..... ....) J..I... ..... a -' ...... .J_~ ......... ~_ a~ . .i...J, 

sh?rt-ter~'bcrr?~ing frem i?reign banks inc~rred by bo~h the 
prlvate a~J PUbl!C sectors :n rec~nt years. T~e ~aturlng 
of over $500 ~illion in shor:-term loans in 1979 would have 
raised serious concern even without the W3r and its after
effects. 

As a result of the convergence of these various factors, 
~~c"~"~1ua no'" .ci-,-lS ;+--e'r- in a mc"''' ~es""""J.tc> Sl'''''J.t~on t~at ..... .... J., ...... s ,'I' .... .,J. ... U ..... I"..~..... ..L":'J.. III J l.-..... !-"t..l. ... -..... ~u. ~ ~l 

it only can hO:Jc to cooe with by means of massive foreicrn 
, '" 

econo~ic aS3ist3nce from all prospective donors. Equally 
import3:1t is the for~ulation oy the new governnent of a 
set of policies capable of inspiring the confidence of the 
country's entrepreneurs, managers, professionals, and 
technicians whose full cooperation is essential to ~icaragua's 
reconstruction. 

3. Physical Damage Esti~ates 

Preli::1inary estimates of the physical d3~~:~ ~esulting fro~ 
the rece:1t war is reca:Jit'..l1::.t2d in Tab:e 2. The tot3l damage 
comes t? about U.S . .....,~530.mi~licn, with heav~est d~mage to t1:e 
comrr.er-c:;..;.l seC:OT (:::.;., I) mIllIon; and to r:1anu::actur:ng 
industry (5200 million). ~ote the heavy da~age to inventor
ies: S235 million :or beth th~ c~~~ercial and industrial 



[A::t'::tr-tJ~nts 

Estel1 

f-l.::1tiHJalpa 

niv..l~ 

f-Lu kl<JUd 

ell i IUlldi:.."':Ju 

Clli1llig..llpa 

t-ltSdYd 

1",--61l 

'},(1I'1>.1. 

Table 1 

[W..t}\!iE TO liIilll\N BUIIDINGS BY eI'N J\ND SECTOR 
(In 'l'housands of Cordobas)" 

Conmen::e Industry Services 

47,834 15,592 35,060 

18,094 19,631 

9,877 11,285 

12,414 104,746 4,050 

4,474 1,622 

400 252 

51,540 9,356 050 

53,846 1 r722 27,286 

198,479 131,416 100,044 

Housing 

118,847 

12,022 

12,254 

80,764 

1,823 

388 

43,556 

44,511 

314,165 

Suura.;: Study prepared by th.; Vice Hinistry of Plarmir.'-j, Hinistry of Housing and Settlarent 

• 10 C6rJobas ... US$ldollttr 

Total 

217,333 

49,747 

33,416 

201,982 

7,919 

1,D40 

105,302 

127,305 

744,104 
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Table 2 

NIO_P;'.GJA: P!1YSIC.~ DJ'.1·!l..GE RE...,C"t,}LT:e:G F!ll·1 CIVIL t'li\R 
(In Millicns of u.s. Dollars) 

Housing 

Infra stru::ture 

Edueatien 
Health 
Urban In£rast-~cture 
Telec~.jl.cnic2tions 

Pcwer 
Trar:si=0rt 

Livestcc:.~ 

Manufo.cturi .... -:; Ir.custry 

~.2.c.~ij.e.....' ... v 2.r.d E..:ui;rne.!1t 
Builc:inc;s ar:d L'jst.21.1atiens 
Invcntcri.es 
Froz~, C~ccllc~~le 

JI.ccou.'lts P.ecei'.rables 

camnercial Secter 

Other 

Build.i..,<?s 
F\.l.l:T'i t'Jre and ~""Ui~.....nt 
InvG..,'tcries 
Accounts Fereivables 

42.7 

35.3 

10.3 
10.6 

6.2. 
2.2 
1.1 
5.0 

27.7 
200.0 

80.0 
20.0 
60.0 

40.0 

270.0 

20.0 
5.0 

175.0 
70.0 

5.0 

580.7 

Seurcc: c:P.r..L - :'Jic.:lIagua: PrC7v'eccier;es Eccner.iCJ.s ce lcs 
JI.contecL'!'i e:r.tcs Poll t:c::s Pec~e!1::cs, .:.l":Susc 14, 19i9 on 
the basis CI Cac~ su~?licd DY w~e. C~ve.=r~t cf 
Nicar<::.gua 



-8-

TABLE 3 

AGRICULTUR~ PRODUCTION 

(1958 Cordobas :onverted to US~) 

Year 1977/1978 1973/1979 1979/1980 
I 

Percent Change 

1/2 3/2 

1 2 3 4 5 

Tota 1 $143,020 $164,060 $103,460 14.7 -36.9 

Export Produt:ts 106,870 120,110 67,670 12.4 -43.7 
Sesami 520 650 650 25.0 
Cotton 47,490 52,750 9,980 11.1 -81.1 
Cotton Seed 6,560 7,430 1,410 13.3 -18.2 
Banana 6,320 6,760 5,390 7.0 -20.3 
Coffee 35,160 41,460 41,020 17.9 - 1.1 
Sugar Cane 9,530 10,020 8,500 5.1 -1!'>.2 
Tobacco 1,290 1,040 720 -19.4 -30.8 

Domestic 
Staples 36,150 43,950 35,790 21.6 18.6 

Rice 6,090 7,540 6,380 23.8 -15.4 
8can~ S,400 7,27U 5, SSO 34.6 -23.7 
Corn 6,620 9,?80 4,200 40.L -54.7 
Sorghum 1,950 2,910 2,940 49.0 1.0 
Tobacco 730 820 590 12.3 -28.0 
Other 15,360 16,130 16,130 5.0 

Source: CEPAL Repercussions Economicas de los Acontecimientos 
Soliticos Tecientes, 14 de Agosto de 1979. 
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sectors. In the L!dustrial sector, damage to machinery 
and equipment is heavy. Damage to buildings is only a 
fraction of the damage to inventories in bot~ sectors. 

The CE?AL repc~~ esti~a~es that of the [cur hundred indus
t~ial e:1terprises that were in operation be:ore the conflict, 
about one hundred have suffered serious damage which in some 
cas es resu 1 ted in tot a1 c.e s t r'.!c tio·. of the bui Id i:165 , 
in5tall~~ions, machinery and inventories. About half of 
these ar~ med~~~ 3.n~ IJ~;e. Particularly severely affected 
are the industri~s located on the ~orthern Highway of ~anagua. 
These ;~-'u~~ ~'-~~- i~ ~~~ ~~O'S nf botrlinJ o"lastl'c manu-.t. ... J11... ... L.,;.L: ;:-'..It. ....... ll...~ _ .. .i. ... <1 ...... u. ....... ;. '- - ......... ;:,J ... 

fa~turE, paints, farm toolS, cera~ics, pa?er and printing. 
Substantial damage to manu:acturing establishments occurred 
in Esteli and ~!J.saya. 

The cco~o~~c ~~~~ct of ~~~ war on :hc a~ricu!:urc 3cctor is 
eC1c.:a~>· a.3 ~(:rL;~ls C:J:Jcc~:':l'!~i\'C;-L :hc CO~:itrv's ext-':'J.oTcin2.TV 
dc~cr.d2;,.CC' L:DoT'i,;ric~~·~~l;·(~.' 111(' J\2ricu':':u:-e ~ec:C':- euJ :Jard~ 
cul:"n]', coffee. cotton a:lJ cattle J.ccount for 60~ of the exports 
Forty-six perccl1t o~ the eC0no~ically active population works 
in the ~griculturc sector, and a high percentage of industrial 
investf.lc:nt is fC!und in tile :lgriculturJ.J. transformation and 
agricultural sCI'vice industrie3. 

The h'ar has seriously dp!,lcted .. 
total supply is estimated at only 
normal) : 

': , '. food reserves. The 
":5 metric tons (6~ of 

Food Re<:erve!" 

Crop 

Corn 
Beans 
Rice 
Sorghum 
Total 

Quantity 
(metric tons) 

9,250 
345 
850 
940 

11,285 

The food crop situation is rather aggravated by shortages in 
fertili:er and seeds, supplies, insecticides, tools and other 
equipment, and the working capital required to plan the next 
season's crops. Supply is not expected to increase appreciably 
during the present h.:J.rvest. ~,!aj or fight ing occured. in prIme 
growing .:J.reas during .\pril and :!ay \o.'hen the land preparation 
and pl.:J.nting season began, therebv reducing the spring 
harvest and delaying th~ f.:J.ll planting. The Idtter is limited 
almose solely to SO~·;:Hl:n. 

Currently t~cre appear to be .:J.Jequate food crops planted to 
discount any ~ossibility 0~ ~3jor famine, but future supplies 
and price levels are uncertain. :fuch of the irrigated rice 
lana was experimental and only part has been planted. 



-10-

The above table also shows the negative imoact 
of t~e,war on traditio~al export crops. Cotton production, 
tradItIonally a s~all t3r~ crop, is about 1/4 to 1/3 of 
no;mal and coffee p~oJuction is expected to be off by up to 
2 ~ .; " .~ s are s u 1 t, for e I g n ex c !1a n gee a r n in g s \oj i 11 d rap 
sIgn 1 h cm t 1 Y . 

Dairy, beef, pork, and poultry production also suffered 
severe losses during the waT. The following table gives 
estimates of losses in these areas that are related to the 
civil war: 

Type 

Dairy ~nd Beef Production 
Bull s 

Table 4 

Meat and nairy Losses 

Ir.velltory reJuction in fc:nale co\':s 
Lost mil~ production 

Pori: PI'ocJuction 
[300.)' S 

Sa,i:' 
j'1dr~:et hogs 

Poultl'Y 
Laying hens 
Fryers 

Quantity 

300 head 
100,000 head 

1,500,000 1 iters 

30 head 
950 head 

5, OOU helld 

100,000 hens 
130,000 chickens 

Source: CEPAL a~d Banco de Desarrollo Agropecuario 

C. Impact on GDP and E:nulo;.r7:1ent 

More significant than the a~cunt of the ?hysical'damage are~ 
the consequences in terms of lost production. In the case 
of crop production alone, CEPAL estimates that the production 
in the crOD vear 1979-1930 will be 37~ lower than the level 
of the pre~e~in; ye~~ as a result of the conflict. There 
is no comparable figure for industry. However, CEPAL 
estimates tha: as a result of the conf:ict, emplc:r.nent in 
manu::acturing indust4:'Y declined from 80,000 tc 45,000. 
Additional 2llowance should be :nade for income foregone 
due to the paralrs~s of business establishments, for capital 
flight, and for the "pluncierlng" of foreig:1 excha:1ge reserves 
by the previous govern~en~ just prior to its departure. 
The total fcre:g:1 exchange 105ses through capital flight or 
illicit wi:hdrawals are esti~ated at about 5600 million. 
Thus, the total damage could be estimated at $1.5 to 52.0 
billion, broken down as follows: 

http:product.on


Physical Damage 

Reduction in the Gross 
Domestic Product II 

Loss in foreign exchange 
reserves 

Total 
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$580 million 

$630 million 

$600 million 

$1810 million 
, 

The Sl.3 billion estimate ~xceeds (by 20~) the whole amount 
of the country's 1973 GDP ll. The esti~ated value of the 
physical damage alone constitutes 39~ of the 1973 GDP. 

The Central Bank's projection of GDP in constant 1958 
cordobas for the period :979-30 appears in Table 6. Note 
that the country's Gross Domestic Product had already declined 
by 7~ in constant ter~s in 1973, and is pr8ject=d to decline 
by ano~her 25~ in 1979. A:l sectors are sc~eduled to decline 
this year - agriculture by 3\, manu~acturing in~ustry by 27~, 
cons~T~cticn by 5~~, com~erce by ~2~, and tertiary ac~ivities 
generally by 29~. 

A substantial recovery of the GDP (by lS~) ~s projected for 
1980. The highest rates of recovery are prcjecteci ~or 
construction (l06')), COiTInerce (49°,), power (20°;,), and other 
services (37~). The recovery projected for manufacturing 
industries in 1980 -- l3~ -- might well be greater. On 
the whole, the 19sa ?rojec:~on strikes us as being plausible, 
though conservative. Ra?id recovery in the two year~ following 
a disaster is in line with recent exnerience in other 
countries, notably during the post-e~rthquake period in the 
case o~ :hcaragua (1973-74), and Guatemala (1976-77), owing, 
in large part, to substantial activit:' in the construction 
industry and its ripple e~f2cts on other sectors. While the 
structuT~l problems current~y facing ~ic~ragua are obviously 
much ~ore serious th~n in the case of t~ese ot~eT disasters, 
a substantial recovery of G~P over 1930-81 can never:heless 
be expected, provided the country receives ?r:mpt and sub
stantial economic assista~ce ana that t~e governhlent is able 
to formulate a set of specific policies that are reassuring 

1/ Calculated on the conservative assumution that the 1979 real 
GDP would have been identical to that of 1973 without the wa~. 

2/ Equal to 15,026 ~illion cordobas (in current prices) or 
US $1,503 million at US Sl = 10 cordobas. 



'rable 6 

NIC.1I.Rl\J;W\.:GThJSS rn-iL:.S'l'lC p~~CnLCl' 

(In Hi 11 ions of Qmstant lS58 Cor-dcbas) 

t ~t~S rx -to a':'~;T 1 C P !,o(;lX)cr 
-----

1977 1978 1979 1~80 
---------

:JC:~ L~ i-"J.~, l' J .~~ I. 'f..0f ;:']Cl' 6,822.8 6,355.3 '1,764.8 5,631.7 

Pr jJ._~ly tJ..;tivities 1,497.2 1,594.4 1t39~.4 1,450.1 

! cp- i L:\J II Ult . ..: 961.1 1,034.5 953.0 92,1.6 
1.1 ·.'l __ :: t . ~L 4.Jl.9 41A.1 378.8 454.2 
::.; 1 j 'i 1< -.I 1 t U L L.: 39.3 38.4 23.0 23.6 

I n!lillC..: l'l-u,lu..::ts 5·1.9 57.4 37.6 47.7 1"'1 
...... 

