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lbUIMAflWK)LCRIPTION 
This $15 million cash transfer is an integral part of a $75 million
IY 1980 program the purposes of which are (1).to provide immediate balance of pay­wents support to permit the import of goods and services needed by the private and
(ublic sectors and (2) to stimulate production and employment internally. The projectwill provide urgently needed balance of payment support through Immediate diisbursementof the full amount of Dollars authorized under the loan. A local currency account in anamount equivalent to the loan will be established by the Cooperating Country, to Financethree Rural Recovery programs, including (1) a credit program for small and medium­sized commercial, service and industrial enterprises, (2) a credit program for small and
imedium-sized'farmers, and 
(3) an employment-creating rural roads program.
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18. Summary Description cont'd.
 

deDesarrollo (FED) and the Banco Nacional de Desarrollo (BND) inmaking
 
credit available from the local currency account, (2)procedures for
 
identifying the location of new roads to be constructed with local currency
 
account funds including a procedure for identifying and dealing with any
 
significant impact on the environment, (3)such additional arrangements
 
with respect to identification of local currency projects and approval
 
and disbursement thereof as the parties consider necessary.
 

Interest and Terms of Repayment: Nicaragua shall repay to AID in United
 
States Dollars the Loan within twenty-five (25) years from the date of 
'First disbursement of the Loan. Nicaragua shall pay to AID in United
 
States Dollars interest from the date of the first disbursement of the
 
Loan at the rate of a),two percent (2%) per annum during the first ten (10) 
years, and b) three percent (3,), per annum thereafter, on the outstanding 
disbursed balance of the Loan and on any due and unpaid interest accrued
 
thereon.
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1. SUMMARY AND RECOMMENDATION
 

A. Recommendation and Implementation Plan
 

Itis recommended that the Administrator of AID authorize loans

of $70 million and a grant of $5million for use in the economic recovery

of Nicaragua. A request for a supplemental appropriation of Economic
 
Support Funds (ESF) to finance this program was submitted to the Congress

on November 8, 1979. Because of delays in the approval of that request,

AID will provide an initial $15 million loan drawn from Section 103,

Development Assistance funds. The Congress was notified of the Agency's

intent to provide these funds on March 31, 1980. The remaining $60

million ($55 million loan and $5million grant) will be drawn from the

ESF at such time as the additional funds required are made available by

the Congress. Inaddition to these amounts, USAID/Nicaragua is providing
 
a complementary PL 480 Title I Program in FY 1980 of $15 million.
 

The $70 million loan will ameliorate Nicaragua's urgent balance
 
of payments problem and accelerate reconstruction of an economy devastated
 
by 18 months of civil war. 
 Upon receipt of the loan funds, the Government
 
of National Reconstruction (GRN) will establish a Special Cordoba Account*

in the Central Bank of Nicaragua in an amount equivalent to the loan. The
 
Special Cordoba Account will be a Trust Fund owned by the GRN. 
 Funds in

the account will be utilized for GRN reconstruction and rehabilitation
 
activities. Disbursement from this account shall 
be for purposes mutually

agreed upon by AID and the GRN in accordance with procedures deemed
 
appropriate by those parties.
 

The $5 million grant will be utilized to finance the foreign ex­
change costs of the technical assistance and training required in programs

supported by the Special Cordoba Account; to respond quickly to technical

assistance and training needed by the GRN to efficiently manage public

services; and to support non-government organizations which can make an
 
important contribution to the reconstruction process.
 

The $15 million PL 480 Title I Program in FY 1980 which has
 
already been authorized will alleviate food shortages, further assist in
 
ameliorating the balance of payments crisis and will provide local currency

for use in reconstruction and rehabilitation of the agricultural sector.
 

B. Summary Justification
 

Nicaragua is
now faced with the enormous task of rehabilitating
 
its war-damaged economy. Although the people of Nicaragua
 

*10 Nicaraguan Cordobas (C$10) = U.S. $1.00
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and their new government are fully committed to the achivement of this 
task and to establishing a pattern of equitable growth, they face many 
serious obstacles. Among the most important constraints are the lack 
of financial resources to acquire essential imports and the need for 
technical assistance and training to assist in the planning and efficient 
implementation of economic and social services. The proposed AID 
program is designed to assist Nicaragua overcome these const'aints. 

C. 	 Summary, Conditiors and Covenants 

As detailed in following sections, the needs of the people 
of Nicaragua are enormous and pressing. The objectives contained in 
the proposed package can be achieved only if the U.S. Government 
responds rapidly and effectively. The conditions and covenants have 
been designed to provide timely implementation of the loan, grant, and 
PL 480 programs. Additional restrictions would unduly delay the U.S. 
response to Nicaragua's critical needs. 

1. 	 Conditions and Covenants Pertaining to the Loan and 
Local Currency Program 

a. Lending terms and interest rate - The Borrower 
shall pay the loan to A.I.D. in U.S. dollars within forty (40) yearsi/ 

from the date of first disbursement under the loan including a grace 
period of not to exceed ten (10) years. The Borrower shall pay interest 
at the rate of 2% per annum during the grace period and 3% thereafter. 
Interest shall be payable semiannually. The first payment shall be due 
and payable no later than six (6)months after disbursement of the loan. 

b. Repayment - The Borrower shall repay to A.I.D. 
the principal within fortyT(40 years from the date of the loan disburse­
ment hereunder in sixty-one (61bapproximately equal semiannual install­
ments of principal and interest.- The first installment of principal shall 
be payable nine and one-half (9-1/2) years after the date on which the 
first interest payment is due. 

c. Procurement - The GRN will covenant that 
during the year following the initial disbursement of A.I.D. loan funds, 
or during CY 1980, Nicaragua will import from the U.S. at least 
$70 million of goods and/or services, excluding defense items. In 

1/ 	The first $15 million dollars which will come from Development
 
Assistance Funds will be lent for 25 years and will therefore
 

be 	repaid in thirty-one (31) installments.
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addition, the GRN will covenant not to use any of the $70 million loan
 
or its equivalent in local currency deposited in the Special Cordoba
 
Account for procurement of any military related goods and/or services.
 

d. Disbursement of Foreign Exchange - The $70 million
 
of loan funds will be disbursed in three steps: (1)$15 million of
 
Development Loan Funds authorized on June 16, 1980; (2)$40 million of
 
Economic Support Funds to..beauthoried"inJuly 1986; and (3)$15 million
 
of Economic Support Funds also authorized in July 1980. The latter two
 
disbursements will be made following review of the allocation and uses
 
of previously disbursed funds and determination by the Country Team that
 
the purpose and conditions of the assistance are being met.
 

e. Disbursement of Local Currency - Disbursements from
 
-the local currency account will be made only on the basis of activity
 
agreements signed between AID and the Government which include a descrip­
tion of the activity, the institutional responsibilities, a financial
 
plan, and implementation procedures. Other conditions relating to local
 
currency uses are detailed in Secto IV.A.2 of this Paper.
 

t:. Private Sector - The GRN will covenant to
 
provide to the private sector an amount eoualtto at least 60% of
 
the U.S.$70 million loan to assist in meeting its foreign exchange
 
requirements. Further, 6 0% of the Nicaraguan C$700 million generated
 
will be used to provide credit to the private sector or to procure goods
 
and services from it.
 

g. Source & Origin - The GRN will covenant that
 
procurement financed by the Special Cordoba Account will have its
 
source and origin in Nicaragua and/or countries included in A.I.D.
 
Geographic Code 935 (Free World).
 

2. 	 Conditions and Covenants Pertaining to the Grant 
Assistance 

a. Source and Origin - Goods and services, except
 
for ocean shipping, financed by A.I.D. under the Grant programs shall
 
have their* source and origin in Nicaragua or in countries included in
 
A.I.D. Geographic Code 941. Ocean shipping financed under the grant 
program shall be procured in the U.S. or Nicaragua, eccept as A.I.D.
 
may otherwise agree in writing.
 

3. 	 Conditions and Covenants Pertaining to the PL 480 
Title I Program 

Terms and conditions of the PL 480 Title I Program
 
will be established at the time of negotiation of the agreement and as
 
required pursuant to Title I of the Agricultural Trade Development and
 
Assistance Act, as amended. 
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II. Bakground: Ascessment of Need 

A. Introduction: The Disaster in Perspective 

The damage to the Nicaraguan economy from the recent war 
is incomparably greater than that of the 1972 Managua earthquake. 
While the amount of physical damage is comparable - the damage in both 
disasters falls within the $500-$800 million range - the economic con­
sequences of the recent war are considerably more severe. The Managua 
earthquake destroyed the capital's commercial center and some of its 
housing; the recent war has seriously interfered with economic activity 
nationwide, including the planting of cotton and food crops, the conduct 
of commercial and industrial activity through looting and destruction of 
inventories, and destruction or damage to many of the country's industrial 
installations. Housing, particularly in the cities of Esteli, Managua, 
Leon, and Masaya, was also hard hit. The war's impact on the balance 
of payments, the Gross Domestic Product, the fiscal deficit and employ­
ment is particularly severe. 

While the aforementioned effects of ihe war can be quantified, 
several other equally serious consequences cannot. Examples of the latter 
include departure of many of the country's entrepreneurs, managers and 
technicians, the disruption entailed by the nationalization of Somoza's 
estates and the need to reorganize and restaff the enterprises that he 
owned, the confusion and uncertainty entailed by the change in govern­
ment until new policies can be formulated and the government's intentions 
and direction become clear. Moreover, several institutions will be 
restructured. These factors are having, and will continue for some time 
to exert, a profound impact on the level of investment and economic 
acivity. 

hMoreover, the war comes at a time when the Nicaraguan 
economy -". already beset by difficult economic problems. While the 
1972 earthquake found Nicaragua in a rather strong balance of payments 
position, the recent catastrophe came at a time when Nicaragua was 
confronting a very serious debt servicing problem as a result of a substan­
tiGl amount of short-term borrowing from foreign banks incurred by both 
the private and public sectors in recent years. Debt service charges of 
over $600 million in 1979 would have raised serious concern even without 
the war and its after-effects. 

As a result of the convergence of these various factors, 



-6-


Nicaragua now finds itself in a most desperate situation that it only 
can hope to cope with by means of massive foreign economic assistance 
from all prospective donors. Equally important is the formulation by the 
new government 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 Nicaragua's reconstrction. 

B. Physical Damage Estimates 

CEPAL (ECLAt/estimates of the physical damage resulting
from the recent war are recapitulated in Table 1. The total damage 
comes to about U.S.$580 million, with heaviest damage to the commercial 
sector ($270 million). Note the heavy damage to inventories: $235 
million for both the commercial and industrial sector. In the industrial 
sector, damage to machinery and equipment is heavy. Damage to 
buildings is only a fraction of the damage to inventories in both sectors. 

The CEPAL report estimates that of the 400 industrial 
enterprises that were in operation before the conflict, about one hundred 
have suffered serious damage which in some cases resulted in total 
destruction of the buildings, installations, machinery and inventories. 
About half of these are medium and large. Particularly severely affected 
art. the industries located on the Northern Highway of Managua. These 
include plants in the areas of bottling, plastic manufacture, points, farm 
tools, ceramics, paper and printing. Substantial damage to manufacturing 
establishments. occurred in Esteli and Masaya. 

The economic impacy of the war on the agriculture sector is 
equally serious, especially given the country's extraordinary dependence 
upon agriculture. The agriculture sector and particularly coffee, cotton 
and cattle account for 60% of the exports. Forty-six percf . of the 
economically active population works in the agriculture sector, and a 
high percentage of industrial investment is found in the agricultural 
transformation and agricultural service industries. 

Several of the traditional export products were severely 
affected by the war. Cotton production in 1979/80 is expected to be 
only about one-fourth of the previous crop year. Coffee production is 
down by about 40 percent and beef exports are expected to fall: by 
15 percent in 1980. (See Table 5.) 

I/ ECLA is the acronym for the U.N. Economic Commission for Latin
 
America while CEPAL is the Spanish language acronym for the
 
same organization.
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The war has seriously dejoIeted Nicaragua's food reserves. The 
food crop situation is aggravated by shortagei in fertilizer and seeds, 
supplies, insecticides, tools and other equipment, and the working capital 
required to plant the next season's crop. Supply is not expected to in­
crease appreciably during the present harvest. Major fighting occurred 
in prime growing areas during Aprii and May when the land preparation 
and planting season began, thereby reducing the spring harvest and 
delaying the fall planting. The latter is limited largely to sorghum. 

Althoug there appear to be adequate food crops planted to 
discount any possibility of major famine. Shortages of grain, poultry 
and edible oils have already occurred. Dairy, beef, pork, 

and poultry production also suffered severe losses during the war. Beef 
and dairy herds have declined by an estimated 100,000 head, pigs by 
5,000 and poultry by 230,000 animals. 

TABLE 1 

NICARAGUA: PHYSICAL DAMAGE RESUtING FROM CIVIL WAR 
(In Millions of U.S. Dollars) 

Housing 42.7 

Infrastructure 35.3 

Education 10.3 
Health 10.6
 
Urban Infrastructure 6.2
 
Telecommunications 2.2
 
Power 1.1
 
Transport 5.0
 

Livestock 27.7 

Manufacturing Industry 200.0 
Machinery and Equipment 80.0 
Buildings and Installations 20.0 
Inventories 60.0 
Frozen Uncollectable 

Accounts Receivables 40.0 
Commercial Sector 270.0 

Buildings 20.0 
Furniture and Equipment 5.0 
Inventories 175.0 
Accounts Receivables 70.0 

Other 5.0
 
58.7
 

Source: CEPAL - Nicaragua: Proyecciones Econ6micas de los Acontecimientos 
Polrticos Recientes, August 14, 1979 on the basis of data supplied 

by the Government of Nicaragua. 
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C. Impact on GDP and Employment 

More significant than the amount of the physical damage are 
the consequences in terms of lost production. In the case of crop 
production alone, CEPAL estimates that the production in the crop year 
1979-1980 will be 37% lower than the level of the preceding year as a 
result of the conflict. There is no comparable figure for industry. 
However, CEPAL estimates that as a result of the conflict, employment 
in manufacturing industry declined from 80,000 to 45, 000. Additional 
allowance should be made for income foregone due to the paralysis of 
business establishments, for capital flight, and for the "plundering" of 
foreign exchange reserves by the previous government just prior to its 
departure. The total foreign exchange losses through capital flight or 
illicit withdrawals are estimated at about $600 million. Thus, the total 
damage could be estimated at $1.5 to $2.0 billion, broken down as 
fol lows: 

(U.S.$ Millions) 
Physical Damage $580 

Reduction in the Gross
 
Domestic Product 1/ $630
 

Loss in Foreign Exchange
 
Reserves $600
 

WITU 

The $1.8 billion estimate is approximately equal to the 
country's 1978 GDP 2/. 

The Central Bank's estimates and projections of GDP for the 
period 1978-80 appear in Table 2. Gross Domestic Product, which had already 
declined by 7% in constant terms in 1978, fell by another 26% in 
1979. Estimated rates of decline by sector were - agriculture 8%, 
manufacturing industry 27%, construction 54%, commerce 42%, and 
tertiary activities generally 29%. 

1/ Calculated on the conservative assumption that the 1979 real 
GDP would have been identical to that of 1978 without the war. 

2/ GDP was U.S.$1,778,000 in 1979 prices, converted to dollars at 
10:1. 



