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JAttached for your review are the recommendations

for authorization of a loan in an amouni not to exceed $5,000,000
to Instituto de Fomento Nacional (INFONAC) to assist INFONAC in
making loans and equity investments for the establishment and
expansion nf Nicaraguan industries.

This loan proposal is scheduled for considerstion by
the Development Loan Staff Committee at a meeting on Friday,
June 9, 1967,

Rachel C, Rogers
Assistant Seeretary
Development Loan Committee
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NICARAGUA - INFONAC

SUMMARY AND RECOMMENDATIONS

Berrower

The proposed Berrower is Institute de Fomente Naclonal (INFONAC) best
transiated a3 "National Development Institute”. This is an autonomous
develepment and credit agency of the Government of Nicaragua founded
in 1953, Its paid in capital exceeds US$7 million. An earlier AID lean
to support INFONAC's industrial developmert progrem was winde in 1964
for US$4 million (2%, 25 years, ten years grace). That lean is fully com-
mitted and should be fully disbursed by February 1968.

Guarantor
The Government of Nicurague will guarantee the lean.

Amount

e

Not to exceed US$5 million. 100% to be used for procurement of U.S.
goods and servicas. US$4.75 million would be used for sub leans ond equi-
ty investments, Up to US$250,000 might be used for technical assistence.

Purpose of Lean

The purpose of this lean Is to assist INFONAC expund and further eapi-
talize its Industrial cradit program so that it may continue and strengthen

its role in the development of the Nicaraguan industrial sector on @ progres=
sively expanding scale commensurate with the growing develepment poten-
tial of Nicoragua.

Description of the Project

The loan project would help to achleve this purpose by enabling INFONAC
over the next ten to twenty years adequately to fund its promotional
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and developmental activities and the financing of new high risk privefe
enterprises, while at the sams time bullding lts copital essets to a pelnt
whare INFONAC con uliimately continue such activitles without bansfis

of concessional lending or government subsidy. This weould be pessible by
virtue of (a) concessional terms on the loan () GON subsidy commitments
(¢) GON commitment to plow back the benefits of the two step precedure.
The lean project would also require further strongthening of INFONAC
staffing end organization, As indlcated, the lean funds will bs used for wo -
lending ond equity investmont to. ﬂncmc% goods and materlals for neWw private
industry or private méus?rial ‘expanslon, with up te $250,000 aliotiod to
‘technical services. The project also calls for the GON to continue other
ferms of financial support In the yeers ehead te assure INFONAC Is adequate «
ly copitalized.

The AID loan funds would be used for the following epacific undertalings:

a. Sub loans to industries for US coplial geods and materlals.

b. Equity investments involving purchese of US gesds and sarviess in prier-
Ity new Industries where private investmant Is not aveilable.

c. Technical assistance to INFONAC designad ro improve erganization,
staff competence, and operating procedures.

For the peried 1967 =69 INFONAC contemplatas making loans end Invastments
totalling US $18.4 million for some 100 Industries which are balng established
or significantly expanded. The AID loan will provide lean and equity flnancing
for $4.75 million of this total. INFONAC loams will be mode fer porieds
ranging from 3 to fifteen years at T Tntarest re est rates “not ' to excoed ten porcent.
Grace periods will be granted on the basis of repaymant ‘cepacities. Equity
investments will be made In thase industries where_the petential return to the
national economy Is great, but where private Investment ls roluetant fo enter
because of the newness of the enterprise or ather unusual foctors. In those
cases INFONAC will assuie an active role In the direction of the company
in order to assure project suecess and seek to develop the lndustry to tho point
where INFONAC's equity con be sold to private investers. Up to $250,000

of Ican funds will ﬁﬁanr@ ?h@ cost of US ?@chﬁlci@ﬁs @ﬁé c@ﬁggl?@u?s w%'\e; wiH

up rgrcding staff c&z’mbili%i@s in pr@]@w? gel@cﬂ@m @ﬁ@lys 8, g;r@r@ﬁ@ﬁ @m@%
!mplemssquﬁon
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Sources of Financing

The AID loan witl form part of an overall bulld up of the Indusirial Deve-
lopment program of INFONAC. The follewing tible shows the sources and
amounts of capltal inputs for loan and equity financing for the perliod
1967=69:

Source Awount US$ % @FE;EJ-_,
INFONAC = 7,713,000 42,0
st AID Loan (Disbur, carryover) 1,857,000 10.0
Proposed AID Lean 4,750,000 26.0
DB Lean (December, 1965
unusad balance) 1,905,000 10.4
Possible CABE! Loan 1,250,000 6.4
Central Bank of Nicaragua 571,000 3.1
Bank of America 383,000 W%_Lwa
TOTAL 18,429,000 1060.0

* Includes roll over of INFONAC and other funds.

In addition to these funds the GON shall put epproximately another $1.5 millien

Inte INFONAC to cover the losses caused by industrial technical sorvice
expenditures for this 3 year period.