S(-,x.,,;, L11'J A.::. Liviti2S 1,958.5 1,817.0 l,2flO.9 1,530.7 

r'UI ,ll; _;C l Lle.:; Industry 1,599.5 1,597.7 1,170.8 1,321.6 
eL'I!,t n;,;L itA. 3'::'0.4 199.9 92.4 BO.S 
Hi 11 inj 18.6 19.4 17.7 18.6 

'l'~Lllull l~l i 'Ji ties 3,367.1 2,943.9 2,091.5 2,650.9 

G ~Ilil :.t(:c.: 1,468.1 1t~GJ.7 737.8 1,102.4 
c...."lc·, .. I (~ i'.L·\-L·"::llt 3-1·1. \) 311·1.1 1n.O 3~5.9 
'1' l d! L 'L • .! 1 L :.! ... j l',i:t:llin ieu ti ons 373.2 307.-1 253.7 291.8 
I~ .. ! l!:;:1 I I j ,:~dl ,:! :L.~~S al/,j 

(,t i.e: C i-: ! L;: .:: Lil In::;U tutions 2') c:. .: _J.V 210.7 179.1 184.1 
p, / .. \.: L o1r.l L'w L...!lJ 1 e ~Jc.itl.:.L" 1U9.3 US.3 bO.J 1 (,;0.4 
I lull:"; I r. J 3~9.8 296.5 197.-1 2'27 . 0 
uUh..:.c S-.:Lvic<..;.:.; 437.5 308.2 196.2 269.3 

&-..urcc:: Co.;ntL-..:.l B.:.nk of ~ic.::.r.;...gud 

Percc:nt .('~nn:!~s 
--.-----~--.-

1978/77 1979/78 1980/79 

-6.9 -25.0 18.2 

6.5 -12.7 4.1 

7.6 -7.9 -3.0 
5.0 -18.4 19.9 

-2.3 -40.1 2.6 
4.6 -34.5 26.9 

-7.2 -29.5 19.5 

-0.1 -26.7 12.9 
-41.3 -53.8 106.2 

4.3 -8.8 5.::" 

-12.6 -28.9 26.7 

-1-1.1 -41.5 49.4 
11.5 -1.8 5.0 

-17 .6 -17.5 15.0 

-6.6 -15.0 2.8 
-7.4 -H.3 20.0 
-9.8 -33.4 15.0 

-:!9.6 -36.3 37.3 



:0 th~ private sector, 
n~:ian~l or~Jni:~tians 
and credLtors. 
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its t:-.Jincd personp.~l, the inter
Jnd po:cntial foreign investors 

i\' hi',,~ t 11 0 r 0 i s r. are 1 i a b 1 0 d.1 t J. ant hen Ll m b era f p e!J pIe 
curr.'r~tl:: un~::l:)lJ:,cd, it is kno '.-/[1 t:o bc Sllb5~2.:1tiJl. CEPAL 
f'-~~;~I"~('Ul ~h/. 'l"("'''lL1':> 1'-''',,1 OC 'In."·lDi"'· .. ·',"nt I'll l()"'g '(I"l'th ........................ 1.._ ... 11_ (._LL-, ..... '--'"""'4- _ \ .... L'-., '.)',1 ....... 1 ..... .,,1 I. 

rroj·.,?ctllJn Cor l.~':;l)j J11 t;lO b;lSi.3 at pi-oGuction!';~:1ploY8ent 
r oJ i: L.; '.:; i 0 r t h ,-, ::i J. j 0 r c·.: () n 'J;-;1 i C 5 C C to,' sin the b J S eye J. r 1 9 -; 7 . 
Its nroj(·'..:tions for 1~)-:~i :J.:hi 193\) l.SSUi;:cc! const;}nt proJ'Jctivitv 
rJt:.;)s t):'''J:.l~::\')ut the l;t;riod. On the DJsis 0::- thjs'mcthod- ' 
olog}", til'; n:'!::L'~!1Jl l!j:.~::::'ll):/:'1cn: r,1:e (~:"":~resscd;}s a per
cen:::.':·~ oC the tot::l l.l;)or force) Ivas esti.::i:.ltod J.t 33~ in 
197) JnJ 23~ iar 1930. 

',·;hi~.' ::;;,-, u~·.::~~l j:.'::1cnt :'.:lte :r.a:v ' .. ,-ell be Jrr)unJ 33~ in the 
5t:~vl::{: h~~l~~ .}!..O 1~)7~1/ it ar~I)c~lrs u:11i\cl~/ th~lt it should 
r~::~::iil J: ,.:1):,'2 to tit;l:: h.i::;:1 lc"'d i:l 1~10() if it C.:l:l be 
3.s~;:1:~'2i t:1:1t (:1) ~ sUD:::~JntiJl ,1;"OU'-:': of '2COflO;]ic a~::3istJnce 
bee,:';;1:':"; :".';liLl~"'l,~, (b) that !:1UC;l of it C:lll bc quickly Ji.::;
our3'':''-:, a:lJ., (c) th.1t th2 gl~'/2Yn.;:1cnt ','Jil: l~ccPt ~;;p1"c[Jri3te 
po:iciL's. ','ihi1c it ::!ay not bt:; ;Josc;i:)l,t: to return in 1930 
to t:lt": lS~ Ur1C":~lc:"'~cn:: l~2.~e tl1'1~ pr~\/·~li12J in 1073, the 
::: u b:~ :: :" n t i 3.1 r'~ C) -,..- e r y '2 f r, D f' t Ju tis pro j '::; c ted for l~) .3 0 
mig: 1 t be con:; i.3 ~ e rH h'i t ~ J. i C due tic:1 0 i t 11 C' Ll r, C!!1 pIa ym en t 
r3te to J TJn22 oi :0 to 25 peiccnt. 

D. The 2J.IJ:-:ce or ?:lv;nents :'lnd the I:xterr.:ll Resources Gap 

Nictra::,;uats bLllance of p~l>Tlcnts sit:'::1tion is rrojer.ted in 
su:,:::;ary fo~':n i:1 ,.\n:l~x 1, ·,."i t11 su:;;.;crtin:; uara on ?ages :+, 
5 , ~i Ii ~: 7. T i; 0 S is II i f i ': J i1 t poi :1t s s h 0 til d :,; e bar n c in m i r. d 
in interpretill~ ::1i::3 P:'()j<~ctiCjl: first, it is :trc!\llirt::neni.:S" 
I)ricn::c~. It sce:-(.3 tt) JilS',,:cr tn':: l1uC'stlcfl, "i\':i:~t ~·"ou~u imports 
h J. V c ': c b e i n 1 9 7 9, 1:; :) 0, a n J 1 ') S 1 toe n :11.) 1 e the e c c: n a r.1 y t 0 

rep len ish its in \' en to:' i .; ::;, 1:1 J.:--'I.: ,= sse 11 t i :,t 1 r ': p J. irs, set 
econcjilic J.cti"lt/ b:::.c:...:::c :101'::1;12, ,1nJ :;':ll,~r~dly ~et the 
r c c C .1 S t r u c :. i C:l p:- 0 Cc; ::;::; 0 :: £ t I) ;l g c 0 U ;3 t :,' r t ~ II T h II s, the 
pro j c c t ion J s S \.l m cst :~.1 I, s U £ I i ( i. (' :1t for c i : ~ '1 C X c h, 1 n Z e I, i 11 
became available to meet tlle economy's basic requirements. 

ScconJly, the presentation is designed to reveal the nagnitude 
of t!:e external r~s-ou:,ce gaps. Offic':a1 :'let capital inflows 
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show only disbursements of existing loans that have already 
been signed \,i t!lOut making IHovis ion for neh' loans expected 
or under ;1egotiation; in ,1'!dition, ::111 J.;.]orti:J.tion p:1~:::1cnts 
t il a t f J. 1 1 J u e J uri n g 1:) - '} - 8 1 J. rei n c 1 u d e J for ~ r i vat c :1 n d 
off i cia lca~) ita 1, reg a r dIe s s 0 f h' h e the r t 11 e r 3 reo wn e d by 
pri\'ate !):lnks, foreign governr1Cnts or international financial 
institutions, The overall balance of ~ayments deficit is 
approxim~tclv US $826 million in 1979, then declines 
sharn!v to 5312 million in 1980 and to ~l~S million in 1981. 
Over' t~lC t:lrcc >,c:lr ;)eriod, 1979-81, external resour'ces gap 
is ~pproxi;.]ately 51.3 billion. 

S u g g c 5t 1. IJ n s as t 0 h 0 \.; t his de f i cit I, i 11 be fin:ln c e dar e 
extrc:ne1~' hvpot!1etic:ll at thjs time. ,1.nilex 1 ,Table 4 
ShOI,5 the projected financing from all donors (plus refi
nancin~ of t!lC m.nuring Jebt) at S532 million for 1979, 
leavi:1~ .:111 'Jnfinancc~ gap of $704 :nillion. Over '.:he three 
rear period the unfin:1llccd gap is ~)17 million. 

The rt'~~on.:3 for this Llrge bal.1!1ce of payments gap are 
numf'rous. 

1. A very substantial private capit.11 outflow: 
according to the C~ntr.11 B.1nk's still very Dreliminarv 
e " t i rn " t e <: ,- .., n l' t .., 1 fl l' n h t r- 0"" e c t 0 s 0 'n n S.):""7:" 'n l' 11 l' 0 . -- •• -...- ..... ~, --'>,A.l~""(.~ ... __ ,,:-..l ...... lll~ Il ...... j/j;! n 
for 1970. While this amount is treated as a private outflow, 
i tin c 1 u cl est he for e i g n ex c hall g e :: C sou r c C s I, i t h d raw n b v 
officials of the Sono:a government just prior to its cOllJ.pse. 

, A substantial amount of short-term private 
debt contracted by both the private non-b:lnking and the 
financial scctor clue in 19-9. The sum is estimated at $323 
million (See Annex 1 Table 4). 

3. A subst3ntial amount of short-term public debt 
also matures in 1979. This debt was contracted for the most 
part bv autonomous nublic institlltions such as the housing 
bank Ij ancl the ~atlonal Bank wllich had overextended them
selvei anJ rC31i:ed larg~ oper3ting losses 1S a result of poor 
management and political interference. According to available 
officiJ.l estimates, total public sector loans fJ.lling due in 
1979 amount to $281 million, 0: I.hich $147 million l./is short
term debt. 

1/ BA V I :-n c 
2/ Includes obligations of commercial banks that were 
recently nationJ.li:ed. 
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4. Finally, exports are expected to be seriously 
depressed in 19i9 as a result of reduced coffee prices and 
a substantial decline in manufacturing exports. 

On the ass~mDtion that amorti:ation payments due in 1979 will 
be ref ina!:c'.:' 'j (i. e., converte" into mediur.J.- ter:n loans), and 
that capital flight will cease, the balance of payments 
proble8 in :j80 will be limited to the cur~ent account. 
However, th~ current account deficit will deteriorate dras
ticallY in :~at vear. It is eXDected to change frem a $36 
millio~ stlr'llus in 1979- to a $289 million deficit in 1980. 
Expo~ts are ex~ected to decline again in 1930 to ss:~ million, 
or 19~ bela ... ' the 1978 level. The main factor behind this 
decline is the fact that the 1980 cotton crop is expected 
to be so~e 66~ below the normal level owing to the unavail
ability or rcrti~i:er·J..r.d L"1secticices ~t p1J.nting -:::irr.e as hell as· 
in:erf~rcnce ·,.,ri th planting as a resul t cf fignti.."1g. and 
threa ts .. ~./ 

I~ports ~hould he expected to rise substantially in 1930 on 
the assu:l::,::ion th;j~ the intern;1.tional cO;:]'11unitv will make 
foreign e~~hange available to finance reconstr~ction and 
minimur.i cons":lption r~quire!nellts - subst.1ntial increases are 
pro j e c t L' J i n t 11 e i TTl po r tat ion 0 fin t c nil e d i ate and cap ita 1 
goods for both industry and agriculture to renlenish inventories 
and provide spare part~ and r;placement machi~ery e3sential 
to reactivate the economy. Total imports are expected to 
increase from SJ59 million in 1979 to $760 million in 1980 and 
S 7 9 S Til i 11 i 0 ;1 in 1 ~ 3 ::. . 

E. The Fiscal Gao 

The war is expected to have a substantial impact on govern
ment revenues and on the fiscal deficit in both 1979 and 
1980. During the first se~ester of 1979, revenue collections 
declined by l3~ in comparison with the first semester of 
1978 in 5~ite of governillent efforts to raise receipts 
through new tax measures and iillp~oved enforcement. The 
outlook for the second half of the year is considerably worse. 

Current revenues in 1979 as a whole' are expected to decline 
by nearly 30~ in relation to 1978 as a combined result of 
reduced agricultural and industrial procuction, depressed 
business activity, lower incomes, and a substantial reduction 

'if ~Iany planters ""ere discouraged from planting by direct 
threats of vinlcnce during the months preceding the 
collapse of the Somo:a government. 
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in the importation of non-essential consu~er goods throughout 
the year. Moreover, the tax administration machinery simply 
ceased to function in June and July and was still in a confused 
state in August. 

In the area of current expenditures, the Central Bank's 
projection shows a slight increase in 19i9, but only because 
of the substantial increase in interest payments on the 
external public debt. If ~e subtract interest payments from 
current expenditures, the projected level is about $166 million 
for 1~~9 and slightl)' higher in 1~)80. The capital account pro
jection for 1979 is about Sl.3 billion cordobas (SlS0million). 
Thjs includes fairly hi~h amorti:ation payments to the commercial 
banking system. 

The Central Bank ?rojections and the CEPl\ projections both indicate 
a fairly drastic cutback in capital expenditures, other than 
debt amorti~ation payments, from $87 million to $11 million. 
(See .\;;.ncx 1, Table 3). 

Current revenues according to CEP.\L are expected to show a 10% 
increase in wage naYments over tlIe 1979 level as well as moderate 
reco\'erv in other' items. The Govern)Tlent expects to improve 
revenue collection pro:edures in 1979 and 1930 and projects 
that the deficit in current account operations will decline from 
9 0 0 ;n i 11 ion cor Job ;1 s i. n 1 9 7 9 t 0 .\ 3 S III ill ion cor d 0 bas i n 1 9 8 0 . 
(S C e An n e x 5, T 2.~) ~ .:) Cap ita 1 ex r end it u r C 5, 0 the r t}l and e b t 
amorti:ation are expected to return to the 1978 level in 1930, 
while the overall budgetary deficit is forecast at US Sl~O 
million, or slightly helo' .... · the lJ73 level. 