TABLE 2 
NICARAGUA: GROSS DOMESTIC PRODUCT 

1978 1979 

Gross Domestic Product 1,779 1,319 

Consumption 1,547 1,084 
Public 184 156
Private 1,363 928 

Investment 193 27 
Public 91 53 
Construction 54 24 
Machinery & Equipment 36 28 

Private 136 104 
Construction 31 14 
Machinery & Equipment 105 90 

Change in Stocks -33 -130 

Exports 539 673 

Imports 501 465 

Source: 	 BANCO CENTRAL DE NICARAGUA 
Departamento de Estudios Economicos 
Divisi6n de Cuentas Nacionales 

IN CONSTANT 1979 PRICES 
(U.S. Millions) 

1980 
High Low 1979/78 

1,765 1,563 	 -25.8 

1,486 1,297 -29.9 
264 201 -15.1 

1,238 1,096 	 -31.9 

253 203 	 -86.2 
157 125 -41.7 
110 88 -53.0 
47 37 -24.4 

47 38 -23.6 
27 22 -55.5 
20 16 -14.5 

50 40 	 -289.1 

546 500 	 24.9 

521 436 	 - 7.3 

1980/79
High Low 

PERCENTAGE 
33.7 18.5 

37.0 19.5 
69.1 28.6 
33.5 18.1 

- -
195.1 136.0 
330.3 244.3 
70.1 36.0 

10 
-54.6 -63.7,o 
96.8 57.4 

-77.7 -82.2 

- -

-18.9 -25.7 

12.1 - 6.1 
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Table 2 shows alternative projections of 1980 GDP growth 
at 18.5 percent and 33.7 percent. The level eventually incorporated 
into the Government's 1980 Economic Recovery Program was 22.7 percent. 
On the whole, all of these 1980 projections are probably optimistic 
given the major restructuring task that the Government faces, the exodus 
of entrepreneurs, capital and skilled personnel and the time required to re­
establish law and order and dispel uncertainty in the private sector. 

Nevertheless, the country can effect a substantial recovery of GDP in 
1980-81 provided that it receives prompt and substantial economic 
assistance and that the government is able to formulate a set of specific 
policies that prove reassuring to the private sector, to its managers and 
technicians, and that satisfy the international organizations and potential 

foreign investors and creditors. 

While reliable data do not exist, all observers agree that the 
war has had a devastatirg impact on employment. CEPAL estimated the 
average level of unemployment in 1979 (and projected the 1980 rate) 
on the basis of production/employment ratios for the major economic 
sectors in the base year 1977. Its projections for 1979 and 1980 assumed 
constant productivity ratios throughout the period. On the basis of this 
methodology, the national unemployment rate (expressed as a percentage 
of the total labor force) was estimated at 33% in 1979 and 28% for 1980. 

D. Inflation 

After remaining remarkably stable between 1974 and 1978 
(the Consumer Price Index increased by only 24% over the four-year 
period), the price level shot up substantially in 1979, particularly 
between April and July. During this three-month interval, the Consumer 
Price Index for the Managua Metropolitan area increased by 57% 
(see Table 3). A major cause of the increase was the rise of the price 
of food, up by 96% over this three-month period. 

It is believed that prices receded somewhat between August 
and November as the price jump during April-July was partly due to the 
interruption of transport and the destruction and looting of supermarkets. 
Prices are unlikely to return to the April level. In addition to the dis­
ruption of agricultural production due to the war, the 43% devaluation 
of the cordoba will inevitably have a permanent and substantial impact 
on the consumer price level. 



Table 3 

Consumer Price Index in the 
Managua Metropolitan Area 

December 1974 100 

General Foodstuffs Clothing Housing Other 
Index and
 

Beverages 

December 74 100.0 100.0 100.0 100.0 100.0
December 75 101.9 99.5 100.3 103.5 104.6 
December 76 108.3 107.6 105.0 108.7 110.0

December 77 119.3 119.1 107.6 118.4 123.8
December 78 124.5 121.0 112.2 127.7 130.7
 

January 78 120.7 121.7 107.8 118.6 124.6
April 78 120.2 120.0 108.4 119.2 125.3
 
June 78 122.3 124.0 109.0 119.6 126.3
 
July 78 120.3 119.0 109 120.0 126.5
 

January 79 126.0 123.0 112.6 128.4 132.6

April 79 146.0 144.1 
 133.3 147.9 150.7 
June 79 224.3 273.9 139.1 171.4 212.1 
July 79 229.3 282.8 139.1 171.8 216.0 

Percent Increase
 

December 77-78 4.4 1.6 4.3 7.8 5.6 
April 79 to 
July 79 57.0 96.3 4.4 16.2 43.3
 
December 77 -
July 79 92.2 137.4 29.3 45.1 74.5 

Source: Central-Bank of Nicaragua, September 27, 1979 
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E. The Balance of Payments and the External Resource Gap 

The situation with respect to Nicaragua balance of payments
is summarized in Table 4. The data show how a number of factors acting 
on exports, imports and the capital account have converged to cause 
an acute balance of payments problem. Three principal factors are 
responsible for the record resource gap in 1979 and 1980.. First there 
was a very substantial private capital outflow in 1979. According to 
the Central Bank's still preliminary estimate, capital flight came to 
some U.S.$181 million in that year. This includes the foreign exchange 
resources withdrawn by officials of the Somoza government just prior to 
its collapse. 

Second, a substantial amount of short-term private debt 
contracted by both the private non-banking and the financial sectors 
fell due in 1979. A substantial amount of short-term public debt also 
matured in 1979. This latter debt was contracted for the most part by 
autonomous public institutions such as the Housing Bank and the National 
Bank which had overextended themselves and realized large operating 
losses as a result of poor management and political interference. 

Finally, exports are expected to be depressed in 1979 and 
1980 as a result of the war-related decline in agricultural and manufactur­
ing production. Export projections are shown in Table 5. 

As compared with 1979, the current account deficit will 
deteriorate sharply in 1980, from a $178 million surplus to a $189 
million deficit. Exports are expected to decline again in 1980 to 
$524 million or 19% below the 1978 level. This decline reflects 
the fact that the 1980 cotton crop is expected to be only a fraction of 
the normal level owing to the unavailability of fertilizers and insecticides 
at planting time as well as to direct interference with planting as a 
result of fighting and threats. I/ 

Imports are expected to rise substantially in 1980 on the 
assumption that the international community will make foreign exchange 

I/ Many planters were discouraged from planting by direct threats 
of violence during the months preceding the collapse of the 
Somoza government. 
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TABLE 4
 

NICARAGUA: lNlance of Payment, 1978-81
 

(US$ Millions) 

1978 1979 1980 1981 

1. Exports, FOB 646.0 598.2 524 688 
2. Imports, FOB -546.8 -348.7 -654 -715 
3. Trade Balance (1-2) + 99.2 +249.5 -130 - 27 
4. Services and Donations, Net - .3 - 52.1- - 60 
5. Balance on Current Account 9.9 178.4 -182 - 87 
6. Official Capital, Net 43.2 96.8 T11--

Drawdown -ThT 757 6-0 
Amortization - 52.2 - 20.0 - 44 
Others - 6.1 1.5 -

7. Private Sector and APP -277.4 -301.0 - 40 
Amortization -120.0 -40 
Capital Flight -181.0 -

8. Amortization by Central Bank - - - 9 
9. External Debt Service in Arrears 

(Estimated I- terest and Amortization 
due but not paid) - -476.8 -207 

10. Surplus (+) or Deficit (-) in the 
Balance of Payments -224.3 -502.6 -322 

11. 1980 Deficit (-) with Unpaid Debt 
Carried Over from 1979 1/ - - -799 

12. Unpaid Deficit if 100% of all 
Unpaid Debt Service Charges 
(Item 9) are Refinanced in 1980 2/ - - -115 

13. 1980 Deficit if 80% of Accumulated 
Debt Service Charges are Refinanced 
3/ -252 

14. T980 Deficit if 60% of Accumulated 
Debt Charges Refinanced -389 

1/ $322 million plus $477 million 
2/ $-799 million less (477+207)= -115 million 
_/ $-799 million less 0.8 x 684 million = -252 million 
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TABLE 5 

EXPORTS OF PRINCIPAL PRODUCTS 

Value in U.S. $ Millions 
Volume as indicated 

EXPORT PRODUCTS 	 1978 1979 1980 1981 

Cotton 	 value 140.9 136.4 33.8 123.5 
volume(qq) 2,804 2,480 500 1,900 

Coffee 	 value 199.6 211.3 162.0 188.7 
volume(qq) 1,188 1,492 900 1,110 

Sugar 	 value 19.6 16.2 35.7 31.9 
volume(qq) 2,126 1,597 2,275 2,275 

Meat 	 value 67.8 90.0 71.5 90.0
 
volume(lbs) 74,926 75,000 65,000 75,000 

Shrimp & lobster value 14.7 14.3 39.9 39.9 
volume(lbs) 9,325 6,000 10,800 10,800 

Banana value 4.8 4.2 10.5 11.2 
volume(cases) 6,012 4,758 7,500 8,000 

Chemicals value 52.2 25.9 56.0 61.5 
volume(kg) 83,562 48,813 94,615 94,600 

Textiles value 11.5 5.3 10.4 12.9 
volume(qq) - - 4,460 4,700 

Wheat & cottonseed value 12.9 9.4 - 8.8 
meal volume(qq) 1,889 1,432 - 1,100 

Gold value 6.1 7.9 23.5 26.8 
volume(Troy oz) 67 47 67 67 

Others 115.8 77.3 81.2 93.4 

TOTAL 646.0 598.1 524.0 688.3 

SOURCE: 	 C.C.E. based on data from the Central Bank, the Ministry of Exterior Commerce 
and the Industrial Program. For 1981: Projection by Regional Economic Office 
with assistance from the Central Bank. 
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available to finance reconstruction and minimum consumption requirements. 
Substantial increases are projected in the importation of intermediate 
and capital goods for both industry and agriculture to replenish inventories 
and provide spare parts and replacement machinery essential to reactivate 
the economy. A substantial allowance hes also been made for the 
importation of construction materials. 

As shown in Table4,the balance of payments deficit in 1979 
was about U.S.$503 million. Interest and amortization payments which 
fell due in 1979 and which were neither paid nor refinanced are estimated 
at $477 million. As this amount is now overdue, the projected deficit 
which must be covered by a combination of new credits and refinancing 
of existing debt reaches about $800 million 1/ in 1980. Lines 12, 13 
and 14 show the effect on the remaining defi'cit of assumptions about 
refinancing. 

F. 	 Debt Service Charges 

Nicaragua external debt has increased rapidly in recent years. 
The total debt outstanding at the end of August 1979 was about 
U.S.$1.64 billion. Public debt was $962 million (59% of the total), 
up from $245 million in 1972. The increase in public sector borrowing 
reflects the need to finance earthquake reconstruction and to cover 
operating deficits of public institutions such as the national housing 
bank 	and Nicaraguan National Bank. 

Debt service charges on the public and private debt in 1979 
totaled about $617 million, about 103 percent of the total value of exports 
of goods and services. For the public sector, including the nationalized 
banking system, the 1979 debt service charges totaled $41'4 million, or 69 
percent of total exports of goods or services. These are, of course, 
extremely high 4ebt service ratios which cannot be maintained. 

G. 	 Government Revenues and Expenditures 

A summary of Central Government revenues and expenditures
 
is presented in Table 6 . Given the massive disruptions in the
 

I/ 	 This figure should be regarded as a very rough projection as existing
 
economic instability could result in considerable variations from the
 
projected levels of imports, exports or loan drawdowns.
 

http:U.S.$1.64


TABLE 6 

Government Finances, 1978-80 

1978 19 7 9 Est. 1 9 8 0 (Projected)
C$ C$ C$ 

Millions % GDP Millions % GDP Millions % GDP 

I. Current Expenditures 1,679 11.0 2,174 16.8 3,240 16.7 

Capital 821 5.4 571 4.4 2,233 11.5 

3. Public Debt Servicing 682 4.5 275 2.1 300 1.5 

t. Total Expenditures (1+2+3) 3,182 20.9 3,070 23.7 5,773 29.7 

j. Current Income 1,603 10.5 1,816 14.0 3,231 16.7 

Capital Income 18 0.1 - ­ - -

7. Total Income (5+6) 1r621 10.6 1,816 14.0 3,231 16.7 

3. Net Current Account (5-1) -76 0.5 -358 2.8 -9 -

Net Fiscal Surplus/Def:it (7-4) 1,561 10.2 -1,254 9.7 -2,542 13.1 

). Financing of Deficit 1,561 10.2 1,254 9.7 2,542 13.1 

Internal 1,496 9.8 758 5.9 312 1.6 

External 65 0.4 496 3.8 2,230 11.5 

;OURCE: GRN Ministry of Planning, based on data from the Ministry of Finance 
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economy during 1979, performance in that year appears surprisingly good. 
In interpreting the Table, one must note, however, that the figures 
are in current prices and that prices rose very sharply in 1979. Adjusting 
for inflation, both revenues and expenditures probably dropped in 
real tern., during 1979 by at least 25 percent. 

Government projections for 1980 appear extremely ambitious
 
and are probably unrealistic. Although expenditures are thus likely to
 
fall significantly short of that planned, a large deficit is clearly going to
 
occur. Financing this deficit will require a large infusion of foreign
 
resources if the private sector is also to expand and if the economy is to
 
avoid rapid inflation.
 

H. Directions of the GRN 

Austerity, production and equity are the principal themes of the 
GRN's approach to the reconstruction and rehabilitation of Nicaragua. 
Public sector salaries have been reduced, and the number of employees 
is being reduced as the government identifies superfluous workers, including 
the "fantasmas", who received salaries from the Somoza government but 
performed no work. Reorganization of several key public sector inst itutions 
is underway with the intent of reducing duplication of effort and strengthen­
ing public sector services. 

The Central Bank is pursuing a non-inflationary credit policy, 
equilibrating credit expansion with the acquisition of foreign exchange. 
The nationalization of the banking system is permitting the government to 
control the allocation of credit, and virtually all of the limited amounts 
of credit available are being directed to productive activities. 

The government has accorded highest priority to the agricultural 
sector and is making a concerted effort to stimulate production. The 
Minister of Agrarian Reform has repeatedly emphasized that the Government's 
principal concern is production and that agrarian reform programs must not 
undermine the urgent need to increase output. 

Equity considerations permeate the policies of the GRN. To 
facilitate a broad and active participation in the economic and political 
life of the country, the GRN is actively pursuing a policy of government 
decenhalization, and municipal governments and community level organiza­
tions are being encouraged to play an active role in the reconstruction 
efforts. 
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Although the government is assuming a more dominant role 
inthe economic life of the country, the GRN leaders have repeatedly 
acknowledged the need for a strong and vital private sector. The 
Government realizes that the private sector's perception of the political 
and economic environment is likely to be of crucial importance to the 
economic recovery of Nicaragua. Traditionally, the private sector has 
accounted for 80 to 90% of the GDP and has enjoyed - virtual monopoly 
of Nicaragua's economic resources, capital, know-how and managerial 
capabilities. With the advent of the civil war and subsequent national­
ization of the country's banks, mines, as well as the land and 

manufacturing enterprises '..which Somoza and his close adherents 
owned an interest, the public sector has significantly expanded its role 
at the expense of tihe private sector. Yet, even with these marked 
charges inthe overail economy, the private secto' maintains control 
over most of Nicaragua's productive assets. 

While a significant number of entrepreneurs, middle-level 
managers and technicians have left the country, many others are 
determined to remain in Nicaragua and to contribute to the rehabilita­
tion of its economy. The private sector is the primary influence on the 
government to move in a moderate direction. In its favor, the private 
sector can point to the active role that it played ;,the critical period 
of the struggle against the Somoza Regime, and the government is 
cognizant of the countr ' need . the private sector's skiis and 
entrepreneurship. 