Anticipated Benefits

Projecting past performance Into the future, INFONAC's indusiriul projecis
should centinue yielding substantial benefits to the natienal sconomy In the
form of foreign exchange earnings, employmant and indusirial eutput. The
three year Investment program (1967-69) will directly coniribute to devalep
industries with annual foreign exchange earnings er savings of about $20
million, employing over 8,000 warkers and with a gross annuel production
of over $80 millions. However, conslasring that this lean preject Is essen=
tHally one for sirengthening INFONAC as o permanent developmant institu-
tion which will continue its Industrial program at on expanded level, the
development implications are even greater than thase projectud figuras.

Alternative Finanelng

The Export Import Bank, IDB, and IBRD have expressed no Interest In making
thi; loan.
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Views of the Country Team

The couniry team has recommended that this lean be made.

Statutory Criteria

All statutory criterla have been met, (see annex |)

Issues

GG

Concessional terms: The fssue arese during, and even prier to, in-
tensive review over whether this lean should be made on concessional
terms. The project committee considers that lower interest ratas and
an extended maturlty is justified for two fundamental reasons.  First,
the projects contemplated require heavy expenditures in ressarch,
technical assistance, and promotion which INFONAC must bear. Mon
concessional terms might force INFONAC to diminlsh ifs role of plo-
naer in these new indusirles and seek safer quicker return prejecis
with less development averhead, This would divert the ! stitutien and
its loan resources from many Impertant develepment opportunities.
5econd, plans for INFONAC's grewth over the next ten yesrs Include
institutional and finoncial consolidation which will permit the Insti-
tution to operate ot a scale sufficient to break even without abanden-
ing its development focus. This loan, made en concesslonal torms, with
a required GON commitment to reinvest the beneflts of the tweo step
procedure in INFONAC as increased capltalization, can moke that
consolidation possible. Becouse of these fectors, but sifll recognizing
INFONAC's Improved situation since the first AID lean, the prolect
commitiee is recommeanding that the lean be granted on Intermediate
terms with covenants requiring GON refnvestmaent of the two step
procaedure benefits in INFONAC,

Organlzation, staffing, project selectie. and analysis, [NFOMNAC
has performed well In the past and has oble management. Howevar,
with the expansion It now contemplates, additional staff will be re-
quired and orgonization will have te be improved. Although a back-
load of gocd projects exists, this will have to be replenished. Selee-
tion of projects on the basis of seund devaelopment eriteria will bs ir=
creasingly important as the more obviously beneficial projects are
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token core of, These are more In the form of thrashold preblems than
current shortcomings and probably will not directly affect the projects.
finunced with the first use of the AID funds. However, this Is the ep~
portune time to confront the matter and, in line with general AlD in-
terest in the Institution, the projsct committee Is proposing use of loan
funds for technical assisiance to INFONAC and recommanding several
conditions and covenants that will require INFONAC to take steps to
improve steff end erganization.

12. Recommendations

A. Authorization of a lean to INFONAC fer an amount not to axcead US
$5 million on the following two step basls:

(1) INFONAC

Repayment 25 years
Interest: 3% %
Grace 5 years on amortization.

(2) GON

Repayment 40 years
Interest during groce: 1%
Interest after grace: 23%%
Grace period: 10 years

B. Major Conditions and Covenants: In additien to standard conditions,
the project commiftes recommends the follewing be incorporated into
the Loan Autharization Agreement:

(1) Unless AID should etherwlse agres, any payment made by the Berrower
to the Government under the terms of this Loon and the two step pro-
cadure, which Is in axcess of the GON's payment ebligatien to AID
under this leor during the first 10 years will be returned to INFONAC
as increased GON capltalization.

In the eleventh year the GON end AID sholl raview this process end
decide if the GON will continue to reinvest the two step benefits
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in INFONAC or if they shouid be invested in some other hign
priority project.

(2) Conditions precedent to first disbursement:

a.

Evidence of having contracted, or plans to contract, mutual-

ly agreed upon experts to provide needed advice ond wssistance
in Improvement of INFONAC staffing, organizution, manage=
ment, project selection and project analysis and implementation,

(3) Conditions rrecedent to disbursements other than for technicel
services:

Presentation of sutisfactory criteria for evalueting indusirial
westapRdeotly paRld i et e esller
Presentation of acceptable plans for the improved staffing of
the industrial section of INFONAC,

Presentation of satisfactory assurances from the GON of timely
reimbursement of past and future INFONAC lesses.

Adequate assurances from the GON that any profits reallzed by
INFONAC for 20 years from the date of the agreement shall be
available to INFONAC for expansion of capitul except as AlD
and the GON may otherwise agree.

(4) Major Covenants

a.

Earnings on the Interest spread between the amount cherged
the Borrower by AID and that charged en sub loans shall
remain in the industrial program of INFONAC,

AID funds shall not be used for working eapital lnvestment or
loans except where such use can add significantly to production,
jobs created, or total production of the enterprise, and where
such financing is matched by increased equity of the owners,
The total amount of such financing from the Lean shall not ex=
ceed $1 million
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c¢. For proposed projects in which the total amount of
INFONAC participation with AID funds exceeds
US$200,000, or in which INFONAC's equlty participstion
would exceed 50% of the enterprise's total equity,
a statement of no objection by AID shall be obtalned
before making any commitments.

d. Prior to financing technical assiztance requirad by INFONAC,
AID and INFONAC shall mutually egree on the contracts as
wall as the contraciors, '

e. Except as AID may otherwize agree sub-leans shall net bear
inferest In excess of 10% and torms shall kst be loes than throe
yaars.

f.  Loan funds shall bo for tho procurement ef goods and rorviess from

the Unitoed States of Amerlea In seeordance with AID regu-
lations and policies.