Although based on [Heliminarv estimates the facts that clearly 
elilerge from t:1i5 anal:-'sis are: (a) current revenue collections 
in 1980 \\'ill b~ at least US S30 million below t:le 1973 level; 
(b) the US $~6 million in external debt ~~orti:ation charQcthat 
falls due in 19~9 cannGt b2 ?aid and ~ill requirc icfinancing; 
(c) even after the drastic cutback in actual capital expenditure, 
the overall 1979 budgetary dcficit will reach US 5180 million, 
or l5~ above the 1978 deficit level and double that of 1977. 
Thus, the government is facing a serious fiscal problem at a 
tim e \./ hen 3. J d i t ion aIr e sou r c e s are r e qui red tor e act i vat e 
the economy and begin the reconstruction task. 

F. Rationale for Use of Cash Grant 

The cash ~rant mechanism is the fastest and most efficient \~av 
in which ihe U.S. Government can respond to both the priority' 
needs of urban and rural ~icaraguans and to the country's Dressing 
economic requirements. The country is bankrupt, both with 
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respect to foreign exchange reserves and fiscal resources. The 
situation is especially precarious in the agriculture and con
struction sectors. Approximately25,OOO people are now homeless 
as a result of the war. Feod shortages are becoming more 
common, even with contributions from the international donor 
community. Although corn and rice are now be~ng harvested, 
the commercial and government banking systems do not have the 
resources to purc~ase these products and distribute them 
throughout the country. Thus, the country faces the very real 
possibility of farmers leaving the l.arvest to rot in the field 
and consumers facing spiraling prices for agriculture 
products. 

The proposed cash grant will help aleviate the situation. It 
will :H 0 v ide a p pro x i In ate 1 :' 3:::. IJ mill ion for mat e ria 1 .3 for 
rebuilding homes Jamngcd or destroyed during the civil war and 
approx.if.lately S~. I) '!lillion for \,'orking capital for DiCEI, the 
grain s'...abili::ation in3titution, to purchase part of the harvest. 
An a J J i t ion a 1 S 1 . 0 ~Tl i 11 i on f r om the cas h g r an t \'J ill be use d by 
DJCEI to rcp::lir silos :lnc! procure vehicles and other equipment. 

The C 0 un try's ~ e C:' d s arc i r.llll e d i ate " ,\ n e f f e c t i v e g r a ins tab iIi -
zation policy \\'ill enable the GR\ to pUrC~l:lSe needed agricul
ture prodllcts - at a reason:lble cost and distribute these 
products to the rur(ll and urb:ln population. Delays in executing 
t his r rag r ;l 1:1 J:l a ;( I e a d tall n for e see n 11:1 r d s hip, f 0 0 d s h 0 r tag e s 
COLI pIe c1 \v i t h a !l i ':'. h r J. teo fin fl a t ion in the s 110 r t run and 
jeopardi:e the ne\',' government' 5 Joj lity to develop new progr:lms 
and policy that \'Jill benefit the rur:ll and urban poor. 

G. Imnlic:Jtions of the Analvsis for the U.S. Economic 
Ass is t :; n c e Pro s r :l r;: 

To have maximum impact on the economy's recovery prospects, the 
c~sh grant should ;neet the following c1'i teria: 

1. I:nme::ii3.cy: !:he most desper:lte need is for foreign 
exchange :\Ol'l . .-\id received during the next six months (begin
ning September, 19~9) has a greater v:llue to the Nicaraguan 
econoll1;( th:ln assistance received a year from now. 

2. The program shOUld, If 1t all possible, contribute 
to the reductiDn of both the b:llt:ince of payments and the govern
ment's fisc:ll deficits. 

3. Funds should be channelled into programs that 
generat~ immediate employment. The unemploYQent problem is 
expected to be ~:lrticul3.rly severe Juring the bal:lnce of 1979 
and the first quarter 0f 1980. 
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4. Help in removing bottlenecks to the resumption of 
economic activity in both the agricultural and manufacturing 
sectors. There is an urgent need for the importation of a 
broad variety of raw materials 3nd intermediate goods to feed 
current nrodu(tion and rebuild inventories. There is also an 
urgent n~ed for rEplacement ?arts for vehicles and machinery 
and for new machjnery to replace that which was seriously 
damaged or destroyed. 

H. Policies of the Government of ~ational Reconstruction 
(GR~) 

}\~):,t~~'ity, prc:cuctiC;1, .1!1d cc;ui:-y aye th'2 p:-i:1C:'l~zd 
of the (1\>; I S q,pT.o:·.c~ to t};(! :::0 nu;.,,:: !1t 2. 1 protle~l$ it 

t~:(-!:-l(~:; 
L~.::::s. 

Pub :i ~-: :: ,: '.~ .~) :
of '_':l;~~'»'::~-: 

sl:::.shcci, ::ne 
t :'"'a e r~ 0 '. ~ C 'r 11 ~:l c ~1 :~ 
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pric~·ity ;-:":"_'l:S. Virtually all of the little credit that 
can be safely created is being dedicated to production. 

TLc ~~J\"~~r:;:~~!~:: 
pre '--: L r: t : '::1 w:::~ 
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an~ thJt ~l:~:~:rl-:;n re:,"lI:-::1 ?'!'"'c.)~~·:.i;;L~ !;1L:St no: u:---.. c.~r;":l11lC t~~e 
u r sen L. n ~ :: i 0 : 1:: =_ 11 C l~ t: ~.:; F r ':. '-~ u C '2 t 

Thc' 1)~1:-:1~j.!l'~ ~;~s:,c:.: ~ r a] so prc:;,c:ti:1Z ~!~: [:.cili~~ti!:~ 
its ? i. n c h (~ <l ' ;: 0:: t ;: '2 i !! ~.! u ~~ ~ T' i ~l J. sec tor ~1 ~~ 

rCSOl!rc~::; pC:-;:1i:. 

c ~ :: :- .-: i :1 :; . . ' .. 
~ ,J. _ 

- -." . 
Z J " .. '. (. " I' :. ~ • :~ 

~, I",,, ... , .... 



1. 

-19-. 
"This progr.::lm ... sets the foundation of the new 
Nicara~u.::l and of a democratic state committed to 
social justice, 3nd it initiates a revolutionary 
and nationalistic process of profound transformation 
which will assure full pnrticip~tion of all sections 
in the political life, reconstruction, and integral 
devclopncnt of t~c nation and in the humanist trans
formation of ~ic~rag~an society ... 

(The go~l is) the substitution of the traditicnal 
pater~alistic pri~cipals of govern~ent, wit~ respect 
to the economy, Kith governmental action which pro
motes and stimulates individual and collective 
particip~ltion of all :hcaraguans in the solution 
of their ol\'n problems ... 

A medium-term plan of reconstruction, transformation, 
and socio-economic development will be elaborated and 
executed. Its goal will be the substantial improve
ment of the level and quality of life of our people, 
based on the expansion of national production and on 
equitable distribution of health." 

StratefTv 
..:J. 

By far the biggest constraint on ~icaragua's economjc recovery 
is the shortage of for3ign exchange. High priority import needs 
e.g. for agricultural inputs, agricultural and industrial 
machinery, raw materials and transport -- far exceed its mini
scule reserves, and in the best of circumstances, there are 
going to be shortages for some time to come. 

In order to relieve these serious foreign exchange shortages, 
the U.S. is tentatively planning an FY 79-81 program which will 
disburse about $175 during this period. This will be broken 
down as follo\';5: 

1. 
Assistance Obligations FY 79-81 Disbursements 

FY 80 supplemcnfal 
package 

a. eIP 75 75 
b. Development 

loans 20 17 
2. FY 81 development 

loans 30 5 
3. Title I PL-480 

(FY 79-81) 38 38 
4. Eximbank and OPIe 

(FY 79-81) 40 40 
Total 203 175 
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However, even before any large-scale relief effort, the U.S. 
is planning an S8.3 million emergency progr~m in FY 79. This 
will be made up of $800,000 for operational program grants 
and $3 million for a cash grant, which is the subject of this 
PAAD. 

J. Other Donor Programs 

1. Export Iinport Bank and OPIC 

Eximbank and OPIC lending and guarantees will reach at least 
$40 'million during the FY 79-31 period. As a first step, on 
August 23, Eximbank approved a $7.5 million guarantee of a 
$10 million Wells Fargo one-year loan for purchase of agro~ 
chemic::lls. 

2. lOB 

The lOB has developed a major program of reconstruction assist
ance for the GR~ and it will commit $100 million in new projects 
by the en J 0 fey 7 9, a s foIl 0 \.; s : 

Agricultural credit 
Industri~l credit 
Small Projects 

(5 COOP 10a:15) 
From Venezuelan Trust Fund 

for coullterpart** 
Technical assistance 

$ 43.5* 
30.0 

2.0 

20.0 
5.0 

$lQO.O 

The Bank is also actively working with the GR~ on a public works 
reconstruction pr0~ram for public buildings, schools, etc. on 
the order of 550-565 million to be committed in late CY 79 or 
early CY 80. 

The lOB also has a $87 million pipeline for the Rio Blanco-
S i una h i g }1\'; a y, fee d err 0 ads, r u T3. 1 he a It h, r u r ale 1 e c t r i f i .. 
cation, university education, agrarian reform, industrial 
credit, small city sanitary systems, and technical assistance. 

3. HIF 

The I.: ~as just approved $21.5 million of compensatory financing 
for :.Lar1gua. ~'le are estimating that an additional $117 million 
will be disbursed between now and the end of CY 1981 from standby 
agreements, the Extended Fu.nd Facility, and :perhap~ ..:he Hitteveen 
Facility. 

* including 512 million from IFAD. 
** 25 years at 7~. 
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4. I BRD 

The first ,ost-revolution IBRD team is scheduled to visit 
~icaragua in Septe~ber. The IBRD is considering a $50 
million program loa;, which will start disbursing early in 
CY 1980. ~ew projects are also likely in such areas as agri
culture, power, water supply, and housing. 

The IBRD carries a $~O million pipeline: S18 million in 
po\o/er, $9 million in education, SIO million in ~Ianagila \.,rater 
supnly, and $3 million in rural sanitation. 

5. Others 

Several European countries have contributed to emergency 
relief programs, and some pledges have been made for recon
struction assistance by Germany (SlO.9 million), Spain ($7.7 
million), and Sweden ($3 million). The U~ High Commission 
on Refugees is making available $3 million for housing, and 
Canada has offered $5 million for agriculture, education, and 
health. 

At least five donors in addition to A.I.D. have plans to help 
~icaragua rebuild and repair homes. The United ~ations will 
provide 5600,000 for new cons~ruction and repair of damaged 
homes in the Esteli area and pnssibly elsewhere. The Govern
ment of Vene:uela will contribu~e cash and prefabricated homes 
for approximately 1,000 familie~. FUNDE and CEPAD are donating 
$~~O,OOO for self help projects u5ing A.I.D. funds, and the 
lOB is discussing modific~tion of its housing construction 
loan to include emergency construction. 

IV. Detailed Description of Uses of Cash Grant 

The proposed S3.0million emergency casn grant consists of two 
components: (a) up to ~.O million to finance a grain stabili
zation program, including the purchase of basic grains (Ss.O 
million) and the financing of emergency repairs and equipment 
($1.0 million) for the Instituto de Ccmercio exterior 
e Interior (DICEI); and (b) up to S2.0 million for low-cost 
housing repair and reconstruction. The grant will be disbursed 
to the Central Bank as soon as the Project Agreement is signed. 
The USAID will sign activity agreements with the two implementing 
agencies, I:'~CEI and the ~Iinistry of Housing C'·iDV). I~CEI will 
manage the grain stabilization program, and the :·IDV will be 
responsible for carrying out the housing repair and reconstruc
tion program. The ~Iission is a'_so reauesting authority to 
transfer up to $1.5 million bet~een the two activities. 
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A. Grain Stabili:ation PrograQ 

INCEI's food reserves have decreased tremendously, in part 
because of general disruption within the commercial sector 
which began even before full scale fighting erupted and in 
part because its food stocks ~erc looted and facillties and 
equipment damaged or stolen during the h'ar. Tnis has created 
short term foed shortages. I!owever, perhaps even more impor
tantly, until r::CEI reserves increase sufficiently to. alloH 
itt q s tab il i :: e p ric e s for con 5 u mer s all d fa :r Pol e r s, :! i car a g u a 
will cxperience excessive price fluctuations which in turn 
discourage food gr~jn production. Also, in the short run, 
there is the urgcTlt ~roblem of assuring the purchase and 
storage of the "primcL"a" han'est, whic!1 comr.1ences \vLthin a 
few weeks, at a ti~e when INCEI's purchasing ~ower has been 
drastically reduced. 

In order to deal with this problem, approximately $5.0 million 
of the grant is for budget support to DiCEI. It will be used 
to purchase rice, corn, sorghum, ::md beans from the date the 
agreement is signed through F~bruary 1980. This amount, 
coupled with sales during the period, should assure adequate 
reserves for the draKdohn dUl'ing the mont!1s of ~larch through 
August. 