I. 	 Implications of the Analysis for the U.S. Economic Assistance 
Program 

The foregoing analysis suggests several criteria that an economic 
assistance program should meet to have maximum impact on the economy's 
recovery prospects. There include: 

a. Immediacy: The most desperate need is for foreign 
exchange NOW. Aid received during the first semester of 1980 has a far 
greater value to the Nicaraguan economy than assistance received a year 
later. 

b. The program should, if at all possible, contribute to the 
reduction of both the balance of payments and the government's fiscal 

'' .
u!i I ' ";I, , 
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deficits. 

c. Funds should be channelled into programs. that aenerate 
immediate employment. The unemployment problem is expected to 
remain serious throughout 1980. 

d. Help is needed in removing bottlenecks to the resumption 
of economic activity in both the agricultural and manufacturing sectors. 
There is an urgent need for replacement parts for vehicles and machinery 
and for new machinery to replace that which was seriously damaged or 
destroyed. There is also an urgent need for the importation of a broad 
variety of raw materials and intermediate goods to meet current demands 
and to rebuild inventories. 

e. The assistance program should be non-inflationary, and 
-additional foreign exchange should not be used exclusively for the 
importation of capital goods. Most of it should be available for the 
importation of essential raw materials and consumer goods. The program 
must be combined with a flow of short-term credit to the private sector 
to provide the latter with the essential working capital that it lacks. 
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Ill. PROPOSED U.S. ASSISTANCE 

A. Urgency of Need 

The Analysis in Section II above shows that the Nicaraguan 
economy has suffered considerable damage to its asset base and a sharp 
decline in employment and output, and that the Government lacks the 
resources to reverse this deterioration. The country is thus in urgent 
need of external capital assistance. On the positive side, most of the 
country's physical and human resources have survived the war, and a 
Government has emerged which enjoys a broad base of public support. 
Provided that the new Government maintains sound economic policies 
and external assistance is forthcoming, the potential for rapid rehabilita­
tion is high. 

The Nicaraguan economy is in urqent nied both ofIforeign
 
exchange and internal stimulation. High priority

import needs -- agricultural inputs, agricultural and industrial machinery, 
raw materials and transport -- are essential if unemployed domestic re­
sources are to be put back to work. The cost of these import needs far 
exceeds the foreign exchange which will be generated in the short-run 
and the miniscule reserves of the Government. Internally, the government 
is vnable. to finance the kind of pump-priming program which is urgently

needed to stimulate demand and employment.
 

Failure to respond to the need for external assistance in a
 
timely fashion would mean that economic activity ,.ould remain at its 
current low level The lack of credit, employment opportunities, 
essential capital .goods, spare parts and intermediate goods would
 
continue to stifle production. Consumption levels would remain low
 
and unemployment high.
 

Moreover, delays ineconomic recovery wouH cause further 
lonG-term damage to the economy. Businesses which have temporarily 
closed or reduced output because of war-related activities cannot in­
definitely maintain their ability to recoup production losses. If the 
current economic malaise is permitted to continue, investors will lose 
confidence, businesses will begin to lose their management and labor 
skills, machinery and buildings will deteriorate and contacts will be 
severed with raw material suppliers, financial intermediaries and with 
marketing outlets. In sum, the economy's tangible and intangible 
productive assets, already depleted by the war, will deteriorate 
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irreversibly unless promptly returned to production. A further deteriora­
tion in economic conditions would likely be accompanied by greater 
interest in radical political and economic experiments and by a 
weakening of ties with the U.S. and other non-Communist nations. 

B. Objectives 

In developing its strategy to assist Nicaragua, A.I.D.'s 
primary objective is to reverse the economic deterioration of the past 
year and to restore to normality the productive sectors of the economy. 
Rehabilitation will be accompanied inter alia, by rising employment 
and income levels. Achievement of this basic objective will require that 
foreign exchange be made available immediately to allow Nicaragua to 
obtain the capital goods, spore parts and raw mater ials required to 
repair the basic economic infrastructure and to support productive acti­

v ities in the private sector. 

A second objective of A.I.D. assistance is to revitalize 
Government services and rehabilitate public infrastructure essential to 
economic recovery and long-term growth. Of particular importance are 
economic services such as the provision of credit to small farmers and 
business people and physical infrastructure such as roads and water 
systems. Achievement of this objective requires a relaxatin of the 
fiscal -onstraint caused by the war-related decline in Government 
income. 

It should be noted that measures which Nicaragua could 
take to redress this problem without outside assistance, e.g., increased 
taxation or internal credit creation, are not feasible at this time. 
Increasing taxes on production would discourage private investment, 
while taxes on consumption, except on luxury goods which are in any 
case not available, would be politically impossible. Borrowing from 
the Central Bank, unless such loans were backed by an infusion of 
foreign exchange, would generate strong inflationary pressures. To 
ease the fiscal constraint without generating those additional problems, 
the proposed strategy is designed to generate local currency resources 
while providing the hard currency support required for monetary stability. 

A third objective of A.I.D. assistance is to reduce the level 
of malnutrition and to ease the upward pressure on food prices generated 
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by the temporary disruption in production and marketing. As domestic 
food supplies are inelastic in the short-run, achievement of this objective 
will reauire the increased availability of imported food. At present, 
the lack of foreign exchange prevents the Government from purchasing 
sufficient quantities of food on the international market. The proposed 
strategy, therefore, includes PL 480 Title I commodities, the provision 
of which will neither discourage local production nor disrupt normal 
trade patterns. 

Finally, A.I.D. seeks to help the GRN set the stage for 
long-term equitable growth. With the change in Government, A.I.D. 
has an unprecedented opportunity to support a Government committed to 
groWth with equity. A.I.D.'s assistance has, therefore, been designed 
to support several of the Government institutions and programs which 
encourage the fuller, more active participation of the poor in the 
economic and political life of the country. 

C. Initiatives to Date 

A.I.D.'s first response following the Sandinista victory in 
July, 1979, was the provision of emergency assistance through the 
Office of Foreign Disaster Assistance (OFDA). Food, medical, and other 
supplies were committed to assist in initial war recovery efforts. 

Since the establishment of the Government of National 
Reconstruction, A.I.D. has provided rehabilitation and recovery assistance 
totalling $'4fl,33 million. This assistance included $3.1 million in food 
assistance, an $8' million cash grant, $5.5 million loan, grant and HIG funds 
from ongoing projects, $2.9; million in assistance to private organizations 
(e.g., CARE, FUNDE, CRS, etc.) and approximately $800,000 in other 
assorted assistance. (See Annex C.). 

Of these contributions, the PL 480 program assistance and the 
cash grant have been particularly important. PL 480 Title I and II 
program assistance financed vitally needed foodstufft. Local currency 
generated through the PL 480 Title I program is being i:sd to revitalize 
the agricultural sector. The grant provided balance of payments support 
and was utilized to generate local currency of which 75% was committed 



- 23 ­

to finance a grain stabilization program. The remaining 25% was 
committed to support a shelter program benefiting approximately 9, 000 
urban and rural poor who were left without adequate shelter as a result 
of the war. 

D. Proposed FY 1980 Assistance 

i3TS,sed :., ,-:preliminary discussions between the Administration 
and the Congress, A.I.D. now proposes three FY 1980 programs 
totalling $1COmillion. The proposed FY 1980 assistance package includes 
the provision of -70 million in loan funds and $5 million in grant funds,using Devel­
opmentAssistance and -.i)nomic Support Funds, and a total of $25 million 
of PL 480 Tifle I c,,37,:rodities. The size and composition of this program 
has been carefttly designed to make a significant effect on the Nicaraguan 
economy and to demonstrate the U.S. Government's commitment to improv­
ing the welfare of ihe Nicaraguan people and to cooperating with its 
new Government. 

1. Program Loan 

The proposed loan of $70 million is designed (1) to relieve 
the crisis in the Nicaraguan balance of payments, and (2) to stimulate 
•Internal economic activity, particularly with respect to employment
 
'generation. The loarn isthe largest and most important part of the
 
assistance package.
 

USAID/Nicaragua initially suggested that balance of 
payments support be provided in the form of a Commodity Import Program 
(CIP). Further analysis has indicated, however, that a CIP would not 
be the most appropriate assistance instrument. Several factors support 
this conclusion. First, unlike the CIPs in Near Eastern countries which 
continue for many year, balance of payments support for Nicaragua is 
not expected to extend more than two years. For this limited period of 
time, it would not be cost-effective to train Nicaraguan personnel and 
to establish the various mechanisms required to implement a Commodity 
Import Program. 

Second, establishment of a CIP would impose an admin­
istrative burden which Nicaragua would find difficult to absorb at the 
present time. The Nicaraguan Government bureaucracy has undergone 
a considerable shake-up with the result that inexperienced staff are 
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already hard-pressed to carry out existing programs. Essential new pro­
grams, some of which may be financed with the local currency generated 
by A.I.D.'s dollar input, will further increase the strain on the public 
service. USAID/Nicaragua believes it wnuld be inadvisable under these 
circumstances to burden the new Government and its inexperienced staff 
with CIP requirem:znts for advertising, documentation, gua~antees, and 
other administrative procedures. 

Finally, and most importantly, a CIP would not provide 
the quickly disbursing balance of payments support which Nicaragua so 
urgently requires. A.I.D.'s experience in other countries (e.g. Jamaica 
and Egypt) indicates iha. significant start-up delays must be expected. 
Such delays, which -culd be exacerbated by the present disrruption 
within the Nicoraguan public service, would sharply reduce the impact 
on the assistance program. 

USAID/Nicaragua, therefore, proposed to utilize the 
Cash Transfer mechanism established in A.I.D. Handbook 4 . A.I.D. 
loan fund will be provided as a lump-sum transfer and will be utilized 
to support o broad range of non-military imports needed by the private 
and public :ectors. The Nicaraguan Government's commitment to 
reconstruction and equitable economic development provides assurance that 
A.I.D. funds will be appropriately utilized. Moreover, A.I.D. will 
share with the Nicaraguan Government responsibility for programming 
the equivalent of U.S.$70 million in local currency, i.e., 700 million 
cordobas, which will be utilized for developmental expenditures. Through 
this local currency mechanism,A.I.D. assistance will reduce the 
Government's fiscal constraint, permit the extension of credit to small 
farmers and non-farm enterprises, support municipal development, and 
finance other activities which contribute to the establishment of long­
term, equitable growth in Nicaragua. 

2. Special Grant Assistance 

The limited size and the restricted nature of the grant 
assistance that A.I.D. planned to provide to Nicaragua in FY 1980 and 
1981 reflected U.S. Government concern about the human rights situation 
under the Somoza regime. Planned grant assistance was concentrated on 
OPGs, Project Development and Support and Special Development 
Activities. 
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Supplemental grant resources will now be required if 
the U.S. is to play a meaningful and constructive role during the 
transitional reconsi ruction phase now in process. This expanded A.I.D. 
role will also demonstrate the U.S. intention to cooperate with and 
assist the new Government. A.I.D. is, therefore, including in its 
request for supplemental FY 1980 Economic Support Funds $5 million 
of grant funds which the A.I.D. Mission to Nicaragua will utilize 
primarily for short-i'.rrn, high impact programs during the course of this 
fiscal year. Priority in the use of these grant funds will be given to 
(a) technical assistance and training required in conjunction with the 
developmental activities supported by the Special Cordoba Account 
created by A.I.D.'s 1can assistance and PL 480 Title I programs, 
(b) technicai c: sisr::cc and training needs which emerge as new Govern­
ment personnel experience managerial and technical constraints in their 
attempts tc. efficiently provide a broad range of economic and social 
services, and (c) support selected non-governmental organizations whose 
services are particularly important to the reconstruction and development 
efforts. A description of the tentative grant program is presented in 
Section iV.B. below. 

3. PL 480 Title I 

The USG has already agreed to provide 17.6 million 
in PL 480 Title I and $10.5 millim in Title II commodities during the 
FY 1979-80 period. These amounts are ossential to 
ensure an adequee supply of basic grains to the Nicaraguan economy. 
The Mission, is contiLnuing to monitor the availability of basic 
foods~uffs and w.ill reiquest additional PL 480 assistance if con­
ditions warrant. 
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IV. THE PROGRAM 

A. Loan and Local Currency Program 

1. Use of Loan Funds - The goal of the $70 million loanis to contribute to overall economic reconstruction and to the estab lishmentof an economic environment 
fully. The loan purrse 

in which the private sector can participate

is to ameliorate Nicaragua's urgent balance of
payments crisis and, with local currency generated from the loan, tofinance high priority recovery measures and budgetary needs in severalof the country's key productive and social sectors. 

The <7'! r!i,llion loan will be disbursed in three tranchesof $15 million, S4u m.iillion, and
maximum effort will 

$15 milli,n, respectively, althoughbe made to provide essentialbudget support to the GRN on a timely basis. 
balance of payment and

Limitations on the usage
of the loan funds will 
be as follows
 

-- funds she.ll 
not be used for the procurement of
military equipment or services of any kind;
-- at least an amount equal 
to 60% ($42 million)
of the loan will be used to support the foreign
exchange requirements of the private sector;
--an equivalent of $70 million will be used for
procurement of goods and/or services, excluding
defense items, from the U.S.
 

2. Locl __Currenc
dollar loan funds, 
Programs - Following the receipt ofthe-GR-" ace-an amount of Nicaraguan currency
equivalent to the loan amount disbursed 


a (C$700 million in total) into
Special Cordoba Account to be jointly programmed by USAID/Nicaragua
and the GRN. 
 The C$700 million, in conjunction 
with local currency
generated from the sale of PL 480 Title I commodies, will be utilized
to provide credit to 
the private sector and to finance high priority
reconstructioniand rehabilitation programs and projects. 
The actual
commitments of local currency from the Special Cordoba Account, including
that generated under the PL 480 Title I program, will 
be jointly agreed
upon by the GRN and USAID/Nicaragua. 

The USAID will 
ensure that the following special
conditions are applied in implementing the local 
currency program:
 

-- disbursements from the local currency account will
be made only on the basis of an activity agreeement(s)
signed between AID and the Government which includes a
description of the activity, the institutional respon­sibilities, a financial plan, and implementation

procedures;
 



- 26a ­

-- only private individuals or firms will be eligible
 
for credit. No state farms or state firms will be
 
eligible. Procedures will be devised to ensure that
 
credit is allocated on a non-discriminatory basis.
 

-- only private individuals will be eligible for
 
housing and home improvement loans. In addition to the
 
extent possible, small contractors will be involved in
 
the construction activities.
 

-- that an estimated $4 million of the public works
 
construction will be done by private contractors and
 
that maximum use of competitive bidding procedures
 
will be applied. AID will monitor bidding and
 
iwari procedures; and
 

-- that facilities for the Agricultural School will
 
be built by private contractors under competitive
 
bid procedures. AID will again monitor these procedures.
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The 	following is the illustrative allocation plan
tentatively agreed upon by the GRN and Mission:
 

a. 	 Credit for Small and Medium-Sized Enterprises 
C$ 20' million 

The development of small and medium-sizedenterprises has been severely affected by the civil war. Many firmssuffered war damage or looting, while others found themselves withoutadequate supplies or trar.po t. Still others found the demand for theirgrod or services haid >,-7iporarily dried-up. Many of these enterprises
now 	 require working capital to replace inventories and pay wages inorder to resume operations. Medium and longer-term capital is requiredto repair or replace equipment, as well as provide the opportunity for

future growth and ex),n',.,3n.
 

Expanding opportunities for small and 	 medium-sizedenterprises will play important roleon in Nicaragua's long-term develop­ment. Because such firms generally provide more employment opportunitiesper unit of capital invsted than larger-scale firms, their expansion willimprove income distrnbu:ion, promote decentralization, and contribute

positively to rehabilita'ion and development of the overall 
 economy. 