13. Project Committee

Chairman o « o+ o o s « o o o Tyrus G. Baln, USAID/Managua
Capltal Dovelosment Officer .., Eugone A, Flecher, USAID/Marague
Industry Advleor o oo v oo .. Angol Quent, USAID/Managus

Legal Counsal @, . o oo v v v v

Draftod by: o vveowoeeoss BAFlesher/T,G.Faln
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Section | - Borrower & Background Jure 1, 1967

A. Deaseription of INFONAC

1. Funetions of INFONAC;

INFONAC is an economic develonmant Institution of the Government
of Nicaragua (GON) which wus orgonized in 1953 pursuant to a recom -
mendation of an Internationul Bank for Reconstructions and Developmeant
team. lts basic purpose is to “promote", diversify and ratlonalize na-~
tional production In all its aspects”. [ts organic law dlvides this objec-
tive Into seven polinfs:

a. "To serve as on active Instrument of the government In the execu-
tion of programs Increasing national production;

b. To offer technical assistance in all fields of precuetion for thelr
maximum developme ., elther directly or in cooperation with other
publie or private entities;

c. To promote agricultural ard cattle produetion and diversifieation,
for the Internal market and for exportation;

d. To promote the establishment, development, and expansion of enter-
prises which utilize national raw materials and edd to the economic
welfare of the nation;

e. Tostimulete eapital formation through the chenneling of private
savings toward preductive ends;

f. Te assist private enterprise in those economic aetivities which con=
tribute directly or indirectly to provide well paid employment for
Nicaraguans, as well as strengthen the economic relations of Niga-
ragua with other nations; and

g. To assist, with all the means at its dispesal, the establishment of the
enterprises necessary for the economic development of the nation.*®

The law further states that INFONAC may undertake forelgn borrowing
to execute its programs and that all such borrowing will be guaranteed by
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the GON. (See Annesx | for a summary of its legal authorlty to exe-
cute the project).

From the above It can readily be seen that INFONAC's responsibilities
cover a wide fleld of economic develepmant. Thus INFOMAC hes been
and is involved In diverse activities such as:

a. Commodity price stabilization through a grain sterage eperation,
until a GON aganey for this purpose wes ereated In 1960;

b. Reforestation of a largs cut-over area on the atlontic coest;

c. Making power development loans to municipalities outside of Mana-
gua with its own funds and from IBRD loans; and

d. Assisting in the drafting of @ new minerc! rights law,

INFONAC's principal efforts, however, have been directed to demon=
strating opportunities and develeping projects in industry, agriculture
and eattle ralsing for the private sector. In doing this INFONAC deas
not function as a "financiera" which must measure its Getlons preponder =
antly in terms of Its own relatlvely short term profit ond loss prespsets.

Instead, INFONAC Is an innovator, and Indulge: in economic plonsering,
measuring its suecess in terms of national economic refurns over leng

range periods. It conducts on lts own azcount, or in cooperatien with
other public or private entitles, studies of the couniry's basic reseurces

to Identify priority projects of high develepment potential.

Once a project is identifled, INFONAC will try to Interest a privete
investor In . If no investor is readily availeble for a project consldered
to be of very high development priority, INFONAC may make a mere
detailed feasibility study, if it is on industrial preject, or in the casa of
an agricultural undertaking INFONAC moy proceed with a demenstration
project to test Its feasibility. |f an investor is interested, INFOMNAC will
help him lock for financing both locally and abroad. |f another Instltution
is willlng to finance it, INFONAC will drep out at this point. Hewever,
since most projects developed are new to the Nicaraguan economy and
therefore of higher risk than most private Institutions like to finance,
INFORNAC usually eooperates with another financlial Institution by sup -
plylng a part of the medium or long term financing, or wiil finance the
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projoct with Its own resources or from loons It has recelved frem Infor -
national development institutions (1DB, IBRD, Ex-iM Bank, AID, ete.)
In some situations INFOMAC takes an equity pesitlen In the entery “lses.
This Is usually In one of the fellowing cases: (1) In now undartaldngs,
batter to assure success and a mora dirsct INFONAC voles In the now
undertaking (2) With fereign Investers whe requlre resssuranes and want
to share the risk with Nicoraguen eopital, The INFONAC prastica s fo
dispose of these equlty holdings o privete Niearoguon Investers 3 seon
as the project has begun to shew lis profltebllity. In most eeses to sue-
cessfully implement a projeet INFONAC will also supply export tochnical
assistance. Since the projects are nermally enes In whieh there is little
or no Nicaraguan experience thls technlical essistance vsually takes the
form of relatively eostly foreign exmerts.