INCEI plans to purchase up to 50~ of expected crop production 
in its traditional areas of oper~lT.ion. T11e projected purchases 
are: 

Corn 
Beans 
Rice 
Sorghum 

Total 

~Ietr i c 
Tons 

14,912 
3,068 
5,110 
8,829 

31,9]) 

:\.1.0. 
Value 

(US 5000) 

$1,809 
1,046 
1,043 

-.J:..z.l..Ql 

55,000 

'-1etric 
10ns 

10,535 
2,lflS 
3,878 
6,716 

23,297 

Other 
'falue 

(US $000) 

$1,274 
740 
737 
779 

$3,530 

Total 
~Ietric 
:ons 

25,447 
5,236 
8,988 

15,545 

55,216 

Value 

$3,083 
1,786 
1,780 
1,881 

$8,530 

I~CEl's most pressing needs over the next two years are: 

1. O~erating Capitn~ 
2. BuJget Support 
3. Repairs and Reequ~pment of Storage Facilities 
4. Replacement of Heavy and Light Vehicles 
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1. Operating C3~Jtrtl 

Only l~,Oa~ ~c~ri~ t~~~ a~ ~~Si2 ;r3ins are currently stored 
i n r ~ C:: I \.; :1 :- -;; 11 0 U ::' C s, :1 b I] U t :::: x per c C:1 t 0 fit S tot:11 cap 3. cit Y . 
Abo u t 3, Ii ';1 t J;~" :1:- e ;~ r i \. ~1 t C ~ \' 0 ·,·;n c.~, 1 e J. \' in::, I:; eEl ..... i t h 9, 000 
tons of bJ.s~~ ~r3j~s to CG~t:-ol c~n~~~~r ,rices. This is far 
less t:'an ~::; r·,:(;u.i;·,~-':, In :)L':·~r t'JcGntrol conSClmer prices, 
DI C [I n;; e 1" too u " :: :; J. :: c .:; lJ :..: ~l:: 2:::, (I n ,1 ~ e : ric t O!1 S 0 f b J. 5 i c 
g r a in ::i ,~ S ,n n to:l so f co r:1 , ,J ,J:) IJ ton 5 0 f s c r;; h U;;J , '; , CJ Cl 0 
ton 5 0 f r l :: L', J. :1-': , (i r" ') t·J;; ::. 0 f l>.: J. :: :.; ) , Pre cur ('!':'. (; nt, 0 f the s e 
b;). 5 icc r c :;~; .... ill c ',' ':' t :.1 b G :1 t :.:: Tn i : 1 i en. T 11 C ~/ \.; i 11 0 c cup y 
a b () l't - ~ t~'; r I ,'I ',' (", T '. . - ~ .., 0 -" ~ "" ; •• " i' t '" t 1 vL I)nl..' .1 •• _ 0 .... ,~~.:-, :::-~o,~~e l.,,~,.l'-l.~:, pr~\J. .;. 5 OC.-:5 

h' i 11 :..I ':' L' a :;, J. -.: ~\ -:. t i~ nl ~ r:: r: c - t :, i r.l 0 f s ~ 0 r 3. g e c;). :'1:1 cit y and t!l e 
remaininl' :::1:'1'-': ',;ill ~,c 3\'li;JJle to i1J.nJle food ionations and/ .' 
or 5 u r p III s r r 0 J Jet i ':::1 , 

~hile it IS ~os,,~~:c ~or a ~rice sta~i1i:ation program to break 
eve:1 0 r 0 ~j ''; r :1 t c :.1: ::. :' c' ;) :: j ::, ~: 0 s t b:1 sic s r::. i r. pro:; ram s los e 
m 0 n e:', J n j I \' c: ::: ~ :: 'i :: 'J ;:' ;~. :, :; ': c xc ~ P tic n . :J n h' i s e p ric e fix in g , 
un :1. ere':' t ~ ::: J :: ion 0:' c C := : s '0:: 5 e r \. icc S ,1 n J pol i tic ell f:1 C tor s 
have cont~~~JteJ ta its current dobt of J.bout 521 million. 
It is \·:r:~:"'::ll~.·: ',,;i~~o\j~ c:1sh. It.s nor~lJl yearly o~erJ.ti;1g 
b li d .:r C' t i::: J. h 0 u :. ~ 1 .:; ;:1i 1 li 0:1 . I \ C [J ::: u s t s t J. r tit 5 \(,' a r 1 v 
a c q ;1 i 5 i : ~ := ~ .: ~,. ,: 1:..-: ~ ~..: :- i 1:. ;: S C ;J : C ~ ~ c r 1 ,] ~ ~:, .3 0 t :1 ~ t 3. 1 i c? e r .:1 tin g / 
pur c h 3. S e ,: » s :::, ~Hl 5:' co;n c :- r 0 ~l t;, e J u J.'. '" t :1 n d not [ r 0 rr. g r os 5 

transactio:; ~Jr~i:;s, In essence, I\CEI will run a ~udqctJ.rv 
deficit 0: ~~~O,000 ::or the 13.5t ~:1lf of CY 19-0 and aSout ' 
Sl,OOO,0~J in C~ 1)3J. Trans~ction m3rgins s~oulJ catch un 
and ooco::'.o ::..111'1 1\':1i1ablo i.n CY l:JSl. -

~. RcoJ.irs anJ ~e-coui~~cnt of StorJ.~c Facilities 

Reports from m~re than 1 ~J storage areas ~nd the three ~ain 
tcr~in3.ls l~otal stora;c c~pacity of 3,3~0,OOO oq) indicJ.te an 
immeJiatc necj far equipment rcolaceDcnt, repairs and cl~ferrcd 
rna in t en an c c tot :111 i n g a h out :: 1 . ", mil 1 i on . S 0 III e 0 f the s e !' e 1". air s 
will be Jone in t~c Se~to~ber-Decc~ber neriod, but ;;Jost c~~ 
probJ.bly 1)c Jefc:rrcJ u~~il into 1030. ;\11 mtlst be :o7i1TJle~~(., 
h 0 \.; eve:-, ':; \' .s e:) t (: ~1 ~) C r 1::' 3 0 i nor d e r for I \ C E Ito a chi eve :- u 11 
operiltian:1'~ s~~::c.:s. The '!ission hilS completed a detailed 
i n v e n tor:; J ~ C :l C ~ S tor a g c fa c i 1 i t Y . E ~l C !l h' i 11 be res tor edt 0 

its ori~i~11 ~onJition so that it has sufficient materials and 
equip~c::;: '_J buy, test, cleall J.nd dry J.nd store the basic 
grains. In :lJJition to financing rep~ir of the facilities, 
the cash grant will be useJ to purchase scales and electric 
rn 0 tor s t h:l:: ',,' c :- est 0 1 c n J u .' i n g the h' a r, rep 13 c est ole nor 
damJ.gcd tc~perat:..lre sensing Jevices, and r0place belts and 
screws. 
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4. Vehicle Rcolacement , 

The cash ~r3nt also will be used to replace passenger vehicles 
and tr"Jcks ~:~:lt \;2:"(,' rer;J·::-reJ lJ!!servic;]blc during the civil 
\olar. The Ji5:'c;rseJ ~,l.CHC of producing and consuming areas 
requires close supcrvisiJn and freql~ent s~ifts of basic gr~ins 
bet \'i (' e n ( () lie ,: t i (") n J. i1 J s tor age poi n t 5 • 

B . L 01\' c: 0 S t ! lou:) in 'j R c n:1 irs and R e con 5 t r u c t ion 

ApproximJ.tcly S~.O million I,ill be used for housing ieoairs 
for disaster victims who are poor or disadvantaged. ~o AID 
funds will be used to repair commercial structu~es. 

The ~linistry of llousino: estimJ.tes that the damage to housing 
in ~;icara;u3 is approxi~atelv 536.2 million, including more 
than ~,I~J homes Jestroved. AID funded repair work will be 
1 0 c J. ted r r i:n:H i 1 yin :' b nag u a 3. n d : 10. say a . 

Housing rcrairs and construction to be financed by the ca5h 
grant fall ~nto three categories: 

1. ~·linor da:na~T,e to be repaired through self-help methods 
by O\.;ner or OCC:U;I:i'1t - S70,OOO; 

2. 'lajor rep'1irs and reJubilitatioll bv a foreman and a 
small team of \wrkers under :,ji)\' contract - SI"l30,OOO; and 

3. ReDl~cement with new construction of houses damaged 
beyond repair - 5500,000. 

The :,jinistry of Housin~ Hill establish a materials supply fund 
to purchase basic materials, including cement block, 
roofing, beams, etc., directly from local factGries. 
~Iinistry is designing three housing models that Hill 
to the post ~3rthqunkc construction code. 

sheet 
The 

conform 

Th~ recipients of new or re~odeled housing will be expected to 
pay for the construction services on the following basis: 

a. ~o charge will be made for self-help projects 
restoring individual homes ro original si:e and condition; 

b. Enlarged or improved construction will be reimbursed 
at cost; and 

c. New shelter construction Hill be reimbJrsed on the 
basis of ability to pay. 
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V. Implementation ProceJures and Institutional Analysis 

A. Implcl'lcntJtion Period 

The cash grant ~il1 be disbursed to the Central Bank immediately 
after si~nin~ the grant agrcement. A.I.n. will sign activity 
a g r e e :1 e n t 5 C ;J vcr i n ~ t ~l cpr 0 !! 0 sed S 6 . Q ;n ill ion for the g r a i n 
s tab iIi : :1t ion p r ~") p' a:n h' i t h 1:; C E I and S 2 . 0 m i 11 ion hi' i t h the 
:·linistr>' C1~- ijGusin~. Soth I\CI:I and the :linistry of Ilousing 
pIa n to J i.:) b L: r ::) t' the c J s 11 s r J n t loj i t h in t 11 e n ext six ~ 0 n in e 
mon ~hs. 

B. Implementin2 Institutions 

1. Instituto de COlllercio [xterior e Interior 
(1\(EI I 

Under the 50;;'0::1 Gover:Jmcnt, I:~C[I' s primary responsibility 
was the rc~;ul:ltion of com:1ercc in agriculture production 
( p rill c i p.'1 1 l:c' bas i c g r a ins) by in t ere e:J in gin the in t ern a 1 and 
export!i:::;l0rt .:I:l:'h:ts. I\CEI's responsibdities have been 
ex pan J c J, J r; J i t II 0 \.; reg u 1 .Jt cst he e :(]; 0 r tat ion 0 fall a g r i -
culture products, i~cluJing cotton, :neJt and coffee and the 
imp 0 r tat i 0 I, 0 fag ric u 1 t u r a 1 j n put:: . 

At presc:1t 1\([1 is undergoing reorg:1ni:cltioil and \,il1 prob:lbly 
be upgraJ~J to cabi1l0t level status. The central office ~ill 
consist of J \lini5ter and one assistant and t~o major staff 
offices, tile I~~::icc of Studies and Plans Jnd J COJii!llercial 
Office. Jt plans to i;;]plemei1t its pro;rams through i\ series 
of Empres~s, one for each najor export ero?, c.g. cotton, 
bas ic gel ins, coffee, or mea t. 

At this poi~t, I\CEI's operating policies with respect to 
export creps are still uncertain. T~e immediate prohlem is 
the contiIluiilg management of the Enpresa de Productos Basicos 
essentially basic grains for domestic productlon. 

2. ~!inistr\' of !lousing 

Th e ~.Ji n i s try 0 f H 0 u sin g '.'" i 11 be res p 0 n sib 1 e for reb u i 1 din g and 
repairing clJ.::Jc1ged hor:tes and huilding neh' homes. The "roposed 
project \d11 be under the Jircc:t supervision of a Spel.la1 
Coordinator ',,'ho reports directly to the :·linister and Vice 
~Iinister .. \11 activities ' . ."ill be cilanneled through the :IDV 
Execution a~d Control Division whieh is under the control of 
the Vice ~linister. 



The MDV proposes to establish a materials bank which will 
purchase t~e materials needed for the pr()ject for local 
supplies. ~Iinor Jamage ~ill be repaired through self-help 
methods bv Ohners and ~ith materiais ~rovided bv the ~DV with 
~IDV techn'icll advisors. :iew construction ',,,ill he done by 
construction contract supervised by ~DV personnel. 

Separate accounting and reporting will be maintained on the 
A. I . 0 . f lJ n d s . Un d e r the . .\1 D - :'!D V . .\ g r e e men t t h r e e 0 per a t ion a J. 
steps will be followed to account for how A.I.D. fund~ are 
used! 

1. Identification of specific work to be financed; 

2. ~DV formal request for funds with an approved work 
plan; and 

3. Signed contracts to perform the work. 

The above format ~llrcad\" has been used by the ~.!D~ to rebuild 
and repair damaged homes and for new construction caused bv 
the earthquake in 19 7 7. ~o operational problems are expected 
in implc~cnting the procedure. Coupled with this prior experi
ence, the ~.;~)\' is currentl>" implementing a r.1ajor neh' home 
constrUL"t j'.:'Tl ;,rn~ cct finane-eel hy LllC IDB. This experience 
adequatcl v demonstrates that ~lilV personnel are qualified to 
undert::tke the pLl~chase of construction materials, supervision 
of self-help construction, and contracting/supervision of 
other con~t~uction ::tctivitics. 

VI. Fi~:il1cial PL.m 

The S'~ 1:;i11ion cosh grant will be disbursed to the Central 
Bank as soon as the agreel:lent is signed. The Central Bank 
will disburse: the funds to P:CEI and the 'IDV on the basis 
o f 5 i g ned act i v i t y s 1 J h -Cl \~ r e em en t 5 he t h' e en A. I . D. and the imp 1 e -
1I1<::J1Clng or,?ani:.1Llu,,:.:.::-,e 'Iission estim3tes that the funds 
will be bUdgeted as follows: 

!!inistry of Housing 
a) :·Iinor Renairs 
b) :13jor Re~airs and Rehabilitation 
c) Reconstruction 

Sub-total 
I:-.1CEI 
a) Purchase of B3sic Grains: 

Corn 
Bean 
Rice 
Sorghur.J 

b) Repair and Reconstruction 
c) Vehicles 

Total 

Amount 

$ 70,000 
1,430,000 

500,000 
.$2,000,000 

1,809,000 
1,046,000 
1,043,000 
1,500,001) 

700,000 

300,000 

$8,000,000 
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VI I. Procurement and Disbursement Procedures and Waivers 

A. Procurement with Local Currencv Generations 

The procure~cnt of goods and services with the local currency 
proceeds of the cash grant will be made consistent with sound 
commercial ;lfacticcs. Off-the-shelf purchases \"ill predoTilinate 
and commoJi tics of Free ~\'orld (Code :J35): origin I-;'ill be eligible. 
All motor \'ei1icles purchased ""ill be; of U.S. manufacture. The 
GR~ will be required to submit perioJic reports on pr6curement 
and cJli s b ~lf S e ':ll' n t act i v i tie s s h 0 \.;i n g 11 0 W the fun d s are b e in g 
s pen t. 111 e com mod i tie s t 0 be fin a n c e d \'; i t h 1 0 cal cur r en c y 
proceeds under the cas)1 grant include rice, sorghum, beans, 
corn (approxil:lately 3~ ,000 mt.), scales, motors, pumps, temper-
a t u res ens i n g d e vic E' S, P u m P s, bel t s, s ere \\' s, v e h i c 1 e s, see J 5 , 

fertilizers, cement, unci other construction materials. The 
purchase of basic agricultural proc!ucts is authorized under the 
pro\'isions of a \v'aiver described below. :ior.22 !"T"l regtl1a.-::'::'c;.s 
cGv~~'in~ t~l:; ~-':"':~t=IY~r-r: c: g-:-:=,.cs G_nd s·~r/ic~s ·.·ji~~ te :cllc~ ... ~~:(i. 