To facilitate the immediate rehabilitation and longer­term growth process of small enterprises, C$200 million will 
be used toprovide essential credit ond technical assistance to small and medium­sized enterprises. Eligible enterprises will include cottage industry,manufacturing, services, and wholesale and retail trade. The implementingagency will be the Fonco Especial de Desarrollo (FED), formerly part ofthe 	 Central Bank of Nicaragua and now integrated into the Banco Nacionalde Desarrollo (BND). In 1975, the FED esiablished a special programof small enterprise financing with $3.2 million provided by the CentralBank and $3.2 million of A.I.D. funds from Loan 524-W-029 (ManaguaReconstruction). While A.I.D. funds were fully disbursed by April 1978,the 	 FED successfully continued the 	 financing of small enterprises withother resources until April, 1979. As of that date, the program hadfinanced over 2,700 sub-projects and provided almost $9.0 million. Inaddition to credit, the FED has provided technical assistance to smallenterprises in production, marketing, administration, operations, and 
controls. 

Funds from the Special Cordoba Account will beutilized to expand capitalization of the BND/FED's small and medium-sized 
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enterprise credit facilities, thereby permitting it to extend loans to 
thousands of small businesses around the country. Although the FED 
has 	 moved from the Central Bank to the BND, it will continue to 
function as a second-story institution, channeling resources through 
intermediate credit agencies to the designated target enterprises. An 
estimated six to eight ICIs -- principally banks with offices throughout 
the 	 country -- are expected to porticipate in the program. 

Both 
working capital and %Ixed assets will be financed. Maximum terms will 
be up to 10 years and the interest rate charged to sub-borrowers 
will be about 12%. Interest rate spread for participating ICIs will be 
structured to cover their operating costs and to provide adequate incentive 
for their participation. BND/FED officials estimate the credit demand 
to be far in excess of what can be provided even with the A.I.D. 
assistance. 

b. 	 Credit for Small and Medium-Sized Farms 
C$100 million 

The provision of agricultural credit to small and 
medium-sized farms for either annual production or farm development 
purposes was seriously disrupted during the period of civil strife. The 
volume of loans gronted by the principal lender to small and medium­
sized farmers, the Rural Credit Program of the National Development 
Bank, 1/ declined by more than 50% during the 1979 planting season. 
The lack of credit coupled with other disruptions of the war has resulted 
in substantial loss of agricultural production and a significant decline in 
the number of cattle and other farm animals. The consequences have 
included shortages in the supply of basic grains and other'foods, a 
decline in foreign exchange earnings and a serious increase in rural 
unemployment and underemployment. 

I/ Programa de Credito Rural of the Government-owned Banco 
lacional de Desarrollo, 



- 29 -

The Government of National Reconstruction is 
strongly committed to restore and expand agricultural production and 
to raise rural living standards. To this end it proposes to strengthen 
agricultural credit services, restoring the services provided before the 
war and extending credit to the majority of smallholders who were 
formerly denied access to credit. The smallholders' sector is important 
in Nicaragua in both production of stable foods such as corn and beans 
and in the production of coffee, a major foreign exchange earner. 

In addtion to addressing that need, the Rural 
Credit Program also provides credit to agricultural cooperatives. Some 
of these are service cooperatives selling agricultural inputs, providing 
marketing facilities, and/or making sub-loans to their members for 
agricultural production. Others are production cooperatives that purchased 
their land before the war. Finally, the Rural Credit Program makes loans 
to rural enterprises, primarily small businesses engaged in cottage industry 
and trade. These businesses provide significant employment and income 
to low-income rural groups. 

The Banco Nacinal de Desarrollo estimates that it 
could utilize up to C$865 million for its Cr6dito Rural Program in 1980. 
The GRN and A.I.D. plan to allocate approximately C$100 million from 
the Special Cordoba Account to respond to these needs. It is expected 
that the Inter-American Development Bank will provide another C$420 
million; recuperation of earlier loans 5hould provide C$190, and other 
funds will presumably come from the Government and other donors. 

c. Employment-Generating Public Works 
C$250 million 

Like most developing countries Nicaragua's economic 
and social infrastructure has typically left much to be desired. Access 
to many regions is time-consuming and costly, communications are frequently 
interrupted, and substantial segments of the population are without clean 
drinking water, electricity, sewerage, and adequate shelter. However, 
unlike most other developing countries, Nicaragua's infrastructure has 
suffered two major blows in the past seven years. The first, the earth­
quake in December, 1972, resulted in the almost iotal destruction of the 
central part of Managua and caused extensive damage to outlying parts 
of the city. The rehabilitation of Managua required enormous investments, 
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which resulted in a shift of resources away from other parts of the 
country. The entire co,,nt'y was thus detrimentally affected. 

The second major blow to Nicaragua's infrastructure 
was the Civil War which terminated in July of last year. Physical 
destruction resulted not only from bombing, mortars, looting, etc., but 
also from the virtual cessation of normal maintenance activities. The 
net effect of these events is that Nicaragua's basic economic and social 
infrastructure has deteriorated significantly - a factor which impedes 
economic activity and reduces the welfare of the people. 

The new government has determined that a significant 
effort must be made to arrest and reverse the deterioration of recent 
years and to extend infrastructure to those poorer elements of the popu­
lation not previous served. Emphasis in the short-run will be on 
maintenance and rehabilitation. Major efforts are being planned with 
respect to roads, water supply, sewerage, and housing. Implementation 
of these programs will also have the important benefit of generating 
thousands of jobs for the unemployed of Nicaragua. 

Three government agencies are involved in the 
infrastructure efforts to be supported with funds from the Special Cordoba 
Account. The largest program, approximately C$128 million, will be 
implemented by the Ministry of Construction. This program includes 
the maintenance or reconstruction of Nicaragua's principal highways 
and feeder roads and the paving of streets in some small towns, 
particularly in the normally neglected Atlantic Coast area. The repair 
of war-damaged schools and other public buildings may also be included 
in this program. 

Potable water and sewerage systems are also in 
need of attention. It is anticipated that C$33 million will be used 
to assist the National Ir.stitute of Watler Su,',v and Sewage to implement 
a program largely in low income, urban areas. 

Finally, it is anticipated that the Special Cordoba 
Account might provide C$89 million to support the continuation of 
efforts to reconstruct Managua. The Junta for the Reconstruction of 
Managua plans to build or improve storm drains and other drainage and 
sewerage facilities, streets, a slaughter house and other necessary 
infrastructure. 
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d. Low-Cost Housing C$70 million 

The shortage of low-income housing will be 

addressed by programs of the Ministry of Housing and Settlements. 

The program would provide only up to about $3, 000 per unit and 

would depend heavily on self-help measures. In an effort to 

reactivate the ecor.omy and get cash into the hands of low- Tncome 

families, the program may include a scheme to reimburse the 

families for the labor they commit to construction. 

e. Municipal Development C$60 million 

As in many other Latin American countries, the 

municipal system in Nicaragua has historically been weak financially 
toand administratively. Municipal governments have been unable 

provide an adequate level of services to their inhabitants or to contribute 

to long-term growth on the local level. Although Nicaraguan local 

government traditionally has not been encouraged to promote development 

activities, the new GRN recognizes the important role that municipal 

government can play in mobilizing local resources and in generating a 

sense of local responsibility for economic, social and political develop-

GRN is thus pursuing policies for municipal developmentment. The 
and for decentralizing some central Government activities to the local 

level. 

To achieve this goal, the provision of credit and 

technical assistance is needed to cssistthe newly formed municipal 

development institute, the Secretarta de Asuntos Municipales (SAM). The 

purpose of the municipal development program is to strengthen local 

government and improve the quality of and accessibility to public 

services provided by municipal governments to the people living in their 

jurisdiction, especially to the poor. The proposed program will address 

the financial and administrative constraints facing local level municipal­

ities by providing municipal governments with credit for public infra­

structure and technical assistance and training to increase local revenues 

and improve management. Credit activities will be funded from the 

Special Cordoba Account while technical assistance and training will be 

financed from the $5 million in grant funds. 
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f. National School of ,griculture C$20 million 

The National Agricultural School (ENAG) has a 
five-year curriculum, a student body of about 250 and a faculty of 
twelve. It was originally a dependency of the Ministry of Agriculture 
and had a small, but adequate campus on the outskirts of Managua. 
When the earthquake of 1972 destroyed the buildings of the Ministry 
of Agriculture in the center of Managua, the School had to share its 
land and buildings with the Ministry of Agriculture, especially the 
Agriculture Sector Planning Division and the Agricultural Research 
Institute. 

The National Reconstruction Government has shifted 
'ihe School from the Ministry of Agriculture to the National University, 
which is probably where it shodd have been in the first place. Considering 
the fact that the location is a'favorable cie for the Ministry of Agricultural 
Development, that the area and existing buildings are too small for the 
school in any case because large increases in the number of students are 
expected under University direction, a new location will be sought. 

It is expected that the Institute of Agrarian Reform 
will assign a suitable piece of land in an area between Managua and 
Masaya for the National Agricultural School. 

The project proposes to use a total of 20 million 
cordobas to finance the engineering design of the buildings for the school, 
including classrooms, laboratories, library, farm buildings, cafeteria and 
dormitories. The project will include financing to construct the buildings 
which are essential to start teaching, and to buy such agricultural production 
materials and equipment, and laboratory equipment as is needed to begin. 

The development of an efficient, equitable agricultural 
sector is essential to the economic health of Nicaragua. Expansion and 
improvement of the National Agricultural School will make a substantial 
contribution to that effort by preparing a significant number of farm 
managers and agricultural technicians. 

3. Obligation and Disbursement - Through the Cash 
Transfer mechanism, the loan will be disbursed directly to the Central 
Bank upon authorization of the PAAD. At this time the GRN will 
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establish in the Central Bank the "Special Cordoba Account" at an 
equivalent value, i.e., C$700 million cordobas. 

Funds in the Special Cordoba Account will be reserved 
for specific activities described in Proposed Activity Summary Presentation 
(PASPs) prepared by USAID/Nicaragua in collaboration with the GRN. 
A PASP is a type of activity planning document first established under 
the Managua Urban Reconstruction Sector Loan 524-W-029. The PASP 
is conceptually similar to an abbreviated A.I.D. project paper and 
includes a description of the background, implementing procedures, 
financial plan, etc., of the proposed activity. 1/ A PASP usually 
varies from 10-20 pages in length, and forms the-basis of an Activity 
Agreement between A.I.D. and the GRN's implementing agency. 

Disbursements from the Special Cordoba Account will 
normally be made quarterly to support those activities agreed to by the 
GRN and the Mission. USAID/Nicaragua will monitor the implementation 
of these activities for compliance with the agreements, but will not seek 
the degree of supervision exercised on projects which receive direct A.I.D. 
funds. It is anticipated that 80% of the local currency funds programmed 
through the Special Cordoba Ac© unt, including that generated from the 
PL 480 Title I programs, will be obligated and disbursed by the end of 
FY 1981. 

B. Special Grant Assistance 

1. Uses of Grant Funds - The rationale underlying the 
request for $5 million in grant funds is presented above in Sections 
Ill. B. and Ill D. Following are brief descriptions of the activities 
USAID/Nicaragua anticipates financing with the requested ESF grant 
funds. 

1/ An outline of the PASP is provided in Annex B. 



- 34 ­

a. 'Cooperative Development (FUNDE) $1.0 million
 

Approximately $1 million will be utilized to
 
$5 million program to assist the Fundacion
finance the first tranche of a 


The AID
Nicaraguense de Desarrollo (FUNDE) over the next 30 months. 

grant funds will provide lending capital for 58 member cooperatives
 
and strengthen the FUNDE coooerative system through the provision of
 
technical assistance and commodities.
 

Approximately $4.8 million of AID grant funds will be
 

lent by FUNDE at eight percent to member cooperatives. The cooperatives
 
will inturn lend these funds to their members for working capital
 

and fixed capital needs of agricultural, industrial and service enter­
prises. Lending to tndividual cooperative members will be atprevailing
 
interest rates, currently around 12 percent.
 

In addition, approximately $200,000 will be utilized
 

to (a)procure vehicles and office equipment; (b)develop special studies,
 
data analysis and collection, and complementary services to the lending
 
program; (c)design and implement a management information system within
 
FUNDE; and (d)develop a master development plan for the FUNDE cooperative
 
system.
 

Project beneficiaries will be the current and potential
 
members of the FUNDE cooperative system. Currently there are 17,700
 
members included In58 cooperatives and four branches. With continued
 
growth and the creation of an estimated 20 new cooperatives, membership
 
in FUNDE cooperatives isexpected .to increase by 61% to 29,100 people. As
 
most cooperative members are heads of households, it isestimated that
 
145,000 people will directly benefit under the program. The principal
 
benefits anticipated under the program include increased employment,
 
production and income.
 

FUNDE plans to supplement AID's contribution with
 
income from operations and with grant support from the Inter-American
 
Foundation (IAF), Appropriate Technology International (ATI), and
 
Private Agencies Collaborating Together (PACT). 

b. Agricultural Institutional Development $2.25 million
 

Nicaragua lost a considerable amount of technical
 
and managerial talent during the war, and the unsettled political
 
atmosphere following the war has further increased the number of tech­
nicians and managers leaving the country. Agriculture has been
 

key public
particularly affected by this out migration, and several 

and private sector agricultural institutions have been left without
 

The purpose of this project is to provide
sufficient or qualified staff. 

needed technical assistance to agricultural institutions involved in
 
various phases of crop and animal production, storage and marketing.
 
This in turn will contribute to the revitalization of the agricultural
 
sector. The following isan illustrative indication of the institutions
 
and areas to be supported:
 

legislation, land
Aardrian Reform Institute (INRA): Ldnd and water 

measurement, land titling, farm
 
producti on; 
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Ministry of Foreign Trade (MCE): Export policy development, market 
information, export legislation; 

Basic Foods Company (ENABAS): Operation of grain silos, bagging 
equipment development, pest 
control, packaging; 

Ministry of Agricultural 
Development (MIDA): Quarantine procedures, coffee rust 

control, crop and animal surveys, 
survey technology. 

To respond to specific requests for technical assistance 
from these and other agricultural related institutions, it is anticipated 
that the required expertise will be drawn from U.S. universities, private 
consulting companies, and individual contractors. The Mission plans to 
study the appropriateness of the Title XII mechanism for this activity. 

c. 	 Central Americrin Institute for Business 
Administration (INCAE) $400,000 

Approximately $ 00, 000 of the grant funds will be 
utilized to supplement the normal income of the Instituto Centro Americano 
de Administraci6n de Empresas (INCAE). 

INCAE is a privately supported graduate school of 
business administration serving the Central American Common Market 
countries and other neighboring nations. Patterned after Harvard 
University's Graduate School of Business, with which it maintains close 
relations, INCAE offers a two-year Masteis Degree Program, a six-week 
Advanced Management Program, a variety of three-day seminars, and 
mana g ement consulting services for industry and Government. The 
quality of INCAE's services is extremely high. 

INCAE's primary sources of support are tuition, 
fees, donations from the private sector, and grants and contracts with 
international agencies. Among the countries served, only Nicaragua 
has provided budgetary support from public funds, and that assistance 
has now terminated. Since its inception in the mid-1960's, INCAE 
has received considerable amounts of A.I.D. grant and loan assistance. 



- 36 -


This assistance was a critical factor enabling INCAE to expand its
 
services and to meet its financial obligations.
 

Despite the disrupion of normal activities following 
the Managua earthquake of December, 1972, INCAE was successful in 
maintaining a high quality program. However, the war has once again 
severely interrupted INCAE activities. Enrollment has dropped and 
projected revenue in 1979/80 .is not sufficient to cover planned expendi­

tures. While expenditures have been cut, the high level of fixed 
costs precludes expenditure cuts sufficient to balance the budget. 
Further cuts would reduce the size and quality of the INCAE program. 

Although INCAE's orientation is toward the
 
private sector, it has embarked on a program to demonstrate its potential
 
effectiveness in the reform efforts of the new government. This effort
 
has been well received by the GRN, and several seminars are planned
 
for the immediate future.
 