The cost of such studies, promotional, experimental and technleal as=
sistance actlivities have seldom been recovered in the past. The profits
made on banking or investmant activities have been absorbed by thess pro-
motional and development costs. The institute a3 a whole has sufferad los-
ses, totaling over $2.2 million from its baglaning In 1954 through December
1965. Up to Decembar 1965, INFONAC has channeled €329 million

(US $45.5 million) into its principal programs in loan and equity flnancing
as follows:

TOTAL RESOQURCES APPLIED BY INFOMAC (i5.4 - 1945) *

(In thousands of Dollars)

" Program Leans % Investments Y% Total %o

Industrial

s

Davelopmeant 18,674 52,3 2,580 25.8 21,253 46,3

Agriculturgl

Diverslitl

cation 14,330 40,2 4,089 40.8 18,420 40.3

Cottle Improve -

ment. 2,688 7.5 2,180 21.8 4,868 10.6
Other 5 - 1,163 1.6 1,168 2.6
“Totdl 35,697 100.,0 10,012 1000 45,709  100.0

*Source: INFONAC Statistical Section
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INFONAC Organizgtion

Durlng the first 12 years of 1ts operation the scepe of INFONACY
programs ond responsibllities grew conslderably while Its organlze-
tlenal structure remalnad fundementally the sama. Altheugh s staff
increased In preportion fo a greatly expanded program tis edmin!siva~
tion remained extremsly ceniralized. Also INFONAC hes last o large
numbar of Its fechniclans and edministraters to private Indusiry end
other government Institutions,

For these ressons, In 1965 INFONAC eaniracted ICAIT! (Instltute Con-
tro Amsricano de Investigacién Teeneolégleo<indusirial) cut of funds

from the AID loon, to deo a study and advise the instliute on the ergenal=
zational structure and administrative procedures most su¥able te s
present actlvitles. This study recommended establishing a new ergant -
zational and administrative strueture whieb weas egpreved by the
INFONAC Sxeeutive Boord in August, 1966, This plan hes the fellewing
objectives:

a. To obtain o maximum of Job spaclalization and uttlization of porsen-
nel;

b. To separate and clearly define the technleal cpsrations end eonatrol
functions within the different sections,

c. To establish on effective monitering and contrel system at the project
levei, and mest fully to make and inplement declsions on the beasis
of objective analysis during the eperational phoses;

d. Better to decentralize eperations through the ereation of the naess~
sary but minimum number of delegated autherity peints In the orguni-
zationy and

e. To establish a progrescive wage and salary system so os to decrees
the high INFONAC employee turn-over rate.

In the new organizational plan INFONAC Is dividad inte: (1) four
operating departiments ‘Indusirlal, Economic Studles, Agrieultural, and
Financial; (2) the Gererai Controller's Office which hes departmental
status; (3) the personnel =admlinisirative und the legal offlces; and (4)
the Offices of Public Relations and of Organization and Metheds; all re -
porting directly to the General Manager. The General Managsr Is the
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chief executive with the responsibility of exe:uting the Institute's
programs through the various depariments. Dirsctly above the generai
manager is the Executive Booard of Directors. The Board is chaired by
the General Manager of the Institute and in meetings held at least once
a week it reviews the progress made in the various programs.

The highest body in the Institute is the Superier Ceuncil. It Is compesad
of 9 members (Ministers of Agriculiure, Economy, Finance, Presidents of
Central Bank and National Bank; Director of Natienal Pianning Office,
Representatives of Industry and Agriculture; ond Representative of Minerity
Party). [t makes broad policy and coordinates INFONAC's activities with
other GON programs. |t meets at least twice o year, (See Annex V for
organization chart, detailed description of INFOMNAC depariments, and
blo=data on INFONAC officers.)

INFONAC s presently In the process of implementing the ICAITI plan,

It 1s staffing the new departments and divisions with Its 144 techniclans
and 120 management, adminisirative and clerical personsel. Soms offices
such as the Personnel Administration Qffice and the Organizatien and
Methods Office will not begin functioning until a year or so. Ofher de-
partments will bave a minimal steff, Presently the varlous departments are
preparing operating regulations fer subralssion to the Executive Beard of
Directors for approval. A special enrmittee reporting to the Ganeral Ma-
nager is coordinating the various implementation precedures,

The USAID Is in full agreement with INFONAC on the noed for this re=
organization effort, and will continue to werk clasely with INFONAC In
this whole reorganization process. To accelerate implementation of the
plan, it is recommende. ' * the loan agreement contain covenants that:
(1) by December 31, 1967 INFONAC shall submit o detailed repert en the
implementation of the new erganizational plan with special reference to
inter-departmental coordination and (2) by March, 1968 the Personnel
and Administrative Office shall be functioning with a wage and salary
system, INFONAC has also indicated that they will prebebly use o pertion
of the AID loan funds allecated for studies and technical assistann.e to
contract for the services of an American management expert to help with
the implementation of the reorganizational plan, The project commitiee
agrees with this use of the loan funds.

INFONAC's System of Project Analysis.

INFONAC tries to use its industrial credits only for those industries
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it considers of highest develepmant Inportance.

The three maln factors in its selaction of projocts In the pest have basns
foreign exchange earnings and savings; vtllizatien of Niesraguan revy
materials; and the creation of new jebs.

a. Three Year Plens and Development of Now Industrios

In erder to dofine mere eloarly high prierlty Indusivial eostorn end
projects INFONAC Inltlated a three ysar plen systom fn 1962,
These plans sutlined:

(1) The genoral indusirlal development objectives of INFOMNAC
for the next three yoars;

(2) Industrial sactors within the genaral ebjectives whieh it een<
slders of most Importance to Nicaragua's ecenemie dovelepmant;

(3) Projects within these sectars which have bsen studied by
INFONAC and whieh It plons to ectively promote; end

(4) Projects which should be studied by INFONAC and dovelepad
if feasible.