B. ',\'J i ve r 

Section 60~(e) of the Foreign Assistance Act of 1961, as amended, 
prohibits the procurement of any agricLlltural commodity outside 
the United StJtes \,'hen the domestic price of such commodity is 
less than parity. Rice, sorghum, and corn. all par~ty items, 
are currently :)ellin~ for less than parity in the United States. 
Section 60~Cc} sceks to assure that the foreign assistance pro
gram is not managed in such a way as to depress the market for 
U.S. agricultural products. The purpose of the proposed pur
chase is to :"JCrrnit the CR:\ to purch:.lsc b:.lsic agricultural 
products from small f:lr:r.ers in order to ensure stable and 
reasonable prices for both consumers and farmers. This will 
ass u rep u I' c :1 :l s e 0 f t 11 e cur r e n t c l' 0 P des pit ere c en t s eve r e 
market disru!Jtions ~nd will eliminate excessive price fluctu
ations and will contribute to the interim recovery program for 
Nicaragua. Under FAA 6U(a} the President has the authority to 
waive L\r\ 6C1-1(e ') when it is in the best interest of the U.S. 
The proposed transactions are clearly necessary to support the 
long term political and economic stability of ~icaragua. 

C. Disbursement ?rocedures 

Since the needs for foreign exchange and budgetary support are 
so critical, the entir~ cash grant will be disbursed upon signa
ture of the emergency cash agreement. Concerning the expected 
drawdowns of local currencies, I\CEI will spend approximately 
$ 2 . 5 mill ion in 0 c t 0 her r~ 0 v e m b (! r, 1 9 '7 9, and S ~ . 5 mill ion in 
April/'.Iay, 1030, to !iurch:.lse Jasic food croI's. ~Iost of the 
remaining $1.0 million ~ill be used to purchase badly needed 
equipment and supplies to ~cesta.blish its marketing and 

*Pr8curcme~t ~r8m Cede 335 is cr~~~2al ~c t~c ru~cess of ~he pro
posed 3.c?:"vi -::es ... T~Le requ~r~2~.c;"'.ts of I:iCEI a.nc. ~he >!r~/ are lJrg8n~ 
and can ~~ ~~: ~~:y ~y ?erml~t~ng ~he S~N to procure c~~-the-shel~ 
and from neighbor:ng 2ountries. 
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distribution network. Under the ~DV timetable, the 52.0 million 
will be disbursed over a 7-month period. ~Iost of the grant will 
be needed Juring the first 3-4 months to purchase supplies and 
eq'lipment for a mJteri~ls supply bank and to finance construction 
mobili:1tinn cxren~r~. Thus, local currencies are expected to 
be utili:ed quickly, supporting the initial disbursement of 
the full $3.0 million. 

Upon deposit of the $3.0 million Wlt;l the Central Bank, a 
special l~CJl currency account for up to to million cdrdobas 
will be established. The Central Bank will submit periodic 
reports describing the commercial transact~on5 to USAID. 
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2. 

3. 

4. 

5. 

6. 

Table 1 

NlCAPJ'G't.!A: sc,~·,:-.R! CF :a;..r';'l:C CF ?~·~:rs 
(In ~.illior.s of U.S. DJllars) 

1977 :978 1979 

Cut::-e..r:.t .~.C:Cl.l.lt 2lar'.ce, ~ret -175.7 9.9 36 

Trace 3al2-o;ce , Net -101.8 52~1 109 

E:<;or-....s (rC3) 1/ 636.8 646.0 568 
L'i'iports (elF) 2/ -738.6 -593.9 -459 

8er'rices 3al2.I'.ce, ~·:et - 84.9 - 52.2 -143 
T~" ~ c: .: =' ,-.,. _ .......... .-J __ .:J, ~:2:' Ir.1) 1.\J.lT lIT 

Private C2ci ':.3.1, ,,-;-
~.c::_ - 62.6 -275.1 -698 

Direct I:.ves::::-ents 10.0 7.0 2 
I.oc.n Dist~e::-.E.;-:'t.s 16.0 9.0 -
fficr-..iz3. ~:'cr. - 9.0 - 10.0 -323 3/ 
Come..!:' ci 2.l. r-.--~ 0; ..... .---"----~ ar.d Ctl-'.'2.r' 

(Capital FliS;--X :::.r~ ::r=~rs ~ .... 
-231.1Y -377~ ar.d Onissic::s :cr 1979-81)- 79.6 

Official '-"::JT""'I; ...... ~1 ~':et 196.4 50.9 -164 --- .... ----~, 

!.Dan Dis::t.:rsec.er.ts .Y' 245.3 101.6 115 
Arrcr'-~:::a coni! - 50.2 - 52.2 -281 §! 
Other 1.3 1.5 2 

Arrears 39.4 

Errors ar.d Or.issicr.s - 14.7 - 10.3 

Overall 3a12nce (: thrcugh 5)- 56.5 -224.3 -826 --
(Finarci.o;g of c.eficit on follcwiI1g page) 

a/ P:'O]ec':eC as a res:..ct!al by t.~e Cent:=al Bank 
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1980 1981 
I 

-289 -136 

-236 - 88 

524 710 
-760 -798 

- 73 - 63 
-zn IS 

- ~y 25 

25 

- 15 - 34 

100 71 
-117 -107 

2 2 

-312 -145 

http:Ac.cu.nt


ITB 
IERD 

ATC1..:nt 
Aue:2r:'::ed 

$12721 
85 

133-§/ 
Ver.ezt.:.e2..a Ir.vest-

me!lt ~.~ 
ce-.e!" Cc:-::::rs 

20 

(BiL:.t::::.:-3.l) 30 
AID ~:;2'.C! 10 
L'1-.c-u.r-::.C9 ?2"'::-2!1ts '20 
P.er.:. .. ::.?!'.C::':::: cf 

Cebt 

C,:::.,--.,.
-----~ 

203.V 

Refi.! !2!"'~c:~~; ('jf 
~Ec Se~:::r 
D2bts ':0 C2":
rrercia.l 2.2.!'k-
ing ~!st~ 401121 

P.efi."-'..2 . .';c:':-.g cf 
CcnC2ss:'cr'.2....."Y 

Cor.or Ccc:::t=ies 40 

Total $107'; 

8. Uncove->-ed gap t-) ov-er 1979-81 

$,1283 - 966 = 317 

1979 

15 

22 

20 

10 
10 
10 

2,.. ... 
,,~ 

232 

10 

-532 

-294 

(Ccntir.l!ed ) 

1980 1981 

-312 -145 

}\.\7;[.'\ 1 
Page 2 of 10 

Total 
19i9-a:. 

-US3 

Disburserr~~t Proje~-icr;s 

25 40 80 
40 20 60 
40 40 102 

10 
o 

10 

92 

15 

m 

-80 

10 
o 
o 

77 

15 

202 

+57 

20 

30 
10 
20 

203 

401 

40 

966 

-317 
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Fcct::e~s t:) ':'::..1:1e 1 

4/ Ce.nt.:"3.1 S:'..."1.'-< c;r:ljec+--iC:1. The iter!l consists rrostly of capital fligr.t, 

y Cer.t.:"~ :::'l~_'-< ;:!:'::--jC'ctic!1 en tl:e l:a.sis of e.'Xistir.g acti?e lea11s or~::·. 
l>-.ny c.iS:L.:.:".::c::-c;ts =.r.::::' .F.'Cr:.i:atie:1 i?Ci',:'.e.nts of r:.eli leans (i.e., not 
yet sis:GC.) ;?IS e.'{ch:.c.ed. 

§j L-:ch:.c::es S-:cr'.:-te...r:n plblic sector oblisaticns to :oreisn banks in 
1979. 

2! Exc'::'::':';::::: S:O :7.i:1icn :r:m t..'":e Ver.ez-...:ela Ir.ve3t::'e!:t Fund ""t-ich is shc.~71. 

V Si:? 90 :::il2.':'cn (.:..:: ;') + 51)2 17 ;-;Ull':'cn (C:.c2'.d.it':'cnal 2.c.' ... cr.ce) = Sl:? lC7 
mill':'c~ = U.S. $123 ~llicn. 

(US S22 :7li.ll':'c:-d · ... "ill ::<2 SI=EIlt 

It is 2.S~-:T:'"~ t:'.a.:' t.,:....e S2? 17 :7..ill:'cn 
:"'''1 ~979, ar:d t-~~-:. tr-.e ~ ~' r ... lill te 

di.st;zs~ ':"'''1 ~3.r.C~.ES 0: S~O :r.ill.:.c:: a.-r.t.:a.llir L"1 1980. 

10/ P=cject2:i C'" t::e C2":t.:"al :=c....--.2-< en t..'":e a:,s..:It""=--ticn t..:.:at all e."rte.r:-.al 
p.±E-::: C2':t. to t.:-:e ::a-:k':':.:; S',:'st8':1 eutst.:=..-:c.: ... :-:g en C~E!T'.b=>.....!:' 31, 2.973 
will be !:'2:":S:;-2C2.-:Ed. T:--.e ar.cur.-r. is so larse i11 1979 0.v"i.-.g :.0 t:.e 
consic~2.ble a..":'C'-!.:.t a: shcz:::-te......r::1 C2':t cf 2.UWnCTCt.:S l?ublic ins-:i
tutiens t..":at falls dt:e in t..';at yea.r. 

Source: For 1977-78, Ear.co Central c.e )1ica='ac;ua. For 1979-81, projected by 
Ail) Ec:::C':1ic ac.·lise= i.n c1cse =ol2.a.....hcratien wi.t.h sta:::: cf .::cc::G:':'.ic 
Researc!1 Secticn of t..'":e Cental 32.r.k. 



Table 2 

EXl'CRI' ? r:c.:-r:.C:':Cll S 19 -:- 9 - 81 
(In ~ll~~r.s of U.S. ~llars) 

1977 1978 

Taul Cefic:i t, ?C3 636.8 646.0 
~~ic..l1. ~~":=.:ll 2.:--.::: ~·1zui:-.e ?rcc.t.:C:s 4Q1. 8 375.9 

Cotton 150.4 1~0.9 
cof:ee 198.8 199.6 
Seafc:cd. 22.3 14.7 
B2..::ar.as 4.5 4.8 
Tcl::a.c:::o 4.2 3.0 
Ot::e.r 21.9 12.9 
~2.r:t:.£ 2.c~:~e ?::-:c.ucts 225.3 259.3 
Fcccs":.t..:..::~ 84.3 110.8 

~~at. 36.3 67.7 
Sugar 27.8 19.6 
et.:":e.r 20.2 23.5 

h'ccd ?=cG.'..:.C+...s 10.8 9.7 
Te..r"'::'~es 12.0 11.5 
Le3~e= ar.c I.e.=. c.er GccC.s 4.8 8.3 
c:.c.T'T'; -~, .. _._----- ....... ?~c.l:~S 51.0 52.2 
COt".:.:::~eed 3y-?::cdl.:cts 10.9 12.3 
O"'"-her 51.5 54.5 
t',ir.e.rals 9.7 10.S 
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1979 1980 1981 

568 524 710 -
331 281 424 

14s.Y 
--

58 1/ 16:;.1./ 
157Y 19@ 222Y 

12 10 13 
4 8 6 
3 3 3 

10 12 15 
227 233 275 
123 117 137 / 

8821 -=03/ 7 3 I- I-

17 23 25 
18 24 25 
6 5 5 
6 6 8 
6 5 7 

43 49 55 
10 6 15 
33 45 48 
10 10 11 

Y Projected by Central Bark. Assurres t..'1e follcwiJ1g: 

In 1979, e.. .. :;:crt of 2,460, QO.Q..·.C]..;intales at a ;,Jrice of $59.0 ?=r qtU nta 1 
In 1980, e:~c~ cf 913,000 c':':'.lwles a~ a 8rice of $63.0 ?== ~lt3.1 
In 1981, ex:;:crt of 2,579,000 c:uir;tales at a price of $64.0 t:er cui.~ ... "" .. .\..-::.-

Y Projec .... ed en basis of follcNi..;g ass1...-:-:;ticn5: 

In 1979, ex:;:crt. of 1,2C3.,000 ~ltales at a priC2 of $130 se!" 9i-·Y:'3.1 
In 1960, e.:-::::c:-: c:: 1, 2~iO, 000 C?~.":.:l2.es at a price of $160 ?eI cui.~""- , - .--=:;.-

In 1981, e:;:crt of 1,390,000 c;..:.i. '1 t:..3.1e s at a :,rice of $160 ;:er C!Ui::tal 

3/ Assuri...;g 211 el.:~l.:t of alxut 70, OCO , 000 :;:cu.-:ds aI"J:1~:! 11,' aver 1979-81 
- wit.~ an a'le.:-::'C2 ~r:':::e };er ;:ccr.d of $1.25 in 1979, .~:. 00 in 1980 and 

1. 25 iJl 1981. 

Source: For 1977-73, Ce.r:tral EarJ< of ~iC3I3.c;ua; for 1~79-81, 
AID Ec:Jr.cmc .c..G\riscr in collatcratien ·Nit..'l C2l.1tral Bank 
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IMPCR!' PmJEC!'I(1:: '= 
(In Hillicns of U. S • Coll~rs) 

1977 1978 1979 

Total Irr;x:rts, CF 761.9 793.9 459 

Const..m;e~ GccCs 
Non-Dur.::bles 

Feed 

177.0 
110.6 
30.7 

P~.2.C2utical PrcCuc~ 32.3 
Otl:er 47.6 

rurab l.es 66 . 4 

Passer::::ers CJ....>-s 
Ot.1--.er 

43.5 
22.9 

252.5 
!-'..ater:..:.~s :cr .':'.g:-ic'..llture 40.2 
tJ.ate=i2ols for I::cust.....-y 2l~. 3 

Pet=ole~, ~~c~s 

eruce 2..:-.::: ?.:..r-"':'2011 \' 
Re:i.:".c.Q 

Pe co ::.€;'..::; !P.-ri ·v"2. -::i "leS 

ca-;i tal C..::cCs 
j> -9"=':" c.:l-::rre 

Trar.s::cr---.2. tic:1 E0llpre.'1t 
COnst.....~c-...::.cn ~!ate2:"i.als 

Othex 

1('13.0 

78.0 
25.0 

225.3 
19.5 

113.8 
51. 8 
62.0 
60.0 
32.0 

.2 

147.9 
98.1 
31.2 
29.2 
37.7 
49.8 
33.6 
16.2 

217.8 
"j6.7 

181.1 

89.1 

57.4 
31.3 

139.0 
12.8 

75.2 
51.9 
23.3 
25.4 
25.6 

.2 

145 
127 
T4Y 

47 Y 
36 
18 
1021 
821 

148 
20 
128 

88 

70 
18 

78 
10 

38 

16 
14 

1980 

760 

157 
130 
"52::! 