The business community, particularly in Nicaragua where 
support has traditionally been most generous, has been considerably 
weakened by recent events, and it is unlikely that INCAE will be able 
to raise adequate revenue from this source. USAID/Nicaragua believes 
.hat under these unusual circumstances further A.I.D. assistance is 
warranted and, therefore, proposes to provide approximately $300, 000 
from current fiscal year funds. An analysis of INCAE's expenditures 
and income generating capacity recently completed by an independent 
consultant strongly recommended that a grant of at least this size be made 
availabhe. 

d. Quick Response Development Fund $800,000 

These funds will be utilized to support GRN 
technical assistance and training needs and to give the Mission flexibility 
in assisting non-government activities. The rationale for the former is 
twofold: (1) to ensure that institutions implementing projects with funding 
from the Special Cordoba Account have access to non-Nicaraguan tech­
nical assistance and training and (2) to respond to needs that will arise 
during this transitional period in sectors of A.I.D. interest, especially 
but not exclusively Agriculture, Health and Education. 
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Assistance to the GRN will be administered by
 

the Minister of the International Reconstruction Fund or the Minister
 

of Planning. Itwill be available for contracts with U.S. and Latin
 

American firms and individuals who can provide expertise needed for
 

the reconstruction process ina variety of areas, e.g. fiscal planning,
 

government organization, energy, technology, manpower planning. Training
 

activities in the U.S. and Code 941 countries will also be financed.
 

The Mission will retain control of part of the
 

fund to support non-government development activities.
 

e. 	Partners of the Americas.(OPG) $250,000
 
Three Years
 

The Partners, both in Nicaragua and Wisconsin,
 
have requested funding to help them carry out a large variety of
 

technical activities and development projects. Unlike most previous
 
finance Partners' efforts throughout
Partners' programs, this grant will 


Nicaragua and not be confined to northeastern Nicaragua.
 

This grant will allow the Partners to work with
 
both the private sector and the GRN in such fields as agricultural
 
development, cooperatives, basic adult education, water resources
 

development, health and nutrition, and municipal development. It
 

is based on the Partners desire to reactivate and strengthen their
 

work, and to move from an emergen'y relief stage (during which they
 

gave considerable assistance) to one of longer-term reconstruction and
 

development. During the last several months, the Partners have provided
 

human and material resources to Nicaragua. Under this grant, these
 

services will be augmented and tied into continuous longer-term,
 
The 	funds will
experimental projects to benefit the Nicaraguan poor. 


complement Partnirs' resources to bring qualified short-term experts to
 

Nicaragua, finance training of Nicaraguans in Wisconsin, enable the
 

funding of specific development projects, help pay for one or more full­

time Partners' project coordinator(s)/administrator(s) in Nicaragua to
 

provide for continuous management of projects, and provide - if neces­

sary and on a limited basis - for the transportation to Nicaragua of
 

materials and equipment donated by the Wisconsin Partners.
 

The 	grant will consist at the outset of several
 

specific programs, with flexibility built in so that other specific
 

programs can be logically added later according to Nicaragua's needs
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and matching of institutional, technical and material resources. Definite 
plans exist for agriculture. The grant will partially finance the trip 
of twelve young, poor farmers from the Matagalpa region to spend 
eight months on family farms in Wisconsin so they can learn the 
fundamentals of the dairy and cheese industries, including herd manage­
ment, animal nutrition, siloge procedures, and herd health care. A 
sub-project with the Food Technology Laboratory of the Central Bank 
will provide: (1) an advisor for six months in the management and 
operation of food processing plants; (2) a researcher for six months 
to work on improving and extending the varieties of Nicaraguan 
cheese; (3) an arrangement for supply of reagents with Central Bank 
financing; and (4) assistance in training staff through short courses. 
The Banco Nacional de Desarrollo (BND) has requested the Partners to 
assist with a project whereby hand tools, chemicals and seeds (vegetable 
and sunflower) would be distributed to small-seed farmers. The private 
Central American University (UCA) has requested help with a broad 
program of forestry research and reforestation. The Uni6n de Productores 
Agropecuarios de Nicaragua (UPANIC, also private) wants Partners' 
assistance in a rat control program (60% of the rice crop is being 
destroyed by rats) and for training Nicaraguan technicians in artificial 
insemination. This grant will also provide Partners' advisory assistance 
to the Ministry of Education's Agricultural Education Division in farm 
machinery usage, artificial insemination, basic grains, poultry, dairy 
cattle and various workshops. 

f. Scholarship for the American School $300,000 

A special scholarship fund will be needed
 
to make it possible for 100 Nicaraguanyoungsters from families
of limited means to study at the American School inManaqua. A
 
fund-raising campaign in the private sector is expected to pick
 
up future.financing of these scholarships. Selection of students
 
will :be made by a tecial committee made up of Nicaraguan and U.S.
 
representatives.
 

2. Obligation and Disbursement - As inthe case of Special 
Cordoba Account Activities, the Mission will prepare PASPs on the grant
funded activities. Activity Agreements will then be signed with the grantee. 
An exception tothwe procedures will occur in the case of OPGs for which the 
Missicn will follow normal A.I.D. procedures. 
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3. Source and Origin Waiver - It is requested that a 
blanket waiver be issued for the procurement of goods and services 
with grant resources to allow procurement from Nicaragua and countries 
listed ingeographic code 941. Handbook 1, Supplement B,Chapter 5 
outlines several criteria for waiving A.I.D.'s normal source and 
origin requirement. This request is based on two of those criteria: 
(1)circumstances which are critical to the success of project
 
objectives -- in this case, the need in many cases for qualified
 
Latin American contractors to perform the required services; and
 
(2)impelling political considerations.
 

The GRN faces urgent problems daily and must be able to
 
resolve them quickly to be able to reactivate the economy and public
 
services. To do so, the GRN must be able to call upon experts who
 
have faced similar operational problems during their careers. While
 
much of this technical assistance can be obtained from the U.S., in
 
some cases the people having the most relevant and applicable experience
 
are from Latin America. For example, in the area of land reform, while
 
U.S. experts are available for consultation who have done research in
 
this area (and these will be utilized), they will need to be com­
plemented by former members of land reform agencies who have had
 
hands-on operational experience. The participation of Latin American
 
contractors is therefore deemed critical for achievement of project
 
objectives.
 

It is a foreign policy objective of the U.S. to promote
 
greater ties between Nicaragua and other democratic nations of the
 
hemisphere. The provision of third country technicians to help
 
resolve problems faced by the new Government could help achieve this
 
important political objective.
 

A blanket waiver is requested to avoid delays in respond­
ing to urgent requests from the GRN. Obtaining waivers on a case by
 
case basis would be cumbersome and time-consuming. It is expected that
 
the greatest need will be in the Quick Response Development Fund component.
 
The blanket waiver should be prepared for an amount up to $500,000.
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C. PL 480 Program
 

The proposed PL 480 Title 1 Program is an integral component
 
of A.I.D.'s response to the economic recovery of Ficaragua. With crop
 
production estimated at 37% lower than the previous year and the acknow­
ledged shortage of basic grains, the use of a PL 480 Title 1 program can
 
provide immediate and short-term relief to the agricultural sector. After
 
careful review of existing stocks and projected production levels, USAID/
 
Nicaragua proposed a $15 million Title 1 Program, of which $10.million
 
was authorized in February 1980 and the additional $5 million in
 
April, 1980. Commodities provided include wheat, rice and edible oils.
 

The PL 480 Title 1 Program for FY 1980 will increase the
 
availability of food, improve the nutrition of the target group, and
 
generate local currency needed for the rehabilitation of the agricultural
 
sector. More specifically, the local currency generated through the
 
Title 1 Program will be used to finance measures to increase agricul­
tural production, to reduce harvest losses and to improve the living
 
standards of the rural poor. These self-help measures will include,
 
inter alia, agricultural credit, improved market facilities, research,
 
expanded farmer training programs, and protection of stored grains.
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NICARAGUA RECOVERY PROGRAM 

S',NON-PROJECT STATUTORY CHECKLIST 
($70,000,000) 

I. 	COUNTRY CHECKLIST
 

A. 	 GI:tI:i'RL (R TEPIA rvc% cp ,:n,! 

1. I(.. r . ,.'.1. l'.s it I :.., k-te ii'Hned 
'that 1thv'.-(,";{rO*,f.t of '.Li, i':0L coJiitr.ey
has failvJ -to thx .dequate ste;is to 
prevent nircc:ics druq, d otr,r con­
trolldI substanr.:es (as dr. 111d by the 
Co.lpv'ehonsive Irug Aibu.e I'rovention nd 
Control ct. of 1970) prr'!t:ccd or pro­
ccsscd, in whole or in p: 1't, in such 
country, or trinsp:ort6d thr uh slch 
country, from lk.ing sold iIea1ly 
within the jurisdicticn of much country 
to U,!-, Gmvc'rr,ircnt personieI or their 
depcitdcnl.s, or frcuii eritcrio, the U.S. 

2, 	 i'J%"(c. b000:). If cissist'.nce is to a 
u, ecrc 

dcL r,'.*il;.d 0,.1* iL is not C ,,.ox l d ..y 
. fo\'c,'rr:,e :7 the m. ry (f St.:.. 

the 	 i ut erW;: Li ur.: 1 .CX;;;n i t I{,V;e'e LY 

31. . ,1'.:,20(0. Ifo!,: intnce is to a 
* debltor or uncon:itin l cara,,)nir e its 

det to a U.S. citi;,n fur (po,1 or 
services iri"',ied o. o.,.er.d hr (a)
such ciLizen has ;.xmttcd .vilahle 
leal r ,Wd (1:) (J.htandirs o 
denied or ccnto.Lted by such goverr.ricnt? 

4. 	 rAA S ii assirtance is 
to a7cj(ueF1:i',.(:l', os it (incli:diriqgovern;:elit (:enci es "or suhu. lvi sic.ns ) 

a.taen .,i a;ctiori which has th, effcct 
of nationalizinq, e:,rcipriaLin( , or 
otherwi;'.? sCizing 01..h,.1 or contrul 
of propserly of U.S. Ci'i.511nS COrenLitics 
beneficially (.ned 1-yL mc Ii ti.o t,,kin 
stepS to discharge its olil irations 

= toward such citizens cr c:ities? 

r), rAA Src. C.?.f), Ar . Sc.. "NI, Is 
*.*recip .n. co~ntr, 3 U .,:n St. ,,Uii . 111l11.a sis tanca e . prv ,'h*J :o th 

• Dr.ocraLi C I:tp,',bIic , ' rn..: (.aort hi 

VieLll3u-), So'uLtI Viu-tr ,, Ca,,,;odi3, or 
S' " Laos?
 

No. The GRN has an active program to 
prevent narcotic use and traffic.
 

Yes.
 

There are reported cases of outstanding debts 
and seizure of property of U.S. citizens that 
remain outstanding. Because of the disorder 
that resulted from the civil war and the change
in government, the matter of exhausting all 
legal remedies is not clear. New GRN legis­
lation concerning this is in process. The 

GRN has consistently maintained that itwill
 
'pay all legitimate claimants. 

No. ... 

http:coJiitr.ey
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6. rMA S,. 620(1). Itsrecipi1rnt country In. No,.based on available I'nformation. 
an7~.'y it,'I (a) : vrw1cson-ofr or1v 

i1itary ag:i'sWon arainst, the United 
States or any country receiving U.S. 
assistnce,' or (b) the planning of such 
subversion or bqgressfon?
 

7. 	 FA Sec. 6.(J). las tle country per-

FiLMed, or Ifed
Ia to t.ke adi(.iJate 
ncasures to prevent, the d'',g or 
oepLructio. , by meb action,,Of U.S. 
proprti? 

C.. 	 F_Sec. 620*(1). Ifthe, country has 
TfaiicF'To Mi'tute the invortment 
guaranty program for the specific risks 
of expropriation, inconvortihility or 
confiscation, has tlhe AlP Adinistrator 
within the past year conti:dercd denying 
assistance to such goverr,:rent for this 

9. Ft,%S -c. 6900). ri.inn ,rr ctive 
. 01. 

npos-edany penalty or Jair 
co.unrya sl-j .. 

-t" sancion 
any 	U.S. fi,,hing activities in 
ittrniticr,al waters, 

a. has any deduction roq, irel by 
r i.heixen' Prptcctive Act feen mdC? 

'. b. has co':plete denibi of assistance
 
been considered by AID Administrator?
 

10. 	 'A , 0, S. 504. (a)Is 

tihr i.epnpt,'rcounitry in 1iL;.t on 

interest or principal of ,ny AI) loan to
 
that country? (b) Is couitr', rore than 

one year in default on interest or 
princilpal on u.S. loan made pursuant to 
Sprogri, for which funds appropriated under 
Approp. Act, unless debt %as earlier 
disputed, or appropriate steps taken to 
cure default? 

,'M. tA S.ec. 020(s . What perceitage of 
cctnRyTTud,-J.t is for military expendi-
tures? Ilnoruch of foreign 0ehinge 
resources spent on ilitari eqJi',ent? 
lic..: spe'nt the purchase ofmuch for 
spp,,isticatci werrons sys5,,S? (Consid',ra 
00o Of t1.iS, Points to I,.:is co:wrdin.ated 

and Policy 
Cjord ioat i o. l.eli r al Coortio,'ors and 
lilitary Assitton;ce Sta ff (l;c/kc).) 

%.:iththe' [LI'eau for ,Proir ','.i 

During the Civil War and the period immediately
 
thereafter, there were lawless seizures of
 
U.S. property. However, as public order and 
stability have returned, the GRN istaking
 
adequate actions to prevent such incidents.
 

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

Yes. Loans are being renegotiated because of
 
the economic conditions described in this
 

paper.
 

Since the establishment of the new Government,
 
current statistical information is not
 
available. However, we are confident that
 
such expenditures are substantially below that
 
of 	the prior Somoza regime.
 

i4'
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A. 

12. rtA Sec._c..qot). Ilas the country 	 No. 
ii 


.. .Uiited.States?._.LIf -so, have _they been
 
rot. and have I "tumd i51it
 

• .CV~ ddip1ona* c relatinn5 with the 

ance agreements heen neqotiated and 
entered Into since such resurdl)tion? 

13. IM Soc. 620(u). $!hat is the. papeneat The GRN's U.N. payments are currently in 
'sta'tui ' i '-ounty's U.N. oilibations? arrears. USAID/Nicaragua has discussed 
If the country is in rre.r!., :;.re such 
ar-.aran, taltCe- isto a.ccount by th.ir this matter with the GRN, and expects that 

Nicaragua will meet its U.N. obligations.
A,'Iini;,trtbr in d cer,:rivi!l the current 
AID 	 Opcr-ticnal Year [;-.djget? 

14. r/,'% .A. th'; country grnted No.6.r lies 
$liIC:u '1y fr. IIr.. Lcution to ally indiv i­
dual cr group which has co.,ittod an act
 
of international 'torrorisin?
 

ll. FAA S-c. 659, If (a) ,ilitary base is 
and was N.A."5UT6 i'fT'hclpient country,

:'ir"tainad Crconstructed or isUoir. 

operated with funds furni.lcd by the 
United States, and (b) U.S. lnrsoninl
 
carry out ljtory operatiors fron ;uch
 
base, hos th Pr eside 'nt datc,',:ined that'
*,I-:cr , So;lciicdivsso. 	 I
the 	giovcrroaont oil rDcivienlt country has ~I~ 

to such h'ase?CorreslxIidelits 

thin rcuntry ohject, on No.:..*16. , c . 
r'.Ce, ;i.e.,ba:cs¢.i :cl ,.at i,,:.l iriiin c: 

employeesC', to the presciice of any officr-r or 
of the U.S. there to carry o'it econmic
 
developrert program under liM?
 

- 1' FAA Svc. 66'9. 1Is thP country del ivered No.
 
o"--	 reproce7siing 
en ich':.nt ecquin1,nt , lat, 1ial s or
 
tcchnology, Witihout specified arrangements
 
on safeguards, c'tc.?
 