Once completed the Plan Is presented by the Gernsral Manager te the

INFONAC Superlor Counell for Approvel. Sinee the Superier Counell
includes various GON Ministers and high ranking officlals this allews
for aptimum GOMN eoncurrenee and cosrdingtien.

The plan implemented threugh the INFOMNAC Industvial Dopertmont
Studies, and active promotional werk are earled eut on thess prejests
carrying highest prierity. Ferelgn technleal aslstance Is eentraciod
when neeessary, to do detalled foasibility studies. INFONAC astively
promotes the projects through Its Managua Premetion Offics. {if a flrm
is Interested INFONAC will help them look for financlng and will
vsually participate with sciwe of its own funds in elther an equlty or
lean pesition.

INFONAC hes suceeeded in Implementing most of tha Indusiviel pre-
jects given highes? priority In its last plan (1965-1967). (See Annex 1,2
“for a list of the projeets) The 1966</0 plans should ba presented to
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the Executive Councll In May, 1967, lis list of prierity Industrial
seetors will be & follows (in order of prierlty): (a) chemieal ln-
dustries; (b) Industrles which process national agricultural preduets;
(¢) sea food Indusiries; (d) Industvl es fransferming copper; (o) wesd
iransforming Industries. These prioritles have been pleced because
the develepmant of industries in these sectors will permit: @ maxi-
mum of vertical Indusirial Integration; Increased expertatien to the
world and C.A. markets; and a high utllization of Nieeraguen raw
materials,

b. Existing Industry Finaneing

In addition to develaping new Indusiries s spalled out in lis
three year plans INFONAC hes found that there are many
exlisting Indusiries of economic development Importanes whieh
need medium and long term financing to Improve thelr preduc -
tlon copaelties, and are not baing attended by nermal banking
sources. In finaneing these firms INFONAC hes ottempted te
rank them In Impertance eecording to the criteria spalled out In
Its three year plans. A waighted peint system with values as-
slgned fo such faeters as forelgn exchange sarmings or savings,
Inereaged job ereation, uttllzetlon of raw material , otc, wes
devised so as to moke the most aceurate determination of the
Impertance of eaeh projeet. The use of these planning and
project evaluation sechniques hes allawed |NFONAC to tm-
prove its project selection, but there is feeling In both USAID
and INFONAC that the systems need to bs strengthened and
that INFONAC perconne! should reesive furthsr tralning in
project analysis. INFONAC hes indicated its wish to use o
portion of the AID loan to contract for the servicas of a con-
sulting firm or Individual Yo help them Improve program plan=
ning ond project analysis. The project commitiee fully supports
this idea.

INFONAC's Agricultural Diversification Program

INFONAC is consclous of the predominant role agriculture plays In
the national economy but Is also fully aware that the econemy s
heavlly dependent on coffe and cotton, two erops that are highly
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susceptible to an unsteady world market position, Conseguently,
INFONAC has glven high priority to agricultural diversification.

The major part of its efforts have taken the form of technical services.
These have included general as well as specific invastigations, market
studies and pilot demonsiration profects. The expenses Incurred in
these activities are pald in part by the GON or by agencies such as
the U.N., but for the most poart have been financed with INFONAC's

OwWnN resources,

Since 1954, INFONAC has also made ever $14 million In agricultural
loans, complemented by heavy inputs of INFONAC technical assls=-
tance, The cost of the technical assistance has generally far excesded
interest earned on the loans, These technical services and credlt ar=-
tivities have been concentrated in the following projecis: eoll conser=
vation, coffee improvement, solls mapping, banana roplanting, tebacco
introduction, reforestration, rrigation, general studias of the Neorth
Atlantic Coast, apiculture, poultry and hog production,

Some of these projects have had somewhat dramatic rasults such as an
egg production project that allowed Nicaregua to supplant 70% of is
past egg Imports with domestic production, Banane preduction, virtually
abandoned by private enterprise, was studied in detall and put under
demonstration by INFONAC. After initial failures o solution to the
technical problem was found and Nicaragua is now exporting ever

US$ 2 million per year and should export $5 millions by 1968,

Other projects will only show economic benafits tn the long run, such
as the ecological studies and mapping of subterranean water, and ths
north atlantic coast reforestation program. Some agriculiural projects
have had direct effects on industrial development by supplying the raw
materials base for new indusiries such as a kenaf for a bag factory, tree
stumps for a naval stores factory and tobacco for a cigar fectory.

INFONAC has been involved in these activities because they ware os
significant development importance and because no private greup had
the required capability or interest to pursue them. As other agencies
such as the National Bank, the Ministry of Agriculture and the National
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Cadastral Studies group have developed or shown inferest in these
projects, INFONAC has divested itself of them.

lts present agricultural program is primarily In:
a. Banana and tebaceo preduction;

b. Reforestation;

¢. Heg production;

d. Hortleulture; and

e. North Atlantic Coast Development.