4.0 :i 
38 
27 

15Y 
uY 

250JI 5CP 
200Y 

123 

85 
38 

230 
20 

120 

1981 

798 

141 
108 
33 
35 
40 
33 

lsY 
10 

255 
4SY 

21oi1 

156 

110 
46 

246 
18 

135Y 

38 61 55 _ 

}.! Inclusi::'e cf ccnatEd ft:od. .k!d.iticna1 foed in;:or-...s are esti.'1'.atec. 
as folla.,"S: 
For 1979: 
Corn: 300,000 ~~~~es x $9 pe= quL~t31 = $2,700,000 
Beans: ~OO, 000 c:uJ.::t.J.les :< S:'5 ;;er SU.i.~tal= $6, COO, OCO 
Scrgr.~:lOO,OCO ~~~les x 57 ;;er ~~tal= S700,000 
Rice: 100,000 ~~~tales x S15 ~er ~~tal= $3,000,000 

$13,900,000 

For 1980: 
Corn: 2,000,000 suint31es x $9 ~r quL~tal = .$18,000,000 
Beans: 200, 000 ~-:tlles:< S15 ~...r c;uint.:ll - $ 3,000. 000 

521,000,000 
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Foo~ctes to TJ..ble 3 (cent.) 

21 L-r;;c~s 0: E=r..:u::::"ac8'..ltic3...l ~rcCucts :.r.=ough ~!ay cf 1979 totalled 
$12 ::ti~icn. It was es-.:i.!:"ated tr.at $35 millien will te r.eeeed dcrir.g 
the rest 0f t..l;e yecr to re?lace locted ar.d dest.=oyed inve::t:::ries. 
rvt::st of t..'1is is te.iJ:g !:.rct.:t;r.t in as c.enations. rl f'..1 .. -t..I;e.r $10 r.1il1i:,m 
alle<n2I:ce =or inventory replacerent ' . .;as rrace fer 1980. 

31 Ass..::-.c::. strict c::nt..."'\J1 over ilrpJrtation of r.on-essential consur.er 
- goods ever 1979-81. 

41 .:ulC' .... s for t..':e follCW'.J:.g rates of inve.'1tory replacem=nt .in 1980 and 
-. 1981: 

M3.terials for a<;=,icclture 
M3.terials fer i .... '.custrj 

1980 

$12 million 
$ 55 milli.on 

1981 

$15 million 
$35 r.d..llien 

In t=roj~...i..-:<J' t..:--'e i..-;:cr':. c.e:rand fer raw r.ate.rials ar.d ir:t~.s:iiate c;:xCs 
aCCCt=1t '.vas ~.:e.'1 of tJ:e fae:: t.."'.a t t!:e re:::..!i.=e.'f.e!lts to feed C'..!.rre.!:.t 
out::ut ,,,:'11 2e :::elC" .... ::cr.ral in 1979 and 1980 cwir:g to dcrrase to plant 
ar.d e:::..li:-,. e!'. t . 

i..'1 
51 AllC:'is SSG ::lil2.":c:l/l980 for ~e i.rr-;cr-...aticn of ITEw"1i.r.8rv and r..ar-::s te 
- replace c.est.=::ye:i or G.a.rrased esui.;:rr.ent. F,oughly sinilar allc-.... a:;ce ' ... -as 

Irade fer 1981. 

6/ Ass--=res a..'1 ext"~a recu.i=erent for ccnst...."""'..:c'"'..i.on rraterials of al:cut 
- $25 millien in 1980 ·anc $30 milli ... ·, in 19~1. 

Source: For 1977-is, Cent:'al Bar~'< of Nicaragua. For 1979-80, AID Economic 
~.dvisor in col1al:oraticn with Cent=a1 Bank sta£:£. 
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Table 

PRIVATE SC!':'R :::::~::"~:::;'L f':::'L~':~CL:;r, CBUG-.TIQ:S 
ro EE PAID :;:1 1979 ;'':'iD .~'yCCj? CF ?£?:=~l~IXG RECUIRED 

(L"1 ,Mi.llicns of U.S. Collars) 

Debt Subjec~ ~o Bank Guarantees 

Total O.,-e:: or Fall.:.r:g Dt:e L"'1 1979 

Am:::unt 0:: ::'2reiSl ~-:c!"'...:mse O ... -ed by Cent=al Bank 
1 I to ?riV2:.e Citi:e.:.s =.! 

Total of ;,..tcve 

plTOunt Ir:cl'-!CeG. in P."±~ic Sectcr .~ccunt ?:I 

Total Net P::::-ivate SE:C~r Cbli<;aticns 
Fallir.g Dl:e i..'1 1979 

Net P.rrcunt ?..egri.re:C. PefiI'..ancing 

213.0 

53.2 

56.0 

2.5 

324.7 

50.0 

374.7 

- 51.9 

322.8 

-120.0 

202.8 

.!! Pec?le ·",r.o already ?tid cor::.cbas fer foreign e:-:change (to 
pay detts cr i.7.pCr":s) cut. hc.v2 not receivtrl t.!:e Collar prccce:::s. 

y. Sir.ce 9::::-::.rat8 b.:ir.J<s '··;ere Uke..."1 ever by t...":e gcver..rrent, ':..he:':
debts 'ti€..!:'e '=e2.t.eC as r .Dl.:c se-- ccr o;:'ligatic:;.s and ente.::::-e:i in 
the public SE:Ct.or 3,c:::::t.:nt. 

Sa.r:co Cent=.J.l c.e ~lic.r2.gu::l, Cent=o Eancario 
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N!~C"'~: l'E"lE:r.:.S.;:;o E:'.:~;'J:':1.TIS CC' ::s C:::IT?,;...!.. r::;]I.;' :<!:.:S:T 
(L'1. :--'.i1.licr.s of Q::)r:::.c::"::'s) 

Ina::r.e T :: . .:<e 5 

Prq::~1 

Otl-.er D i.::ect 

Ind.i..!"ect (cn CcnS' ..... -:-'Licn) 

Transc.c----':'c:-:..s & Legal 
D:C't:~:·e. :.s 

1977 

1796 

1638 

392 

274 

62) 

56) 

711 

494 

453 

41 

41 

158 

1462 

PurC::a.S2 of GxCs & Ser-.nces 385 

Interest cn ?iblic Debt 185 

Ext~.al 171 

3. Savincs on Cur=e.'1t C::e.raticns 334 
~ ~--

2.978 

1621 

1448 

363 

270 

93 

6;;::6 

384 

377 

7 

75 

173 

1979 

702 

615 

362 

300 

53 

247 

- 358 

1979 

1155 

907 

228 

173 I 

55 

383" 

215 

207 

8 

81 

248 

2056 

911 

409 

257 

479 

35 

444 

- 901 

1980 

1763 

1575 

394 

294 

102 

679 

417 

408 

9 

83 

182 

Z(08 

1002 

449 

283 

474 

130 

344 

- 485 
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Table 5 
(Ccnti.:"lued ) 

1977 1978 1979 1980 
CE::' iTP~:..L 

CEPAL E.;.lf.c< 

4. Ca D i t.:ll E:.:::::e.;:::':' ~ ze s 1229 1203 899 216 931 . 

Direct. I:: 'le s t:::"E!1 t , "Rea.1" 11 585 402 61 61 402 

Fin.ar.c; ,-' ! I:-r:esc:e..'1t y 212 234 14 14 234 

Indirect L'1v'est::"e..'1t y 206 185 45 44 185 

l.)ebt ;'.rrcr-~Z~ ticn 226 382 779 96 110 

Inte.r.:al 58 69 19 19 

Dct:e.r:1al 168 3D 760 77 110 

5. Total E:~Ci ':'..:res 2691 3182 2955 2272 3139 

6. Overall Sl:-~lt.:S cr Deficit - 895 -1561 -1800 -1117 -1331 

y "~ Di.=~ L;'.'est:::'.e::t" refers to invest::'.:2.'1t directly .mce->-ta.'<en by i:!:e 
Ce.l1tr2..l GJv~::-I2!"X, Sl:::l1 as reec cr sc±.ool ccnst.....-..:cticn. 

y "Fi:",2.!:ci,al !nves~.e:::''' re::ers to Ce.'1C3.1 (;:)ver.-:.:::nt investrent unce.r"', .... ake.'1 
t.~cuS'h an 2.L:':':!'.C::X\..:S i.. ,s:'': ':'J.t:..:.cn ·.·.illc:: c:-..:::.~.."':eJ.s ':-..:r.c.s to t:.e private sec:.or, 
such as a hCUSL;S' ::a.~_:": or ~ ag::-iC'..llt:.rr3.l c:::-sdi:' !:c..~_':. 

It' "Ir.direct: L,'~'es~e-:':s" are ;r2.in.l~' t-~s:2..:'S or st±si.:aes. to pililic 
instit'J.t.icns such as t:::e Cni'le.=sity. 

http:Gverrn.nt
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Table 6 

NI~rl: ?r.;.:~.:m s..:.1:-r< C?z:::rr EX?~~SICU, 1979-80 
(In :1i.llior.s of C::lr::cbas) 

1976/77 1977/78 1978/79 
i 

Tadl D:restic 22.r_~ C::-~..i t 
E:~ .2!" . .5 1 C n 645 1318 877 . 

TO: 
Ce.'1 tr 3.l C-CVe.!:T'.rre.. '1 t 69 579 715 

Auter-arcus I!".sti t'..:ticns g -22 0 

Private Sector 568 338 62 

Scurce: Ce.'1tral Bank of Nicaragua 

19:9/80 

1303 

800 

0 

604 
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LEGAL REQUIREMENTS 



( . 
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A. G[llEr.AL ern Er.y,\ rCR CG'J:n:n 

1. £~~~.~~. HilS i t t..c~n detel1'1incd 
that tr.:? gO·,Ic r r· (!nt of recipi en t cO .J ntry 
has f~ilc j to ' ~k c adequa te ste ~ s to 
prevent nJI'(o L ic!; dru !j ~ ar,d otr.l!r con
troll ed s~ b 5t ~nce s ( ~ S defined by the 
Comp r elicns i lte 01 uq !.lju ~. e rrevE:nt ion end 
Control ~ct of 1970 ) p rcd~ c cd or ~ro
cessed, in \·I t , ol·~ or in p .~rt , in slIch 
country, or trdns~or t ej t h r0~~ h such 
count ry, fr0m bJ i ng sold i l l~~611j 
within t he j ur i~d i c~:c n of such country 
to U.S. G')verr,rlcn t pe r~ o, nel or ~ h(:i r 
dependen ts , or trom entering the U.S, 
unladull y ? 

2, £!.A Sr. ~ . 62CU?1. If a $s ist 3 n~e is to a 
gove rn~(: nt, nns the 5e~rptdry of StJte 
det f t'i.; i r, c. c t ilH it is !'out ,: unt.rol1,'d by 
the ill t!::rl1i1 tiona I CC~~I ;UJ1 i s t l!Iovr:n:cn t ? 

3, FA!, S cs:~~O(Sl. I~ assistance is to a 
govern;:;en l , is the gO 'l crn~;en t 1 i ,1b I e as 
debtor or uncon~ itio:a l SUJ ra~tor on any 
deht to a U.S. ciLiz~ n for goa~s or 
servi.:('s fu r ni ~ r=~ I):' or::!end · ... r'!'! re (a) 
such ci t L:en he.s exh<1 :,:.teC u'lai lt1 !l: e 
legal r e:;"',ed i c's lJnd ( til Clth ~ l~ no '. 
denied or cClilt estcd by such go\'ernr.lent ? 

4, FAA Sec. _~?Qc::')fJ..l. I f a 5S i s talice ; s 
to a gO':Cl'li' ,',Cllt, h,l S it (inclt;ding 
govcrn:nerl : i! ~:E: r.ci es or siJboivi s iei' s) 
taken all· .. "et ion \,hich ha s th·~ eifect 
of nati o~Jlizing, e x ryro~ riat i n g , or 
other~/i ~ (: sc i z i r.q O\';r,e r ~ hi;1 or control 
of propcr ty of U.S, c it iz ~n ~ or entities 
benefic !ally cwnc1 L/ th ~~ ~ith~ut taking 
steps to disc.llJ /'se its ohliSilt!ons 
toward such citizens or entities? 

5. FM_~c, C2·:: r..Q: Ac:~S~~ . ..1"@'. Is 
recipient CO'~n l r) J l.C\-;·:\.nist ccunt/'y? 
Will a 5 ~i s ~il nCQ ne r rorl ~ ~d :0 the 
Ocr.tocr.lt ic. r:"I'ub l ic .l! '; ·,.' rnJr,l (I;('I I·th 
ViclOo) ,~; ), SoutH Vict r. Jia . Cd::lt..od iil, 01' 

laos? 

The Government of Nicaragua supports 
the provisions of the Drug Abuse Pre
vention and Control Act of 1970. 

Yes. 

No 

No 

No 



A. 

6. FM Sec. C;20JU.. Is rccipicr,t ~ountry fn 
any WdY jn ~ol y ~d In (a) 5ubvc r510n of, or 
military ags rc55ion asainst, lh~ Unitcd 
Slates or any country recciv inq U.S. 
a!>!iistollce, or (,j the plannlng of such 
subvers ion or Jg re5sion? 

7. Ft.A Sec. 620l..JJ.. lias tI:e cOt..ntry per
mitted, or fail ed to t~ '< (' a~f'ql1ilte 
mea5ur~s to prevent, the ~ J~~ge or 
destruction, by mc:p action, of U.S. 
propert,Y? 

, 
8. FAA~e.s.JZQll). . If the. country has 

faile~ to institute th~ i n v~~t~ent 
guaranty progl~~ for the spe~ific risks 
of expropriation , inconverti~i l ity or 
confi scilti on, hilS th(! .fdD ';-::~ ini$trat or 
within the past y~ar con~i1ered denying 
assistance to such govcrn~ ent for this 
r~a~on? 