" 	 '.c'~ivd-nuclc" or 

3. I T IT l;0. tcl eAr theqprnc.os,0ih~ncountry de, ivered ', No. The country is not a "nuclear17 i ,c , as r 

ctUII.unt, ;ateria'l (W tOLhrr, c:.y? Is weapon state."
 
the, country noat a "nucl ,hr-w.:.oui state"
 
as defin.ed in 'rticle IX(3) of the :ucleer
 
UIon-I'roliferaticn Troety and on which
 
detonates a nuclear explosive device?
 

19. rMSec. ."01. Par. the count.ry denied NO. 
" 	 ct,1:-,ZiCens" the right or oppu'tunity 

.to (migrate?
 

lB. 'UN(D1N1 CI(ITF.PIA rn cvI,,,I.Y 

1. 	 Economf.tiC upport Rnd .Pority
 
Criteria
 

a, 	 I'AA Sec.., l'as the UlVartVnt of 
tt,.' .1i, hih n tht The Department of State's 'latest annual 

not 	find grossthe 	 couneitry I.l en:)a,.c) il a con. ;,tent report on Human Rights does 
lmatt,',1 Orf r,, vs *iol,, ii ,, f1 violations by.the new Government. 

,ratt O 	 I ,.'.jn r irhtsc 'illOOr 

.1 SO, i, pir irin in ccod,.ncr, with 

p,l icy of this S',ct lo1? 

http:count.ry
http:defin.ed
http:ich':.nt


, 


'Dl 

h. rAA S c.. 1 the A'l:,tn~e to be!',31. 

furn't~hed-to fri,;,dl country, organlza-

assistance?
 

c. rAA Sec, (,m. Ifco..oditie.s ),e to 
be gHi'e'd"'5,6'o-)L ,flc ptr.oeeds Ill 
Accrue to tIeo recipint country, have 
Special Accou.nt (co'nterpart) arran.cg;ents

boeet viade? 

i. r; Sc, 1(?? lae criteria 
been c',tfahi :.iJ 1r.ikuni, into a.-.ourt, 
to assess co;:mitr..ent atd prouros, of 
country in effLctivel, i,cAvirg the poor

as: ­indcvelopmnt, on ,tlcll incexes 
Il snimll-farii laoor inrcnsive agriculture," 

1reduiced infant r-Ortal ity, (3) Powill­
tion S;rc-th, (4) equality of incor.e 
distribution, and (b) une:',qployment. 

b. rAA Sec. 115. Will country be
furn'7.iihdi7J-a(T ,-:fiscal },aet~rYes. 


sectivity,funfT ,uppurting assistance, ori .iddle
• sitnco dde 


Wast. peace funds? If so, Ihs the Congress 
specifically stori,:furds, Or.uch 
is as, stan¢,c, for io l,'ation pr1,lr:11s,
huiar, it,:trimi aid throtugh intern:i.lional 
ormi za l on , or regional prog'ixs? 

C. IA Sec. 1.16. Cn it Wa de,:xonstrated
that n'(:ptc,',]d assisLarce will direct.ly
benefit the r,;edy? If rot, has the )c.part.. 
,ernt of State riede findings .:iich indicate 
that this .qove.ent ih1 ahis encr.,;'S 
consistcit pa'ttern of 9rOSS violaticns of 
internationAlly recoynized huiian rights? 

II. NON-PROJECT CHECKLIST
 

A. CEG'F.rJAL OP. 1M AWSSISC"...")'CT 

1* n ,..Ire ,,A S,. rc.3(hj_l;r,. V 

(a)toeribe Ii:,Cor.:;:itt.es on Avpropria-
tion (fS(,nate ,.n.Jilc-uhave 
will le notified concerning te rnprcject 
assistance; 


(1)is ,ssist.-nce within (fl,erat innal 
Year (it-cirtcr..inl 
orvahi..'!;on al Ic..atin reorted "n thC 
Colic (or no. ;.)rr: han $1 uil1inn 
over th.t Iiyn !:1:; l(:)? 

ANNEX A-I
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Yes
 

Not applicable.
 

Yes
 

I M N 

MEW 

Congressional approval of
 

$75.0 million ESF supplemental is
Ys ogesoa prvlo 
still pending as of this writing.
 

The program will benefit the needy.

The Department of State has not found
 
evidence of gross violations of human
 
rights in Nicaragua.
 

(a)All pertinent Congressional Com­
been notified of the
 

mtesavben of o te 
program by means of a supplemental

appropriation request. Congress was
 
notified on 3/31/80 that this program

would be initiated with $15 million
 
in reprogrammed D.A. funds.
 

(b) N.A.
 

* 

http:Cor.:;:itt.es
http:direct.ly
http:Accou.nt
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2"..rAA. Sc. c(a).). Iffurther lorlis. NA 

country; wlhat is ,a:i, fcl. rIonaL:e
 
eAPtctatic, n that such ac.tion will le
 
C:o:')htcAd in tinle. t6 ,ai itordlerly

acco:;pI i.*zt oo*iurpo'l Of the
 

3. 	 FA. : ? ..'I.A 1s'sasitance rore No.
• e'i"Fci "e'fec troughT'1" 	 ive i,,irn 


reginnal or r'iltilatr,,l ,n:,,,niaticns?"
 
Ifso :hy is o.sist-r,:u: 10L So ji'c:i?

Infon:tation ani ccilciimOi i..hethrr as!.ir.t­
anke .0I 1 encoir,':u m'ein.il cui.,N.Io;.:'n(

proqra:ns, If'assisti;nre is for nM,..y
.nJcpendent country, is itfurnished
 
throuoih iril til.toral or ni;',tioltis or in '
 
accor nce wi th,~ultilaer:l pleans to
 
tha 	nunxic,umn extent apprcoriote? 

4. .rwt Sr.c. (0l(a)', (i c. 	 (or.. ?'l(f 

" ,-, ;c' wi.n". , (a)yes
 

oncouralic efforts of the cf:untry to: 	 c yes
(a) incr',Ise tle flo't of yeserr.atiohaly
 

Aradle; (b) fcPs~er nrv~'iiiLi e) 'yes
and 	 conmi,It ici0; (c) , , .c.i o f N .A .
Prien! and w e of coc;.:.r, tives, credi 

-

.f. NA 
|ltionf., Ind.( an~d
;,1e 	l;G; io:.n assci,.t.ions; 

ir'qa ?J t:Jli 

) i:i;o'.'e 't;cz;nical c ficicr cy of
 

itn:Iut.try, aricuiti -, ,.. c'.:,:rcc; and
 

*( ) 	di )mcgi,.'. ti . P'ctic.c-S; 

(f) 	 streiitk-hen frec Iab.,r uniuns. 

S. 	 rAA Sec. Cril(b). Infor:;atinn and con- The borrower will be required to pur­
" JL', will'i ;' l-r.r'hir,isiance cncou-rTed 

abt 	 chase an amount at least equivalentU.S. lpiv',;to trade and inV(.!.Qr lrad
and 	 vnewnra., riv. te U.S, part ciraticn to the loan in U.S. exports. 
in forci-ii .. si.tncc pror:-:'; (including

uf.c of private trad(, channcll and the
 
serviccs of U.S. private enLerprise).
 

* 	 stepsFr. cG .-.. b: tFI )S tot 	 With regardte. o wi~roe ~ t to the. to the $15 million of 
iprn;ixii;,lum c:.tc;t ijosibIe. contry is 
: t.;,.n 


tI:r 	 D.A. funds, counterpart contribution
 
" 	 conLrituti-.i local cjrre.icie to meet will be at least 25%. U.S. owns 

the cost of .xontract-r ai. .arot.cr scri;ices, no sizeable amounts of local currency.
iind forekin currenc ies ot.noti I:ythe Untcd 

: SatPs are utili.Ced to re"t thn cost of
contr,,:tual 'al other se'r'ices, 

7. 'A Sinc. 612(,i . Do,5 l.. United .tltns ' ' 	 o. oV41,%r 'iy {,-(c; .1 if , No.
 

• ihat ,ive,been (or its,1%tcJ.rc' on-t,,,e
1i c.150.7c 	 . . , N 

http:1%tcJ.rc
http:inV(.!.Qr
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* ,.lNonnrni,:t, Critfri, for F.cono mi. • 

a. I'AA 5%11.1w ,;Ill, tIf a5s'it,1lcO The program will directly address the 
.'Sup;Z t:cono..c m po1It0c1l GRN's severe balance of payments and 
sthIdlity? resources crises, and stimu­.,'lternal 


late domestic production and employment.
 

2. lionprroiet Cri'ri; for P,:le . 

•
F.tent , 1'dnic M•; I1 l The program will extend credit to rural 
e'x elo;n rr,,-. (onrin It ively in;'o.'th eo , f o a cl r 

eccr.,,, to ecocr,crty aL 1ocal levul poor for agricultural and ruralexte'iding
incrc:asir.f 1:Tor-intcnsive rofduction, enterprise applications. Cooperatives 
spreading invost"oflL out fro'm cities to _ will be eligible for assistance under 
sr.all. toe,,'+ .nd rural, are.:a; nd (.) lhelp the faymcredit component. Upgrading 
develup coop-ra.ives, os.i,t rural ,nd of the country's road network will 

-urban 11,.11 to help thie,. ,ives to.,ard improve access of rural poor to mar­
better lift, a.nd othr!i0 etCOUrA, keting and communications channels. 
democra.tic privatc. and local goverrnunt. k 
institution?. 

b. rivA Sec. I03, 1OIA, 10.1, 115, 1PC' 

iclut on1y rpl ic~ile • -­
___..*, L, c.t., -- which ccol'r.:,.r'mn',
 
to ,, f od .ri. .,. i I han 
r.e Vnnd . ......... , .,i f:r alv;is cxe,( r 


includle rl'rv. Ct fu:od
laragr-pi-h fer each 
* Source.) 

(Y fo ,10•n iu tr , u a i l 

(1) [IC3 for a.gricurit'e,iur.1 d volnp- Yes. Credit being made available will(merit or n'itrIL Ion; if :i, e.'Ac'n; to 

which is Spcific.Illy dvsi,nd . be utilized by rural poor to accelerate 
* o,,n:liv..yi.v irc(,:r.e of recovery of rural areas.'to 'i lcrv afnd 

rurol poor; [10.A) if for a.r cult ra
 
research, is full ,accr.1lit tokl~n of
 
needs of small (';:m
 

(2)[104) fui ipulatjon plannin, or,
 
health; if o,.extent 'to 11ich'activity
 
extei.ds. Ic.;:-cr.!t , irtervratde d1 ivt:ry
 
syst c-l. to pr v ide. .-a 1Lh ,nd family •
 
,planning services, c*'cia:*.y to rural N.A.
 
crcas and r,or; ex or,'tto v.hich ivlt­
arce Gimr. Attlnticn to in"Cte,'r lotien-'
 

. ship bc'tk:.'en (A) I.,:i at o:i qrr,.h a
 
(B) de.'elo';:er . overAl hr.pro;e,nent
Ii 1iving stand,:'drin v:;'.lujniui' 

coun~rl"?. Isact i ' ;,.,:ir/,ed to 

,ut i 

of Schcn ,*e: ornmil ., C:!i1 ,',l '"
 
•: ,.o,1.'Soail )!. c• !ratha lrd 

* •lr~, t I .U :r . ,i.tion,
 
-rur,.lde''c.lopv;,;nt, and 0 .i!tatci, to
 

Surban liOOr? * .. , 

. . .. . ..
I-,' ++ ;i" . .q.. . * - . . ... + . .. . 

http:extei.ds
http:o,,n:liv..yi


(3) [10.) Ior odu,.ation, puilIc adtIfnitstra­
tOIoo, or h.,,sn res v.i ,.rid ','ul., 
If 1,4c,.;,i'tf)it.yn tti.tIr 
, 1'e i.thI'l Inl'll ( I ,1 l'.N 
forriu1 wducei Ion nor'o vnIi 
especially for ruril fmilint and 
urb.3n p1cIr, or rcl'Jl I', n.Ihrl :nt 
capabi 1ty of Irt tttutioni t-nabling 
the poor to pa1'tciipto in d'lo-:iopment; 

(4) 	[100) for tvchrifal assi.,nr , nerqy,
research, rpeonstructicn, arid s(.,Ic.Ltd 
dovclor.'.nt prohle,:1s; ifso, extent 
activity is:
 

(a)fo hlp alleviatc energy problein;
 

(b)rlecortstrt:ction after nutural cr 
,.na disater; 

(c)for ,pcial dev lo;,,nt probler, 
and to erab.,; proper utili/tion of 
earlier U.S. infrastructure, etc., 
assistance;
 

(d) 	for progrrms of urlban devclopment, 

enterprises, r.rke.tir *2,".tv"s, and 
financial or oth'r irstitut.ions to 
help urban pc-':' purticiptite in 
economic and social devclop',ent. 

(5)[107) by cranLs for cordinated prl-
vat' ef f:rt tn du t: ..1 ard d i5 C. i1.)t 
interr.;.di te Lc:ch,:o es.li ai prcpriate 
for de'cloPi!iq ccuntries. 

C. 	 F/,M Sc. 2?; S,:c. 113. Etert to 
* 

Cr-. on: (1) nCoirino 
of dec.ir.t ic, political, 6nd 

:hirch .' s I',-t.i;': 5(-'c,--.'a;ropriitL 

%cn'ic,

self.!,) ~ployment 

, n9 ....I t .I (3) 
SOZ.iJ'a 	 %/?i) in 

i. I't ;n Y' fco
Falorov i nj. : i i,'ti iity of tr, Iu:d 

u:or .O;:e i,, cntry; ,i) prora',Sr tI. 
dfsicnrJ to r'i't tlhe cui:nry's hielth 
needs-, (5)n-.I-l!r~ r.,,'r.1 !,ri.,sof 
(cconc.nic,piliticzl, ar,,I deve.loi-
:,oci,,l 

ilent, includ,.- ir's-I y; fr'*: lat~or 

/lmi icnaco..F;.r,cti,d oluC:,iry c M ion;ui-,ions,
ivh -,st1''r s r at ani c):.".'v.ni

jd ~innj, .,'.wc ad:.;.ni,, ',t.;j n; urbanr vj1ipliannir.9 . .tlli. 

d ,evIo;,:;,n . r.odernii.lt io: of existing 
1a ,. r (q ) inj(.atin, 'c::. ;n into thc, 
recil)ie,'L ccitnLry's notion: l itCol y. 

d. 	 /es _.,...-.-.crI.. C;_.t.t to 
ne¢.l', 	 ,i.'.i,~~:C.',.fitI,, oft,hlar 
ePl(, tl:rc's. , i.('.i..!c.;li. Oe 

LouJ)tr''~iccr~i~es , u~ 11i.w thec i.n'r,it.c . .o ,rcCS t. 

enlL(,1iI ()e irn: i, 	 ; and:.t c.., 1 .vc'I'.: -'*,r,', 
mtip;.;'"w s civic . , :id tv.lnir.q in 

tion in ' .'i, ;oli't, ','ta1 t,.d ca1 
o sel f-,'t,' l7'nt
p'OCCS:,.LS C~.,11IL)il 	 -.
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N.A. 

N.A.
 

The program will provide funding for (1)
 
credit assistance for both agricultural

and rural enterprise applications, (2)em­

generating public works-projects
 
(including roads), (3)the construction
 

of low cost housing. (4) municipal de­
velopment activities and (5)the ex­
pansion and improvement of the'National•
 
Agricultural School. At least 60% of tht,
 credit being made available will be
 
allocated to the private sector.
 