Over the next 10 years INFONAC Is projeeting a doubling of its loan

and experimental activities in these areas. These Increases will be

largely financed out of special projeet leans from International agencies
such os IDB. A rew loan application is baing presented to |DB for US
$4.5 millions for agricultural diversification (for lmprovement of dalry
herds, hog preductien, hortleulture and eiirus frults). Technical assistonce
surveys and experlmentation expenses are projected to increese propor -
tionately. INFONAC's projected earnlngs eurrently show it broaking even
by 1972 on the agrlcultural program, but they do net take into aceount
some probable losses on its loan and equity porifelle due to bad slimaile
eondltions or possible losses on thelr experimantal farins, Even with new
income from increased loending, the agricultural progrom will probably
eontinue to function at a loss.

Cattle Davelopment Program

Due to INFONAC's ploneering efforts, cottle raising s ﬁgv(zzi;\\éf tha prine
clpal actlvities in the country and offers very promising posstbliitles os o
major foreign exchange earner. In 1954, INFONAC formulated a eom-
prehensive National Cattle Davelopment Program. The basic ebjective of
this program and theose that followed, was o establish an Integrated deo -
velopment of cattle-ralsing and the indusirializotion of beef preducts.
The program consisted of four fundamental interrelated activities: )
developing the Santa Elena Experimental Cattle Farm, b) Improvement
of breeds, ¢) improvement of range management and d) indusirial proces-
sing of beef products. Total finaneial resources applied by INFONAC to
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the program through Dacember 31, 1965 were US $10,266,000 of which
$4.8 million wos for loan and equlty financlng. These resources were
used for: the purchase of breed stock to upgrade native herds, im-
proving pastures, upgrading nutrition and enlimal health, experimental
breeding to devalep new varleties of euttle better adanted to lecal
elimatic conditions, the development of a medern slaughterhouse to
process cattle for export and local markets; and the establishment and/
or modernization of flve milk processing plants.

Due to the program Nicaragua's export earnlngs from sale of beef have
Increased from US 31,142 in 1958 to $6,813,799 in 1965 (there was no
export In 1957). For the 1966-75 period INFONAC projects a higher
percentage portion of its loan portfolio In cattle developmant but will
decrease substantlally its direct Investments and technical setivities,

Industrial Development Program

Until the recent formation of CNI (a private flndgneclera), INFONAC
has been the only Nicaraguan public or private entity actively promoting
and developing new private Industry In Niearagua, Inlttally INFONAC
was the only source of medium and long term Indusirial finaneing. Pro-
sently the commercial banks and the National Bank (BNM) are segplying
short term eredlt to the better risk industrles. For all practical purpezes
however, INFONAC and CNI are the only sourees of longer term Indus-
trial credit. Combining these banking serviess with lts teehnleal end
promotional services INFONAC remalns as the most lmpertent leng term
Industrial development Institution In Nicaragua, CNI Is the oaly other
Important Institution but, being private, 1t allies its activiiies more
closely to shorter term industrial davelopment. While there have baen
Nicaraguan industries developed without INFONAC assistance, all the
major industries established in Nicoragua since 1954 have been financed
and/or promoted or in some way significantly assisted by INFONAC,
Among the most Important examples the follewing major new Industries
wouid llterally not have been formed without INFONAC's efforts.

a. A modern boef cattle (Mataderoe Modelo)
slaughtering plant.

b. Two modern milk plants (E! Hogar and La Salud)

c. A shrimp processing and (Booth de Nicaragua)

packaging plant
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d. Two edible oll extraction plants {La Cerong & Gracsa)
e. Four Textile Mills (Fabritex, Gedala Marfa,
El Porvenir & Texttlas C.A.)
f.  Two Steel Structuras and Plps (Mstasa and Tamenie)
manufacturing plant
g. One medern shoe factory (CECALSA)
h. A chemical complex to menu-= (Herewsa & Elpssa)
facture insectisldes, fertilizers,
efc.
i. A large brick clay factory {CorGmica Chlltepa, S.A.)
. A new modern hotel (Hotel later -Contlnental , 5.A.)
k. A core-veneer plant (MADINSA)
l. A powdered milk production (PROLACSA)
complex
m. A modern wood deors, windows (PROCESA)
8 furniture manufacturing plent
n. An eat meal plant (Coreales ds Controamarlea, S.A.)
0. A new synthatie glue plant (Qulialces Berden de
The Industries develeped by INFOMNAC usually use @ high componant of

Niearaguan raw materials, The following chert shews that over 60% of
INFONAC's industrial pertfollo was In feod processing and 30% In
leans for Industries molnly welng Nicoraguan raw materlals,
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INFONAC - Medium and Long Term Industry Loans
19324@@

(In Thousands of Dollars)

Type of Ne. ot Percent
Industry Loans Amount of Total
Food Products 80 11,085 59.4
Construction Material 23 1,490 8.0
Textlles 33 1,428 7.6
Chemleals 36 761 4.1
Hides and Leather 27 560 3.0
Electrical 21 544 2.9
Rubber Products 6 142 0.8
Wood Processing 28 485 2.6
Agro =Indust. 66 2,157 11.6
Total 357 18,632 100.6%

Source: INFONAC Statistical Section

INFONAC's industrial development program cen be broken dewn Into
the following parts:

a. Banking Operations = medium and long term leans fer capliel
financing through 3 to 10 year loans and some lesser short term
working copital financing (malnly through Central Bank dis-
counting).

b, Direct equity Investment, and

c. Technical service functions, economic and fecsibility studies, for-
eign and national industry promotional work, technical assistance
to established ¢r new industries.