9. FM S~c. ~:'O(o): Fi~hcl""'~~":"00tp:s_tiv~ 
Act, EC . 5. If country IU S ~.;i.~ed , cr 
Th;posed any penalty or s,lnction <'lgair,st, 
any U.S. fishing activities in 
international waters, 

a. has Clny deduction reqllireo by 
Fishennen ':::. Pr"Lcctive Ac~ been n:ade? 

b. hilS cl)"!plete denial of assis~cnce 
been considered by AID Admin istrator? 

10. FAA Sec .~.Qhl!.l.P.P..:..Ji~~ :_5.0,!. (a) Is 
t h~ recip i0nt country in ~~ f l ~ lt on 
interest or principal of '"y AID loan to 
th ~ t country? (b) Is coun t ry ~ora than 
on~ year in def~ult on int~r~st or 
principal on U.S. loan rn .~de ;Jul'$ !J "nt to 
program for w~ ic~ funds a ~ ~ro~ r iated under 
tlj)prop. A~t, unl~ss cebt lia s e,11'1 ie r 
disputed, or appropriate $tcps taken to 
cure defaul t? 

11. fAA Sec. ('20(.?J... What pel'ccnt,H}e of 
country l;u ~~;-ct is fOI' mi 1 ituy expendi
tUrt's? 110;" 1":Jch of foreign '!(Cn,jn9 , 
resources spent on militart ~~~ir~ent1 
How much ~~ ~ nt for the purchd~e qf 
sophi-.ticatc:1 ;'10JpOnS sy~t~s? (Consid~ra
tfon of these poi nts is to t~ coordinated 
~Ii th the U!lreJu for Proor<,m and Pol icy 
Coordinoltic·n, RC'1ional C::;or:lil',;cors and 
Military Assistilnce Staff (?rC/~Cl.) 

No 

No 

Nicaragua has instituted an Investment 
Guarantee Program. 

Nicaragua has not seized, or imposed 
any penalty or sanctions against, any. 
U.S. fishing activities in international 
waters. 

The ~KN is not in default on interest or 
principal of any AID loan. Since the new 
government is bankrupt, some of its 
loans will have to be rescheduled. 

Since the government is new. this infor
mation is not available. Under the 
Somoza regime, the expenditures were 
close to 9.1%of the country's budget. 

\ 
I 



A. 

/ 
, . 

I 

\. 

, 
12. f AA Sc_c..:.....L ltl. lias thp. c",untry 

sever ed dip rv{,Jti c rcl ,nion:; wit h t he 
United States? If so. have t hey been 
resuOled and have nc' .... bil ateral assist
ance a ~rce~en ts been n ~90t ia t ~d ar. ct 
entered into sInce sucn res~mvt i on? 

No 

13. FAA Sec. 6?Ohl. ~:h.:. is n,e pa y:nent 
ilit"liSo'r-u;.? cO:J ntr:,. ' s U . ~L obI i ~ at ions? 
If the country i s i n ~ r r e 1 rS. we re ~u c h 
arrcardr.~ S tak en i to Jccount by t h ~ AID 
I\dll1i nist r ator in Cd('r.;li ni nq t he current 
AID Operational Year Gudget? 

The country is current on its 
obligations to the U.N. 

14. Ft.fI. ~ ( , r.. li? nA . lias thr: country granted 
Sai1ClU-~-I-Y -fro'l1 pro!: (;eut ion to any i ndivi
dual (Ir 9ro\lo I'I:li ch hc:l s co~itt ej an act 
of intern~tiona l terrorism? 

No 

15. FIlA 5?c. 659. If (a ) r.li litary ~usc is 
Yoe il t'CTTr1rec i pi ent cCJlIntry. end "IllS 
cons t ruct ed or i s bcin~ [a~ n tai n~J or 
opera t ed wi th (unes f ll~ n i shc~ by t he 
Uni ted Sta t es. and (b ) U.S. per sonnel 
carry ti t mil ' t il ry on,'rati or. s fr:in such 
base, tW 5 th~ Pre!; racll t ciet e n~l i r,e d t~ld t 
the.> gO V(l 1'n:,lent of r ;:oci;:lient c\) lj:1 tr:/ has 
author izcd r c~u l a r e ~ ce5 S tCJ U.S. 
corrc s pondent~ to ~u c h base? 

Nicaragua does not have any U.S. 
mi 1 itary ,bases. 

16. FhA Sec. 666. Does the country object. on 
basis of race, rel igion, national origin or 
sex. to the presence of any officer or employee 
of the U.S . th~re to carry out economic 
develop~ent program under FAA? 

11]': FA~_~~,~ _y, 9 _ lias the cO'Jntry delivered 
or received n:J c ea r rcpr0cessing or 
enric!l',:,~ nt (! q tli~i:nl? nt. r.:.ltcl-ials or 
technolo gy, \'I ~t llout sp ~ciiicd arrangements 
on safeguards, etc.? 

18. F/A Sec. 670. fi ,)s the cou ntrv del ivered 
or reet iv ec! /lllc lc il r l'I';o roc 0ssinn. 
equi pm~n t, e~ tcr ial or ' t~ :hnolo ~y? Is 
the country rot il "nu cl ~ar-\'I~a pon st Jte" 
as defined in ~ r ~ iclc IX(J) of t~e ~uclcar 
Non-Prol i feration Treaty and on which 
detonates a nuclear ~xplosive device? 

19. ' fi'}. $ c_~!..J..Ql. Has the country cenied 
ftS'C1t jzens the ri gh t or OPPol-tunity 
to cmisrote? 

Sf'cul"ity Sll rn',crti'lCl f,s!:istllr.CC Country 
r;,rrC"rI !l I 

a. FI'A $(>c. ~02=l _ f: .. s the Dep,lrti,lcnt of 
Stilte ~i:1:Je(Tn:~'(I :'1 S •• nL:n indiCJte that 
the country ~~~ ~n~a~cJ in a consistent 
patlern of ~r~ ss li oldtions 0f 
1nt~rn J tionJlly r C' 0 1n iz ~d nU~ )n rights7 
If so, is prD~r"m In JCCOrddnce with 
pollcy of this Section? 

No 

The country does not have any known 
nuclear reprocessing eq ipment, material 
or technology. 

No 

No 



81 

b. FAA $,'e:. 5J1. Is th~ fI'5l;fstanc~ to ba 
furnl~heJto--.l-(rll~nJly country, organlza
tton, or body al1giblc to rec~lve 
asshtanc~7 

c. FIlA Sec. foO 'J. If cor.r.,odft1es .,rc to 
be gr.ilifc-d::O- thJ t S'J I e proceeds ~l1ll 
tlGHu(' to tt:~ rct;f p'tn~ country, have 
Spec lal flcco lJnt (cO:lf\terpar~) arrcinger:;cnts 
been made? 

2. Ocvelorm('nt AS'5istanC'!.' Count ry Criteria 

a., £:.~.--,~:~._Hl? (c)_._G~L, I!~'/C crl teri Ii 
been ('s t.1hiis~l'd , cl r.d r.a;:en into account, 
to assess co: ; ! ~ i tr:-.enl ~nd ;Jrogress of 
country in eff('ctlvelj' irl'lc,lving the poor 
in deve lO~~tnt, on 5uch inGex~s as: 
(1) small-fun la lJor int.ensive agriculture, 
(2)reduccd infant mortality, (3) popula- . 

iOIl ~iro·./ th, (4) equality of Ir:col1',e 
d i str i but i On, and (5) unel:',p I oyment. 

b. FAA Sec. 115. ~Jil1 country be 
furni slll'J-,-ill sa;:iC fisc,d j'·~a r, either 
security sup ~orting as si sta~ce, or ~iddle 
East peace funds? If so, hclS the Con~ress 
specificJlly authori~ed such funds, or 
is assistanc o for popul~tion programs, 
humanitarian aid throu qh i ternationa! 
organizations, or regional programs? 

c. FAA Sec. 116. Can it be demonstrated 
that co~e7~atcd a$sistance will directly 
benefit the n~~dy? If not, has the Depart
ment of State n,vlc findi ngs \:I1ich indicate 
that this gove r~~ent has en0aged In a 
consist'~lIt p,1~tel"n of IJross violaticns of 
1ntern~tionaliy recognized human rights? 

Yes 

The GRN will receive an emergency cash 
grant in lieu of commodities. 

New criteria are being developed to 
cover these sections. 

Yes 

Yes 

~A(2) - tlOtlPROJECT ASSISTMICE CHECKLIST 

A. GENERAL Cr.!!::?!!. ':Or. NO~IP~OJECT ASSrSTA::CE 

1. ~~rc:~; FAA S!'C 6~.3(b) 

(a) DC5~ribe how Co~~ittecs on Arpropria
tions of Se:nate .:nd He·use have b~cn or 
will be ~otified concerning tne ~onprojcct 
assistancc; 

(b) is assistanc~ ~Ithin (Opcratinnal 
Year r".:'~ 'l et l C('l' ~ \ ~r" Cu' intCl'nat i('nal 
orgilld:!J~ i on .)11r.':atlI1n repo,·ted to the 
Ccngrc:, $ (or no . fc..)rr, t.han S 1 r.:ill ion 
over t!llt figun ::1, '4 10:' ).7 -

Hearings have been held before the 
Subcommittee on Foreign Operations, 
House Appropriations Committee. 

. . 
No the assistance is incremental to 
the level that 'lIas reported to Congress 
The Advice of Program Change and 653(b) 
notifications have been sent to Congress 
and the waiting periods have expired. 

\ 
I 

I ., 
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( 
2. FA~_~££.:..J~U.illll· If further IN)is- No further legislation is required. 

!aU\'e act ion is required Ititnin recipi ent 

3. 

country, whJt is basis fo reasona bi e 
eXpCCliltion thilt such ae ion will oe 
compl l:tC'd in time to ~':!r1n it order ly 
acco:lpI 1s h~le nt of purpo~e of the 
assistance? 

FAA SfC. 209, 61~, Is assistance more 
effi ci f ntfy anc effectively g1'lr.:n through 
rcginn~ 1 or nu ltilat c~al 0r~ani!atio"s? 
If so ~;hy is ~ ssi:itancc not so <jiven? 
Infolmltion and con~lusion whetnrr as sist
ante will enc ou r ~ ~ ~ regional cevelo~~ent 
programs. If as sistance is for newly 
independent country, is it furnished 
throuqh multil at ~ ral or~a nizJtions or in 
accorda nc e \':ith mu1til a ~ .:ril l plans to 
the maximum extent approoriate? 

4. FAA S(·c.=--,§,Q.lliJ; (i!.'!L _~c , 101 (f) for 
dcve l_qJ2:':~ " ~ 10.~, jn:';)r;:;;1 tlon Jnd 
conclu ~ io/;s ~hctnc r i1 s3is tance will 
cncourallc efforts of the c C~Jnt rv to; 
(a) inc~~a5~ t he f low of intcrn~ti0nal 
trild~; (b) fo s te r D r ivJ~ e in i tia ti~e 
and cOi11pe ti ti c/; ; (cl N!COU 1'M;C d~v eiop
mcnt and usc ~ f coc r ,~ rJti ve s. crpd it 
unions, and savin~ s and lo~ n associ Jti ons; 
(d) disc0urage ~onopcl i5tic practi ccs; 
(e) bprov.:- techniCJl effi..::i enc:1 of 
indu~try, il \- ricult.II'C',illld CC~ 1Il erCC; and 
(f) strengthen fr~e lcib::r unions. 

5. FAA Sec. 6nl(bl. Infonna tlon and con
Clu~iorIOi1hr,;~ 'c1~si s !'J nc e \~ill encourJlJe 
U,S. pri vate tr,~dr. and invt'stricr; t auroad 
and eneoura ~~ pr ivate U. S, nartieipiltion 
in foreign as s is nee pr09r~~5 (including 
usc of private t adc cnanncls and the 
serviccs of U.S. private 'cnterprise). 

6. [1·,,",_See, 612~~_f~~~.chJ., Describe 
steps t~ ken to assure that, to the 
maximum ext ent possiole, t hQ cc,OJ ntry is 
contril.l:rtinQ loc.11 c u rrc:nc ie ~ to meet 
the cost or' contruetual ilnd ot!'er scr':iees. 
and foreic;n currencies Ol',ned by the United 
States ar~ utilized to me~t the cost of 
contractual and other ~erviccs. 

The project is designed to provide 
immediate budget support to the GRN. 
It is doubtful that more effective or 
efficient assistance eouid be provided 
through regional or multilateral 
organizations. 

The project may enable INCEI to market 
agricultural products more efficiently 
and improve their technical ability to 
manage the grain stabilization program. 

The proj~ct is not designed to support 
these objectives. The FY 81 program 
may include assistance program~ to 
encourage U.S. private trade and 
investment programs. 

The emergency cash srant is designed to 
enable the GRN to meet local currency 
requirements related to the rehabilitation 
program. 

7. FM, ~(':.f~J!-1.. Does the Uni ted . States 
0 \'/11 Excess foreign currency and, If so, 
what arrilnge~ents have been made for its 

The U.S. does no own excess foreign 
currency. 

relcJ:;e? " 



co 

B. 

1. 

a. FAA Sec. ill. 
su pport prc.,-;".;)tc 
sta i1 i ty? 

2. Nonoroic:t Cr i_~ria for Development 
irs S'i'Si:;"'K e 

a. ~AA Sec. 102J~ S '~c. 111; Sec. 2311'. 
[x'teOt'to w;liCllt3cti vity ,·lill (1) effec
t i'le ly ir.vol-.·c n,c poer in development, by 
extending ar.cesc; to ~cono"ly il t local level t 
incre ,1 si r.'J l.:.s bor-intensive pl'0duction, 
spreadin/) in'!estj~0nt Ot;t from cities to 
sl'\all tJI'i/l S ann flJral ar.~as; and (2) help 
develop coop~rative5, assist rural and 
urban pOOl' to he l p t r.!? .selve s tOl'I(!rd 
better I ife, and other,.Jis(" cn,:ollrdgc 
der.;ocratic priVJtE and local government 
institu.tions? 

b. FAIl Sec. 103, 103,., 10·1 , 105, 106, 
107. - rs a5S i~t'~nt:e -b-'?ir.gm.J~·le ilv-:li lai;le: 
[inclu de only o ~ p lic ob lr. parJt]raph -
C.Q., a, b, ctt: . -- which corrc~ponds 
to'Sour;: cs of fun:j~ used. ! f rl !) r~ than 
one fund sou rce is used for assistance, 
include relevant paragraph for cach fund 
source.] 