The program responds to the needs and
 
desires of the people of Nicaragua but
 
is ,not directly aimed at institution
 

bui.lding or training.
 

http:p'OCCS:,.LS
http:r.odernii.lt
http:ad:.;.ni
http:c):.".'v.ni
http:interr.;.di
http:dovclor.'.nt
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II." -STANDAD ITEM CHECKLIST
 

A. 	 PROCUREMENT 

1. 	FAA Sr.. 60?. Are there arr'anfements to Yes, where applicable. 
p'.niiTS'.-smal 1utivciniss ,o participate
 
equitably in th furnihing of guods and
 
services financed?
 

2. FAA Sec.. 604(a). Will all commodity Yes.
 
procur.'ientfti'nanc.d be from the United
 
States except as otherwise delytrnined by
 
the President or under delegation from
 
him?
 

3. 	 FAA Sec. 604(h). Will all coinnodities in Yes.
 
Huk be purchfased ot prices no higher than
 
the market price prevailing inthe United
 
States at time of purchase?
 

4. FAA Snc. 60O.c_.. Will all agricultural Yes.
 
Commoidi'tices av'i Idahle for di ;posi tion
 
under the Agricultural Trade hevelop;ient
 
& Assistance Act (if1954, as amnnded,
 
be procured inthe JJn ted Stetes unless
 
they are not availeble inthe United
 
States insufficient quantities to supply
 
emergency requirements of recipierts? 

5. 	FAA Sec. 64 d). If the cNnperatiis n 
country dizcrind nates aqainst U.S. Nicaragua does not discriminate against 
marine insurance co-ipar,ies, will agree- U.S. marine insurance companies. 
ment require that marine insurance be 
placed inthe United States on
 
commodities financed?
 

6. 	FAA Sec. 60(e). Ifoffshore procure- N.A. 
ment of agricultural comnodity or product
 
isto te financed, isthere provision
 
against such procurement when the 
domestic price of such commodity is less 
than parity?
 

7. 	 FA Sec . ,04(f) Are there arrangements 

whereby a supplier will not receive
 
payinent under the cn:.modity import
 
program unless he/she has certified to
 
such information as the Agency by
 
regulation has prescribed?
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8. FAA Sec. 608(a). Will U.S. Government Yes, wherever practicable
 
excess personaT property be utilized
 
wherever practicable in lieu of the
 
procurement of new items?
 

9. 	 MiA Sec. 901(b). (a) Compliance with Yes
 
fT0 it-tt at leasi: 50 per centum
 
of the gross tonnage of comnnodities
 
(computed separately for dry bulk 
carriers, dry cargo liners, and tanknrs)
 
financed shall be transpored on pri­
vately owned U.S.-flag cor'nercial
 
vessels to the extent thct such vessels
 
are available at fair and reasonable
 
rates.
 

10. 	 International Air Transport. Fair N.A.
 
Competitive Practices Act,9""4
 

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

B. 	OTHER RESTRICTIONS
 

1. 	 FAA Sec. (h . !)o arratigi-f..ni- , precludo Yes.
 
promoting or aes.lsting the Ireiqn aid
 
projects or activities of Cnav, uni.t-,loc
 
counirio,, rcir,,iy to LHit- hst. inLcrv.;'.
 
of the Uniled Statc..?
 

2. 	FAA Src. 636(i). Is finaincing Irohihited Yes. 
from 	 use, without waiver, for purchase, 
long-trn1 lease, exchange, or guaranty of
 
sale of motor vehicle manufactured
 
outside the Un'ted States?
 

3. Will arrangement preclude use of
 
financing:
 

a. FAA Sec. 114. to pay for performance Yes.
 
of abortions or involuntary sterilirations
 
or to motivate or coerce persnns to
 
practice abortions? to py for performance
 
of involuntary sterilizations as method of
 
family planning or to coerce or provide
 
any financial incentive to any person to
 
practice sterilizations?
 

b. FAA Sec. 6.^O(_q_. to compensate owners Yes.
 
for expropriated nationalized property?
 

c. FAA Sec. 660. to fin.nce police Yes.
 
train-ing or oth:r law enforce:ent
 
assistance, exccpt for narcotic, programs?
 

d. 	FAA Sec. 662. For CIA activities? Yes. 
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e App. Sec. 103. to pay pensions, etc., 
f;r military personnel? 
f. Ap. Sec. 106. to pay U.N. 

Yes. 

Yes 
assessments? 

g. ApL.Sec. 107. to carry out provisions 
of FAA Sections209(d) and 251(h)? 
(trdnsfer to multilateral orgdnization 
for lending). 

Yes 

4. FAA Sec. 201(t) )If duvelopment loan, 
T-siterestrate at least 20 per annum 
during grace perio and at least 3% per 
annum thereafterPCan the country 
borrower service the loan on harder than 
standard development loan terms? 

(aI Yes 
No 



ANNEX A-2
 
Page 1 of 12
 

3,App 5C()

AIDIANDBOOK 


3:32
 

NICARAGUA RECOVERY PROGRAM
 
PROJECT STATUTORY CHECKLIST
 
( O$000000 GRANT POR
 

5C(l) - COUNTRY CHECKLIST 

Listed below are, first, statutory criteria applicable generally to FAA funds, and then criteria
 

applicable to individual fund sources: Development Asistance and Economic Support Fund.
 

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY
 

1. FAA Sec. 116. Can it be demonstrated that 

contemplated assistance will directly benefit
 
the needy? Ifnot, has the Department of
 
State determined that this government has
 
engaged ina consistent pattern of gross
 
violations of internationally recognized
 
human rights?
 

2. FAA Sec. 481. Has it been determined that 
the government of recipient country has failed 
to take adequate steps to prevent narcotics
 

drugs and other controlled substances (as 

defined by the Comprehensive Drug Abuse
 
Prevention and Control Act of 1970) produced
 
or processed, inwhole or inpart, insuch
 
country, or transported through such country,
 
from being sold illegally within the juris­
diction of such country to U.S. Government
 
personnel or their dependents, or from
 
entering the United States unlawfully?
 

3. FAA Sec. 620bJ. Ifassistance isto 

a government, has the Secretary of State
 
determined that it is not controlled by the
 
international Communist movement?
 

4. FAA Sec. 620 c.. Ifassistance isto 
goverrnent, is the government liable as 
debtor or unconditional guarantor on any 

debt to a U.S. citizen for goods or services 


furnished or ordered where (a) such citizen 


has exhausted available legal remedies and 

(b)debt is not denied or contested by such 


government? 

5. FAA Sec. 620(e)(1). If assistanqe isto 

a gocvernent, has 'it(tncluding government 
agencies or subdivisions) taken any action 
which has the effect 

of nationalizing,
 

expropriating, or otherwise seizing owner-


ship or control of property of U.S. citizens 

or'entities beneficially owned by them with­

out taking steps to discharge its obligations 
toward such citizens or entities?
 

Yes
 

No.
 
The GRN has an active program to
 

prevent narcotics use and traffic
 

Yes
 

There are reported cases of outstanding
 

debt3 and seizure of property of U.S.
 

that remain outstanding.citizens 
Because of the disorder that resulted
 

from the Civil War and the change in
 

Government, the matter of exhaustingfehutn
Gvrmntemte 

all legal remedies is not clear. New
 

GRN leglislation concerning this is 

in process. The GRN has corisistently 
maintained that it wil pay legitimate 

claimants. 
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A.
 

6. FAA Sec. 620(a), 620(f); FY 79 App. Act,

Sec.-T0 t il14-and606. Isrecipient country No
 
a Communist country? ill assistance be pro­
vided to the Socialist Republic of Vietnam,

Cambodia, Laos, Cuba, Uganda, Mozambique, or
 
Angola?
 

7. FAA Sec. 620(i). Is recipient country 
 No, based on available information
 
inan way invo ve in (a)subversion of, or
 
military aggression against, the United States
 
or any country receiving U.S. assistance, or
 
(b)the planning of such subversion or
 
aggression?
 

8. 'fAA Sec. 620 (j).
Has the country permitted, During the Civil War and the period
or failed to take adequate measures to prevent, immediately thereafter, there were
the damage or destruction, by mob action, of 
 lawless seizures of U.S. property.U.S. property? However, as public order and
 
9. FAA Sec. 620(1). Ifthe country has failed stability has returned the Govern­to institute the lhvestment guaranty program ment is 
taking adequate actions to

for the specific risks of expropriation, incon- prevent

vertibility or confiscation, has the AID 
 such i,]cidents.
Administrator within the past year considered
denying assistance to such government for this Investment guaranty program in Nicarag
reason? 
 remains in effect although it is not
 

10. FAA Sec, 620(o); Fishermon's Protective presently active.
 
Act o!_ 96Z as Th~l~d7Sec. 5-76u~

has seized, or imposed any penalty or sanction -Nicaragua has not seized or imposed an
against, any U.S.w a tefishingr s :p activities in penalty sanctions anyi nte r national or against U.S.e a t or s n t ns g i s t ny U S
fishing activities in international
 

a. has any deduction required by The waters
 
Fishermen's Protective Act been made?
 

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

11. FAA Sec. 620; FY 79 App. ActSec. 603. 11 a. No, as of February 15, 1980 
(a)Is the government of the recipient country
indefault for more than 6 months on interest 11 b. 
 Yes. Loans are being renego­or principal of any AID loanto the country? tiated because of the economic
(b)Iscountry indefault exceeding one year

on interest or principal on U.S. loan under condition described in this paper.
 
program for which App. Act appropriates

funds?
 

12. FAASec.620(s). If contemplated Since the establishment of the new

assistance isdevelofnent loan or from

Economic Support Fund, has the Administrator Government, current statistical
taken into account the percentage of the information is not available.
cc',ntry's budget which is for military 
 However, we are confident such
expenditures, the amount of foreign exchange 
 expenditures are substantially below
spent on military equipment and the 
 that of the prior Somoza regime. 
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A.12.
 

amount spent for the purcha5e of sophisticated
 
weapons systems? (An affirmative answer may
 
refer to the record of the annual "Taking Into
 
Consideration" memo: "Yes, as reported in
 

annual report on implenentation of Sec. 620(s)."
 

This report isprepared at time of approval by
 
the Administrator of the Operational Year Budget
 

and can be the basis for an affirmative answer
 
during the fiscal year unless significant changes
 
in circumstances oLcur.)
 

Has the country severed No
13. FAA Sec. 620(t). 

diplomatic relations with the United States?
 

If so, have they been resumed and have new
 

bilateral assistance agreements been negotiated
 
and entered into since such resumption?
 

The GRN's U.N. payments are currently
14. FAA Sec. 620(u). What is the payment status 

of the co'untry's U.N. obligations? If the country in arrears. USAID/Nicaraguahas dis­
is in arrears, were such arrearages taken into cussed this matter with the GRN, and 
account by the AID Administrator In determining 

expects that Nicaragua will meet its
 the current AID Operational Year Budget? U.N. obliaations.
 

15. FAA Sec. 620A, FY 79 App, Act, Sec. 607. Has' No 
the country granted sanctuary from prosec-uion to
 

any individual or group which has committed an
 

act of international terrorism?
 

16. FAA Sec. 666. Does the country object, on No
 
basis of race, religion, national origin or
 

sex, to the presence of any nfficer or employee
 
of the U.S. there to carry out economic 
development program under FAA?
 

NoHas the country, after
17. FAA Sec. 669 670. 

August-3 '', deivered or received nuclear
 

enrichment or reprocessinq enuipment. materials.
 

or technology, without spPcified arrangements or
 

safeguards? Has it detonated a nuclear device
 

after August 3, 1977, although not a "nuclear­

weapon State" under the nonproliferation treaty? 

B. FUNDING CRITERIA FOR COUNTRY ELIGIBII.ITY 

1. Development Assistance Country Criteria
 

Not applicable
 
a. FAA Sec. I 02(Q(4). Have criteria been 


establisFe and taken into account to assess
 
conitment progress of country in effectively 
involving the poor in development, on such
 
indexes as: (1) increase in agricultural
 
productivity through small-farm labor intensive
 
agriculture, (2)reduced infant mortality,
 
(3)control of population gruwth, (4)equality
 
of income distribution, (5) reduction of
 
unemployment, and (6) increased literacy?
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b. FAA Sec. 104(d)l, Ifappropriate, Is 
this development (Includng Sahel) activity designr"
to build motivation for smaller families through

modification of economic and social conditions
 
supportive of the desire for large families In
 
programs such as education inand out of school,
 
nutrition, disease control, maternal and child
 
health services, agricultural production, rural
 
development, and assistance to urban poor?
 

2. Economic Support Fund Country Criteria
 

a. FAA Sec. 502B. Has the country engaged

ina consistent pattern of gross violations of 
internationally recognized human rights? 

b. FA1 Sec. 5330). Will assistance under 
the Southern Africa program be provided to 
Mozambique, Angola, Tanzania, or Zambia? Ifso, 

has President determined (and reported to the
 
Congress) that such assistance will further U.S.
 
foreign policy interests?
 

c. FAA Sec. 609. Ifcommodities are to be 

granted so that sale proceeds will accrue to the
 
recipient country, have Special Account (counter­
part) arrangements been made?
 

d. FY 79 App. Act, Sec. 113. Will assistance 

be provided for the purpose of aiding directly the
 
efforts of the government of such country to
 
repress the iegitimate rights of the population
 
of such country contrary to the Universal
 
Declaration of Human Rights?
 

e. FAA Sec. 620B. Will security supporting

assistance bru-rnished to Argentina after
 
September 30, 1978?
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Not applicable
 

The Department of State's latest
 
annual report on Human Rights does
 
not find gross violations by the 

new Government.
 

No
 

Not applicable.
 

No
 

No
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5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable generally to projects with FAA funds 
and project
 

Development Assistance (with a subcategory for

critaria applicable to individual fund sources: 

criteria applicable only to loans); and Economic Support Fund.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO DATE?
 
HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS PRODUCT?
 

A. GENERAL CRITERIA FOR PROJECT
 

I. FY 79 Ap. Act Unnumbered; FAA Sec. 653 (h); 
Sec. 34A. (a)Describe how Comittees on 
Appropriations of Senate and House have been or 

will be notified concerning the project; 

(b) isassistance within (Operational Year 

Budget) country or international organization
 
allocation reported to Congress (or not more
 
than $1 million over that Figure)?
 

2. FAA Sec. 611(a)(1). Prior to obligation
 
inexcess of"$100,00, will there be (a)engi-

neering, financial, and other plans necessary
 
to carry out the assistance and (b)a reasonably
 
firm estimate of the cost to the U.S. of the
 

assistance?
 

3. FAALSec. 611(a)(2. If further legislative 

action s required within recipient country, 
what is basis for reasonable expectation that 

such action wil, be completed in time to permit 
orderly accomplishment of purpose of the 

assistance? 

4. FAA Sec. 61l(b); FY 79 App. Act Sec, 101.
 

If for water or water-related lana resource 

construction, has project met the standards
 
and criteria as per the Principles and Standards
 

for Planning Water and Related Land Resources
 

dated October 25, 1973?
 

5. FAA Sec. 611(el. Ifproject is capital
 

assistance (e.g., construction), and all 

million,
 

has Mission Dirpctor certifiid and Reqional
 

Assistant Administrator taken 


U.S. assistance for itwill exceed Sl 


into consideration
 
the country's capa'ility efFectively to maintain
 

and utilize the project?
 

6. FAA Sec. 209. Is proJect susceptible of 

or multilateral
execution as part of regional 


so why isproject not so executed?
project? If 

Information and conclusion whether assistance
 
will encourage regional development programs.
 

All pertinent Congressional Com­
mittees have been notified of thd
 

$75 million program by means of a
 
supplemental appropriation request.
 

Yes
 

Not applicable (N.A.)
 

N.A.
 

N.A.
 

NO
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7. FAA Sec. 60l(ai, Information and conclusions 
whether project will encourage efforts of the 
country to: (a) increase the flow of international 
trade; (b)foster private initiative and competi­
tion; (c) encourage development and use of 
cooperatives, credit unions, and savings and loan 
associations; (d)discourage monopolistic practices;

(e)improve technical efficiency of indus .y, agri-

culture and conerce; and (f) strengthen free
 
labor unions.
 