Banking and Investment Operatlons. INFONAC has functioned e o

Gank of last resort in its industrial banking operations, However, because
Nicaragua's shortage of resources for industrial financing (see financial
section), INFONAC estimates that 50% of the feasible industrial projects
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presented to 1, were not Implemanted boceusn of lack of flnancing.
From 1954 to 1965 INFONAC made 357 Indusirial loans to 333 dif-
ferent enterprises for a total of US $18.6 million. Some 98% of this
financing wes for the financing of flxed or cepltal assets. Along

with this loan financing INFONAC Invested another $2.7 millien

In direct equity holdings In 14 industries. INFONAC mode thess
aqulty Investmants primarily for three reasens: (1) @s @ “hand holding”
function for private Initiotive untll the financlal foasibllity of an
operation was demonstrated; (2) to lmprove the finenclal status of

an enterprize by converting ioan Investmenis to steck end (3) to allow
for part Nicaraguan ewnership of a jolnt venture snterprise. This

total of US $21.3 millien of INFONAC lean and equity Investise
wes coupled with another estimated US $28 million in equliy frem the
businessman Invelved and In financing from other sources, fer an
estlmated total werth of enterprises financed of US $54.3 millien.

Of the total of 333 Individual Industries finanred by INFONAC
30% of Nicaraguan Indusiries with more than 5 emoloyses In 1965)
It Is estimated that ever 6,000 jobs were created by 1965 (epprex! -
mately 25% of the aetlive Industrial werk foreo In Indusivics with 5
or more employees In 1965) and that the cnnual gress predustion of
these Industries exceaeded $55 millien by 1965 (ecpproximately 30%
of the gross preduction of the Industilal sector in 1965).

Technlcal Services. Along with Its loan end equlty flnencing, end
posstbly mere Impertant frem a leng-venge devalepmant standoelint,
INFONAC has played a role In prometing Niearaguen indusirial
developmant through supplying technical servieas. Slnee 1954
INFONAC soent epproximataly US $3.7 milllon In promoating and
Implementing new priority Indusiry end In expanding and improving
exlsting Industry. During 1964 and 1965 alone these technleal @ -
sistance activities cost INFOMNAC more than US $700,000.

These services may be breken down Into three broed categorles. The
first might be called operations, or assistanee in the implemantation
ond management of projects. The sacond might be termed teehnicol
servicas which Includes economic and foosibllity studies, and the
nrovision of Infermational and educatlonal services (threugh predue-
tivity centers) to the private wector. The third could bs ealled pro-
motlonal aetivities, (through the New Yerk and Managua premetion
offlces) to stimulate foreign and notlonal investment ln projects
INFOMAC considers of importance.
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The following figures may give some ldea of these services:

a. Since 1954 INFONAC produced 81 economlc and foasibilisy
studies. (see Annex IV for list of studies).

b, Over 12 new major Industries such os a powdered milk plart, o
textile plant and a fertilizer Ingredient plant, were organizad
end over 1,500 contocts with prospective Investers were meds

by the INFONAC Promotion Office since its beglaning In 1963,

¢. The full time of three foreign experis and substantial time of
INFONAC's regular staff (including at least 75% of the tims of
3 industrial experts on INFONAC's staff) went Info technlcal
assistance to |NFONAC supported projeets In 198566, and

d.  The INFONAC productivity center gave mare than 27 courses
and seminars attended by over 1,Q00 participanis in lts 4 years
of functionlng before it was taken pver by the Chembor of Com-
merce In February of 1955,

Experience with Earlier AID Loan

On December 23, 1964 AID made a $4 million loan to IINFONAC
for general Irdustrial loan and equity financing and for the flnanelng
of feasibllity studies and technical assistance sorvices to INFONAC.
The terms of the loan were: 2% Interest and 25 years amortizotion
with a 10 year grace period on amortization, Ths loan allotted US
$3 millien for U.S. procurement of goeds and services end US $1 wmil -
lion for CACM procurement.

This loan was In port o response o a study made by Continental Allled
Co. under an AID contract in 1963, recommending that AlD finance

an Industrial relending project in Nicaragua.