C2b 

(1) (103) for a~riculture, rur~ l develop
ment or n~lrltion; if so, extc~t to 
wh1ch act.i·l it'! is s;ltx;if ic.1 11y designed 
to increase ororiuctivity and income of 
rural roor; (103A) if for e~ricultural 
re~earch, is full account takcn of 
needs of small fanners; 

(2) [104] fur population plJnning or 
health; If 50, cx t ent to which ~ctivity 
extends lo'.·:-cost. intt'(jI'''t'?1 delivr~ry 
systel:1S to pro·tide n''] th and fa;nily 
planning scrvices, especially to rural 
areas and poor; extent to which as~ist
ance gives ,lttention to ir.tcl·rcl~ti0R 
ship between (A) po~Ylation growth and 
(B) deve 10 p~cn t dnd ovcr,ll 1 i" :;lrovemcnt 
in living &tanddrds in C:ev~luping 
countl'ics. Is .1ctivity GI!<;is r.ed to 
build mo ti va t ion f0r ~, r., 11 r" i .. :1 11 ies in 
programs su;h JS edur.ation in and out 
of school, rlt~rnal JnA child health 
services, u~ricultur~ ~r~ductiont 
rural d evclor"~nt, dnd assistance to 
urban poor? 

The assistance will permit budget support 
to ameliorate preSsing balanee af pa~nent 
problems. 

The project will assure a market for 
basic crops to the vast majority of 
Nicaragua's rural farmers, and will 
provide housing for about 1,500 rural 
and ur an poor families. 

Assistance is being provided to 
encourage small farmers to grow 
more basic crops. 



(3) [105J for educ ation, public ad nistra
tion, or ht;':o.s n rcs\J1Jrces dcvelo~entt 
if $\). e: t'::::1t to I. ni ch ilct:\'ity 
strengthens nonfcr~ )l education, makes 
for~al educ~tion ~o re relevant, 
especially for rurJ l fat:1 i l1 es 'lnd . 
urb·)n pcor, or ~ t"i!n'Jth<:'n ~ r.:JIlMjr:ment 
capability or in~titu tion s enluling 
the poor to participate in develop ent; 

(4) (105) for technical assis~ ~nce, energy. 
research, rcconstructi cn, dnd sel ec ted 
develol'ner.t proble,:ls; if so, e;<tent 
activity i~: 

(a) to help alleviate energy problem; 

(b) reconstruction after natural or 
fanm~de disaster; 

(c) for ~peciJI develo~~ent problem. 
and to enab l~ pro~er utilization of 
earlier U.S, i nfrilstl'uctur~, etc., 
asslst.:lnce; 

(d) for pr00r~~s of ur~&n devc lcpment. 
espcclJlly ~ c ~l l la bor-int~n5ive 
enterprises. n.~ r ((!tir, g sy::;te!i;S, .:lnd 
financic11 or ot' ,~ r ir',st i t:J tions to 
help urhan pvOI' pattie :p·lte ill 
economic and sociJI development. 

(5) ( 107) by grants for cocrrlinated pri
vate ef fo rt to d c v~l o D and rtj~sc~inatc 
1ntennc'd ; 0) te tr.c hl:o i 0;) i l!5 
for developing ccuntr\.cs, 

Approximately $2,000,000 is provided 
to reconstruct homes and build new 
homes destroyed during recent civil 
war. 

r.:. FAA S('c. 7.07; S~C. 113, Extent to 
~:h1c 'fieSs-l ~ Vii:, ~-f~;' ;:- r' 1 ~,t; ("$-.' :l;J ropri " te 
rr;,philsis on: ( 1) l' nco:Jr~!]inq (: ~'1elo;J:~ent 
of de,1;ocrlltic, ecnl:l)~d c, f'Clitlcal, cnd 
social ins titt;til' :l,; (2) ~c: lf-' , r.lp in 
rncctill9 the c (:;;r,:rj" s I'ood nel." ls ; (3) 
imprClvin9 Viii i.!!iil iti of tr,1111cJ 
~lorl; er-pO'I:er in ~I.. cc;:ntry; ;4 ) pro,]rams 
dcsi ~ nej to n~~ t the cuu~:rl's he~lth 
need!>; (5) ~H,~ r i":;lol':tlnt i.r·t- ir S of 
pconomic, ro1itic t l, Jnd so~i1l deve lop
ment, includi~q jn ~ ust ry; fr~ ~ labor 
unions, cocp ~r~:1~~5, Jnd ~oluntJry 
Aqencies; tru,-:; : utat ion cln .1 C O :~'l~ lOication; 
p;anning ':;'1d p'.! ;:li c a :!;. ! ~ni<.tr,HiC' n; urbar. 
dC!vclojt'fl::!nt, " '«I r.::>dernii:cit ion of ex i sting 
la~I~; 01' (6) int (·J I'utin.j ,,:c ::, :~ n into the 
recipient COUII~I'J'S nation,)l CConO:i1Y, 

The project is designed to support 
agricultural self-sufficiency in rice, 
sorghum, beans, and corn. 

d. FM $ 0C. 2~Hb). O('scrit .(I c;~tent to 
~:hidlilro~~r~~c:'-l1i :es H,::: ;"ilrt ic.ul ar 
needs, de~,ircs, , :1",' cu;>(lCit i ; .$ of th~ 
peojlle of t il £' CIj ' :I",':r:,'; utili ! l'!:., the 
country's inlC'i L-'c tu " l reSC1<,l'ce<, to 
cnCCluraqc in~ti [ uticnal dcv~10 :~~nt; and 
SUP;'Ol'ts civic ("~ ',:(..!L ion .:1",:1 t1 ' (1ill~r:~ in 
skills l'cq'lin':; for i!ff.::::ti\' (: fJ.)rtici~a
tion in l1o'o','n " ;I, tal i:ftd l:oli\ :<:., 1 
processcs CSSCIII.i,,1 to se1f-~o\,l· rn;::Qnt. 

The project utilizes local manpower bott 
to manage the grain stabilization program 
and rehabilitate homes destroyed in the 
civil \'1ar. 

~ I,' 
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GRANT AGREE:-tENT 

BET~vEEN THE 

REPUBLIC OF NICARAGUA 

AND THE 

UNITED STATES OF AI·tERIC';; 

By this Agreement made and entered into on the __ day 

of S~?tember, 1979, the Republic of Nicaragua (herein-

after referred to as the "Grantee"), and the United States 

of ~~erica, acting through the Agency for International 

Development (hereinafter referred to as "AID"), her~by 

agree as follows: 

Section 1. The Grant. For the purpose of assisting 

the Grantee to alleviate a severe balance of payments 

problem and to maintain its economic development follow-

ing the recent civil war, AID, pursuant to the Foreign 

Assistance Act of 1961, as amended, hereby grants to the 

Grantee Eight Million United States Dollars ($8,000,000). 

Section 2. Condition Precedent to Disbursement. Prior 

to disbursement under this Agreement, or to the issuance 

by AID of documentation pursuant to which disbursement will 

be made, the Grantee will, except as AID may otherwise 

agree in writing, furnish to AID, in form and substance 
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satisfactory to AID, a statement of the name or names of 

the persons holding or acting in the office of ~he Grantee 

specified in Section 12, and a specimen signature of each 

person specified in such statement. 

Section 3. Notification of Satisfaction of Condition 

Precedent. When AID has determined that ~he condition 

precedent specified in Section 2 has been met, AID w~ll 

prornptiy notify the Grantee. 

Section 4. Terminil Date for Condition Precedent. If 

the condition spe'.;ified in Section 2 has not been met witl:.-

in ninety (90) days from the date this Agreement is made 

and entered into, or such later date as AID may agree to 

in wri ting, AID, at its option, may terrnina te this Agree-· 

ment by written notice to the Grantee. 

Section 5. D.isbursement. Disbursement of the funds 

made available under this Agreement will be made in one 

installment pursuant to a request for disbursement by the 

Grantee and subsequent to satisfaction of the Condition 

Precedent to disbursement under Section 2. The request 

for disbursement will be submitted to the M;ssion Director, 

USAID Mission to Nicaragua, on AID Form 1130-2 (Financing 

Request). In accordance with the request for disburse-

ment, AID will deposit the funds into ~n account of the 
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Grantee at a United States bank aesignated by the Grantee. 

Section 6. Terminal Date for Requesting Disbursement. 

The terminal date for requesting disbursement of funds 

will be six (6) months from the date ttis Agreeme~t was 

matie and entered into, except as AID may otherwise agree 

in writing. 

Section 7. Special Accounts for Developmpnt Programs. 

A. For the purpose of financing the local currency 

cost of development programs, the Grantee will establish 

two special accounts, and within thr~e months from the date 

of disburse~ent of funds under this Agreement, deposit 

therein currency of the Republic of Nicaragua equivalent 

in amount to the united States Dollar disbursement made 

under this Agreement and in accordance with the terms of 

Subsection B below. The highest rate of exchange which is 

not unlawful in the Republic of Nicaragua on the date of 

dollar disbursement shall be used in determining the total 

amount required to be deposited in the account. 

B. Funds deposited in the special accounts shall be 

used as follows: 
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(i) $2,000,000 to fin~nce local currency costs 

of the r"jin:'stry 0: Housing (:-:-:"n rel.::lted to rto:pair 

and rcconstructic~ of hous0s damaged or destroyed 

during thc ci~il war, such &~tivities to be more 

speci:ically described in a~ acti~ity agreement to 

(ii) $6,000,000 to finGnce local currency costs 

of the Instit~to d~ Co~erci0 Exterior e Interior 

(IliCEI) relatcc. to C:. 9rah~ stal:>ilization fJrogram 

and repairs to silos and 0~~2r eq~:,p~2nt (or replace-

an ~cti~it~ a0~2erent to be entered into between 

I!JCEI Cl:1d i"':.l~. 

Upon written appro~al of AID, funds may be transferred from 

one special accou~t to the other; provided; that not to 

exceed $1.5 millien ::;s.ui":ale;Y"C ill tilt:: ag~202I::d.tt:: shall 1:1';; so 

C. Disb~rse~ent from the special accounts for devel-

oprnent prcgra~s rooting the criteria set forth in Section 

7.B. shall be ~ade by t~e Grant~e in accordance with such 

procedurt::s and ~~ s~ch ti~os as deter~ined to be appropriate 

by the Gran~ec; provided, that all f~nd5 deposited in the 
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special .:lccount shall be disbursed v.'ithi:1 c:!.'J!)teen (18) 

months from tile date this )\greerr.ent is made 2nd entered 

into. 

D. The Grantee will provide to AID at six month 

il"\tcr'hlls fo11:)".:i;'19 t}w date this i\~jreer:e:1:' .is rrcade and 

entered into ul:::.i 1 sllch ti:;"e as all .-Jpec:!.al account funds 

have been disbursed, financial rcpor~s which show: 

(a) cum'Jlative depc1sits to and disbursements 

from the special accounts; and 

(b) for all activities, the budget amount, dis-

bursements made during the six month period and 

cumulative disbursements. 

These reports, certified as correct by the President of the 

central Bank of Nicaragua, subject to audit, will be sub-

mitted to AID within sixty (60) days after the close of 

each six month period. 

E. The Grantee will, at mutually agreed upon times, 

afford representatives of AID the opportunity to observe 

activities fina~ced under the special acc6u:1ts. 
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Section 8. Tuxution. This Aqrecm~~t and the amount to 

be grunted hereund~r shull be free fr0~ any tax3tion or 

fees imposed under any laws in effect within the Republic 

of Nicttragu.':;. 

Sc,ction 9. Use of Funds. The Grantee agrees that the 

funds pru~ided hereunder shall not be USGd to finance 

military requiremc;nts of any kind including the procure-

ment of co~~odities or services for rnilitury purposes. 

Section 10. Records. The Grantee agrees that financial 

records relating to the utilization of funds granted by 

AID under this Agreement and the funds deposited into the 

special accounts by the Grantee shall be kept in accordance 

with the Grant~e's usual accounting procedures, which shall 

follo~ gcne=~lly acce~tcd accounting procedures. All such 

financial records sLall be maintained for at least +:hree 

years after the final disbursement of funds from the special 

accounts, and shall be made available at any reasonable 

time to authorized representatives of AID for the purpose 

of examination and . .... . lnspeC",lon. 

Section 11. COIT~unications and Language. Any notice, 

request, docul71ent or ot:wr communication ~\lbmi tted by 

either party to the other under this Agreement will be in 
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writing or by telegram, cQble or radiogra~, and will be 

deemed duly giv~n or sent when deli~ered to such party at 

the following addresse3= 

To th~ Grantee 

Hail l\ddress: 

Alternate Address for Cables: 

To IdD 

Mail l\ddress: USAID Mission to Nicaragua 
American Embassy 
Managua, Nicaragua 

AlternQte Address for Cables: 

All such cOII~unications will b2 in English, unless the 

parties hereto othen/ise agree i~ 'Ini ting. Other addresses 

may be substituted for the above upon the giving of nctice. 

The English language version of this Agreement shall be 

controlling for purposes of interpretation. 

Section 12. Representatives. For all purposes relevant 

to this Agreement, the Grantee will be represented by the 

individual holding or acting in the office of the 

and AID will be represented by the individual holding or 

acting in the office of the Mission Director, USAID Mission 

to Nicaragua, each of whom, by written notice, may desig-

nate additional representatives for all purposes other 

than revising project details. The narees 'of the represen-

tatives of the Grantee, with specimen signaturcs, will be 

provided to AID, which may acccpt as duly authorized any 
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instrun;ent si'Jned by such representatives j n ir.lplcrr.enta-

tion of this AJree~cnt, until receipt of wri~ten notice 

of revoc~tion of their authority. 

IN \-HT:n::SS '.:HEREOF, the Republic of Nicar.:l:jlla and the 

be ~;i(Jnc:d in their n<l:ne::> <lnd delivered as of the day and 

ye<lr first <lbove written. 

Republic of Nicaragua 

By: -----------------------
Title: •• • • L {: ,.,. 

~lD15~cr Oi rlnance 

By: 

Title; President, Central Bank 

of tJ icaragua 

United States of America 

By: -----------------------
Title: Director, United 

States AID Misssion to 

the Repuhlic of Nicaragua 

GC/LAC:G~~inter:ew:9/2l/79:x29182 
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