8. FAA Sec. 601(b). Information and conclusion 

on how project wilI encourage U.S. private tradeand investment abroad and encourage private U.S, 
participation in foreign assistance programs 
(including use of private trade channels and the 
services of U.S. private enterprise), 

9. FAA Sec. 612(b); Sec. 636(h). Describe steps

taken to assure that, to the mlaximum extent possi-
ble, the country is contributing local currencies 
to meet the cost of contractual and other services, 

and foreign currencies owned by the U.S. are 
utilized to meet the cost of contractual and 

other services.
 

10. FAA Sec. 612(dl. Does the U.S. own excess
 
foreign currency of the country and, if so, what 
arrangements have been made for its release? 


11. FAA Sec. 601(e). Will the project utilize 

competitive selection procedures for the awarding
 
of contracts, except where applicable procurement
 
rules allow otherwise?
 

12. FY 79 App. Act Sec. 608. If assistance is 
for the production"of any commodity for export,
is the commodity likely to be in surplus on world 
niarkets at the time the resulting productive

capacity becomes operative, and is such assistance
 
likely to cause substantial injury to U.S.
 
producers of the same, similar, or competing
 
cominod i ty? 

B. FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance Project Criteria
 

ExtentExtent hcctivityh t vity wwi i*l_I13; 1a.toto V i a (a)'e rfectively 
involve the poor in development, by extending 
access to economy at lc,:d !evel, incrcasing 
labor-intensive production nd the use of 
appropriate technology, spreadini investment
 
out frcm cities to small towns and rural areas, 
and insuring wide participation of the poor in 
the benefits of development on a sustaincd 
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Answer is yes for (a) through (e)
when loan portion of the program 
of which this project is a part is 
considered. 

(f) N.A.
 

Under the loan portion of the program.
 

of which this project forms an integrl
part, the borrower will be required
to purchase an amount at least 
equivalent to the loan of U.S. export. 

Under loan portion of program using
Development Assistance money, counter-
Part contribution will be at least 
25%. 
25%.
 

No.
 

Yes
 

No.
 

The technical assistance and Operational

Program Grant support being provided
in this grant will complement the 
$70 million program which will extend

credit to rural poor and upgrade the 

country's road network, thereby im­
proving the access of the rural poor
to marketing and communications channels. 

http:PAULN.LF
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B.l.a.
 

basis, using the appropriate U.S. Institutions;
 
(b) help develop cooperatives, especially by tech­
nical assistance, to assist rural and urban poor to
 

help themselves toward better life, and otherwise
 
encourage democratic private and local governmental
 
Institutions; (c)support the self-help efforts of
 

developing countries; (d)prcmo te the participation of
 

women in the national economies of developing countries
 
and the improvement of women's status; and (e) utilize
 

and encourage regional cooperation by developing
 
countries?
 

b. FAA Sec. 103, 103A. 104, 105, 106, 107.
 

Is assistance being maae available: Tinciu e only
 

applicable paragraph which corresponds to source
 

of funds used. Ifmore than one fund 
sou :e is
 

used for project, include relevant paragraph for
 

each fund source.)
 

(1)[103) for agriculture, rural development Yes - Overall program makes credit 
extent to which activity is or nutrition; Ifso, 


specifically designed to incruase productivity and available which will be utilized by
 

income of rural poor; [103A) if for agricultural rural poor to accelerate economic 
areas.research, is full account taken of needs of small recovery of rural 

farmers; 

(2) (104) for population planning under sec.
 

104(b) or health under sec. 104(c); if so, extent N.A.
 
to which activity emphasizes low-cost, integrated
 

delivery systems for health, nutrition and family
 

planning for the poorest people, with particular
 

attention to the needs of mthers and young 
children, using paramedical and auxiliary mediral 
personnel, clinics and health posts, comercial
 
distribution systems and other modes of community
 
research.
 

(3) [105) for education, public admini­
stration, or human resources development; if so, N.A.
 
extent to which activity strerothens 

nonformal
 

education, makes formal education more relevant,
 
especially for rural families and urban poor, or
 

strengthens management capability of institutions
 
enabling the poor to participate in development;
 

(4) [106] for technical assistance, energy,
 

research, reconstruction, and selected development
 
problems; if so, extent activity is:
 

(i) technical cooperation and develop­
ment, especially with U.S. private and voluntary, N.A.
 
or regional and international development,
 
organizations;
 

(i) to help alleviate energy problems;
 

(iII) research into, and evaluation of,
 

economic development processes and techniques;
 

(iv)reconstruction after natural or
 

manmade disaster;
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(V) for special development problem,
 
and to enable proper utilization of earlier U.S.
 
infrastructure, etc., assistance;
 

(vi) 	for programs of urban develooment,
 
especially small labor-intensive enterprises,
 
marketing systems, and financial or other insti­
tutions to help urban poor participate In economic
 
and social development.
 

c. [107] Isappropriate effort placed on use N.A.
 
of appropriate technology?
 

d. 	FAA Sec. 110(a). Will the recipient
 
country provide at least 25% of the costs of the Yes (refer to A.9., above)
 
program, project, or activity with respect to
 
which the assistance is to be furnished (or has
 
the latter cost-sharing requirement been waived
 
for a "relatively least-developed" country)?
 

e. 	FAA Sec. ll0(bI. Will grant capital No. 
assistance be disbursed for project over more
 
than 3 years? If so, has justification satis­
factory to the Congress been made, and efforts 
for 	other financing, or is the recipient country

"relatively least developed"?
 

f. 	FAA Sec. 281(b). Describe extent to
 
which prcgram recognizes the particular needs, Project responds to needs and 
aesires, and capacities of the people of the desires of.GRN and provides training
country; utilizes th.e country's intellectual as well as technical assistance 
resources to encourace institutional development;
and supports civil education and training in to Nicaragua. 
skills required for effective participation in
 
governmental and political processes essential
 
to sel f-government.
 

g. FA Sec. 122b . Does the activity
 
give reasonable prcmise of contributing to the Yes
 
developrent of economic resources, or to the
 
increase or productive capacities and self­
sustaining economic growth?
 

2. 	Develooment Assistancp Project Criteria
 
(Loans Only)
 

a. 	FAA Sec. 122(b). Information and
 
conclusion on capacity of the country to repay N.A.
 
the loan, including reasonableness of
 
repayment prospects.
 

b. FAA Sec. 62l(d). IF assistence is for
 
any productve enterprise which wi Ilcompete in N.A.
 
the U.S. with U.S. enterprise, is there an
 
agreement by the recipient r.nntry to prevent
 
export to the U.S. of more tVan 20, of the
 
enterprise's annual production during the life
 
of the loan?
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3. ProJect Crlteria Solely for Economic 

a. FAA aSec.31(a, Will this assistance 
support promote economic or political stability? 
To the extent possible, does it reflect the 
policy directions of section 102? 

N.A. 

b. EAA Sec. 533. Will assistance under 
this chapter be used for military, or 
paramilitary activities? 
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5C(3) - STANDARD ITEM CHECKLIST 

Listed below are statutory items which normally will be covered routinely inthose provisions
 
of an assistance agreement dealing with its implementation, or covered inthe agreement by
 
imposing limits on certain uses of funds.
 

These i+ems are arranged under the general headings of (A)Procurement, (B)Construction, and
 
(C)Other Restrictions.
 

A. Procurement
 

1. FAA Sec. 602. Are there arrangements to Yes, where applicable.
 
permit U.S. small business to participate
 
equitably inthe furnishing of goods and
 
services financed?
 

2. FA Sec. 604(a). Will all commodity
 
procuremenfinanced be from the U.S. except Yes
 
as otherwise determined by the President or
 
under delegation from him?
 

3. FAA Sec. 604(d). Ifthe cooperating Nicaragua does not discriminate
 
country discrimi nates against U.S. marine against U.S. marine insurance 
insurance companies, will agreement require 

companies.
that marine insurance be placed inthe 

United States on commodities financed?
 

4. FAA Sec, 604(e). Ifoffshore procurement Not Applicable (NA.)
 
of arTuf- cmmodity or product isto be
 
financed, isthere provision against such pro­
curement when the domestic price of such
 
commodity isless than parity?
 

5. FAA Sec. 608(a). Will U.S. Governmert Yes
 
excess personal i~perty be utilized wherever
 
practicable in lieu of the procurement of new
 
items?
 

6. FAA Sec. 603. (a)Compliance with require- Yes
 
ment insection 901(h) of the Merchant Marine
 
Act of 1936, as amended, that at least 50 per
 
centum of the gross tonnage of commodities
 
(computed separately for dry bulk carriers,
 
dry cargo liners, and tankers) financed shall
 
be transported on privately owned U.S.-flag
 
commercial vessrls to the extent that such
 
vessels are available at fair and reasonable
 
rates.
 

7. FAA Sec. 621. Iftechnical assistance is Yes
 
fina'Fe~iwill such assistance be furnished to
 
the fullest extent practicable as goods and
 
professional and other services from privat6
 
enterprise on a contract basis? If the
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facilities of other Federal agencies will be 

utilized, are they paritcularly suitable, not

competitive with private enterprise, and made

available without undue interference with
 
domestic programs?
 

8. International Air Transport. FairNA.
 
Competitive Practices Act, 1974. 
 IfWir

transportation o-fpersons or property is
 
financed on grant basis, will provision be

made that U.S.-flag carriers will be utilized
 
to the extent such service isavailable?
 

9. FY 79 Ap. Act Sec. 105. Does the contract 

for procurerent conta 
 a provision authorizing

the termination of such contract for the
 
convenience of the United States?
 

B. Construction
 

1. F_Sec. 601(d). Ifa capital (e.g.,
construction) project, are engineering and 
professional services of U.S. firms and their 
affiliates to be used to the maximum extent 
consistent with the national interest? 

2. FAA Se. 611(c). Ifcontracts for 

consTiuction are to be financed, will they be
 
let on a competitive basis to maximum extent
 
practicable?
 

3. FAA Sec. 620(k). Iffor construction of 

productive enterprise, will aggregate value

of assistance to be furnished by the United
 
States not exceed $100 million?
 

C. Other Restrictions
 

1. FAA Sec. 122 (b.). 'fdevelopment loan, is 

interest rate at least 
.%per annum during

grace period and at least 3%per annum
 
thereafter?
 

2. FAA Sec. 301(d). Iffund isestablished 

soleTy--By U.S. contributions and administered
by an international organization, does
 
Comptroller General have audit rights?
 

. 620(h Do arrangements preclude3. FAA Sec. .__ Do .rneenspeld 

proioting o6rassisting the foriegn aid projects 
or activities of Conyunist-bloc countries,

contrary to the best interests of the
 
United States?
 

4. FAA Sec. 636(1). Isfinancing not permitted 

to be used, wthout waiver, for purchase, long­
term lease, or exchange of motor vehicle
 
manufactured outside the United States, 
or
 
guaranty of such transaction?
 

A l)H.ADOOOK 3,App 5C(3) 

ANNEX A - 2 

Page 11 of 12 

N.A. 

Yes
 

Engineering and professional services
 
will be supplied by staff of Nicaraguan

Government.
 

Yes
 

Yes
 

Yes
 

N.A.
 

Yes 

Yes
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5. Will arrangements preclude use of financing: 

a. FAA Sec. 104 f . To pay for performance of 
abortions or to motivate or coerce per~sns to 
practice abortions, to pay for performance of 
involuntary sterilization, or to coerce or 
provide financial incentive to any person to 
undergo sterilization? 

Yes 

b. FAA Sec. 620( ). To compensate owners 
for expropriated nationalized property? 

Yes 

c. FAA Sec. 660. To finance police training 
or other law enforcement assistance, except for 
narcotics programs? 

Yes 

d. FAA Sec. 662. For CIA activities? Yes 

e. FY 79 App. Act Sec. 104. To pay pensions, 
etc., for military personnel? 

Yes 

f. FY 79 App. Act Sec. 106.assessments?7 To pay U.N. Yes 

g. FY 79 App. Act Sec. 107. To carry out 
provisions of FAA sections 209(d) and 251(h)? 
(Transfer of FAA funds to multilateral 
organizations for lending.) 

Yes 

h. FY 79 App. Act Sec. 112. To finance the 
export oT- 'lear equipment, fuel, or technology 
or to train foreign nations in nuclear fields? 

Yes 

I. FY 79 App. Act Sec. 601. To be used for 
publicity on propaganda purposes within United 
States not authorized by the Congress?* 

Yes 
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ANNIX B 

PROPOSED ACTIVITY SUMMARY PRESENTATION 

Reconstruction and rehabilitation activities financed 
under the Special Cordoba Account will 
be based on an approved
 

Proposed Activity Summary Presentation (PASP) which will
 

form the basis for each activity sub-agreement. Each PASP
 

will include plans, scopes of work, implementation plans,
 

etc., as required for the implementation of each proposed
 

activity. The following is 
an illustrative list of items
 

which will be covered in each PASP.
 

I. 	BACKGROUND AND CURRENT STATUS
 

A. 	Pre-War Situation
 
B. 	Impact of War
 
C. 
Current Status and Identification of Major


Constraints
 

II. 	GRN APPROACH
 

A. 	GRN Objectives and Constraints to their Achievement
B. 	Proposed Policies and Strategies for Rehabilitation
 
and Development
 

C. 	GRN Program Initiatives
 
D. 	Institutional Arrangements
 

III. ROPOSED PROGRAM/PLAN OF ACTION
 

A. 	Program Description
 
B. 	Goal and Purpose

C. 	Amounts Required (Foreign Exchange and Local 
Currency)

D. 	Institutions to 
be Used
 
E. 	Tmplementation Arrangements
F. 	 Financial Plan 
G. 	 Disbursement ziocedures 
H. 	Conditions and Covenants
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U. S. ASSISTANCE TO NICARAGUA 
13, 1979 - March 31, 1980 

QUANTITY EXPENDITURES/ 
DELIVERED 

I. FOOD 

Direct Deliveries 
Corn 
Wheat 
Powdered Milk 
Oil 
Rice 
Others 

17,381 MT 
(6,220 ") 
(5,000 ") 
(2,055 ") 
(1,767 ") 
(1,627 ") 
( 712 ") 

$ 9,000,000 

Concessional Sales 
Wheat 
Rice 
Edible Oils 

48,700 
(40,000) 
(3,000) 
(5,700) 

12,600,000 

Contribution to World Food Program Powdered Milk 3,240 1,488,000 

Sub-Total 69,321 MT $23,088,000 

II. FINANCIAL ASSISTANCE TO GRN 
Cash Grant 
Disbursements from Loan Portfolio I/ 
Disbursements from Grant Portfolio2/ 
HIG Payments 

$ 8,000,000 
3,946,666 
639,707 
888,113 

Sub-Total $13,474,486 

III. DONATIONS TO PRIVATE ORGANIZATIONS 
International Committee of Red Cross 
Catholic Relief Services (CRS) 
CEPAD - Church World Services 
FUNDE 
EDUCREDITO 
Nicaraguan Red Cross 
CARE ­ (Emergency Program) 
CARE School-Repair 
FECACNIC 

$ 750,000 
600,000 
500,000 
500,000 
100,000 
75,000 
67,000 
200,000 
100,000 

Sub-Total $ 2,892,000 

IV. OTHER 
Agricultural Inputs and Transportation 
Dextrose Solutions 
Disaster Relief - (ATLANTIC COAST) 
Medicines, beds, tents, etc. 
Emergency Support - Malaria Activities 

$ 250,000 
210,000 
170,000 
146,000 
40,000 

Sub Total $ 816,000 

1/ Total Loan Funds Available 
2/ Total Grant Funds Available 

$27,701,269 
$ 1,307,583 

TOTAL $40,270,486 