The general purposes of the loan @ deseribed In the Coplial Assiztance
Paper (CAP) were:

a. To make medium term Industrial eredit avallable in Nlcaragua
so as to stimulate Indusirlal development.

b. To cover a part of INFONAC's generdl operating expensas with
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the monles generated by the interest soread between the AID
loan terms and the relending terms, and

c. To glve INFONAC leverage with the GOMN In gettlng en in-
crease In capltallzation of $500,000 g year for the 1967 to
1971 paried and in getting relmbursed for the cperating lesces
incurred through December 1964,

Both INFONAC and the GON ere fully living up to the foras and
conditions speeified In the lean agreement. The GON reimbursod
US$1,418,427 to INFONAC; US $418,427 more than that specified
In the Lean Agreement. This year INFONAC will recelve the first
of the five $560,000 eepltalization payments authorized by the
Nicaraguan Congress in 1965,

INFONAC Is surpassing the Industrial program projected I the lean
poper. Disbursements fer Indusirial lean and equity Investmsnt in
the 196466 period have exceeded $8 mililon compared to the $6.5
projected for that perled In the 1964 loan peper. In the first elght
months of 1966 alone, Industrial project commitments ware over U3
$5 million (inecreasing over 59% from the previous yaar)., This ae-
celeration of lending has been accompanied by ¢ US $§1.12 miilien
increase in lecal eeplial generated through INFONACY cavings
department and bond Issues. Savings depeslts Inerossed US $1.7
million between December, 1964 and Deeombar, 1966, INFONAC
also received US $470,000 from new bond Issue In this parled.

INFONAC heas committed and s disburslug the lean within fhs
schedule set ferth In the CAP. The loan wes fully commitiod by
August , 1966 = 17 months after meeting CP's = and should be fuliy
disbursed by December, 1967. = 34 months after mooting CP's,

Up to the present tlime the arrears and delinquancy fasters of sub-
borrowers flnanced under the loan have been zare. INFOMNAC heas
however a bad debt reserve of 1% and heas dellnguencies of 13 of
1% of its total portfelis but nene on the AID flnanced portien.

Use of Funds. The $4 million of lean funds plus $1.8 milllen of
INFONACTs ewn funds has beon committed in 33 loans and Industriel
equity financing eperations; one loan vo a private financiera for

small sub-=loans to coftage indusiries; three feasibliiiy studies and
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The following is a breakdown by eategery of the use of project funds:

Types of Projeets Financed with AID Lean 009

INFONAC
AID Lean Funds Total %

Feasibility Studies 128.7 o, 128.7 2,2
Indusirlal Park 42,1 - 42,1 8
*Wood Processing 371.8 6.2 378.0 6.9
*THe =brick manufacture 2171 - 217.1 3.7
*Textiles manufacture 501.0 1015.0 1516.0 26.0
*Construction Indusiry 483.7 175.2 658.9 11.3
Chemical Preducts 238.5 = 238.5 4.1
Metal Industry 243.0 264.2 527.2 9.1
*Socp Manufacture 114.2 - 114.2 2.0
Transpertation lndustry 176.6 252.9 429.5 74
Hotel 250.0 = 250,0 4,3
*Clgar Manufacture 120.0 - 120.0 2.1
*Agriculture Related Projects 357.1 - 357.1 8.1
Beds & Mattress Manufecture  142.0 e 142.0 2.4
*Cottage Industry sub-lending  500.0 - 500.0 8.5
Miscellaneous 114.2 86.2 200.4 3.4
US $ 4,000.0 $1819.7 § 5819.7 100

(*Projects using primarily lecal materials. Equo! 1o 57.7% of tetal)

Of the loon and equity eperations $2,060, 160 was used for the estabilgh -
ment of new Indusirles (10 new relatively lorge Indusivies were forinad)
and $1,811,840 was for the expansion of existing Industries. Cenblned
with these, INFONAC estimates that private Investors and othor flnanelal
institutions put another $14 millien dollars Into the enferprises concerred.
Once the loans are fully disbursed and the enterprises fully eperative, It
Is estimated that aggregate annual produetion will asxcoed $35 millien
(25% of 1965 total Industrial preduction) with an ennual net savings and
goneration of forelgn axehange for Plicaragua of approximately 811 millien
(8% of 1945 ferelgn exchange earnings), and with approximately 4,500
new jobs created (19% of 1965 total Industrial laber ferce) aetive In In-
dustries with 5 or more employees.
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Of the threeo fecsibillty studles flnanead, ens was fer an organizetlen
study of INFONAC whieh ls presently belng lmplamented, encther wes
for the oxpanslon of a stesl rolling plant which is bolng financed by
CABEl, and the other wes for a general candy manufecture study whieh
was temporarily shelvaed by INFONAC.

The agriculiure roluted orojeets wore prejects which bsesuzo of thalr
general economlec ﬁ!@velg;@m%ﬁf Importance were appreved by the USAID
for funding out of the loan. They were fer (a) the financling of wall drll-
ling for commarelal Irrigation; (B) the financing of broed -quarter hereas
which are being utilized te produce herses mere apprepriate for the
exponding eattle Industry than the native Niearaguan types ard (g) the
finaneing of equlpment for large seale commarelal rice forming.

The cottage Indusiry sublending preject s the only one whieh hes baon
loss than suecessful. This sub-legn was concelved to remove INFONAC!S
burden of processing very simall loans (under $5,000). Disbursersnis
through the financlera handling the sub-preject, INFiISA, %%g‘;fa ksen slev
(only $14G.000 out of the committed $500,000) end technlec! assistancs
which was to be suppllad by INFISA te the small berrowors &5 a neesssery
adjunct to this type of lending, hes bsen minimal, The mislen finds thet
this kind of eradlt requires clase supervision and more technleal aslsienes
than a privaie finonclera ls able to provide. With the ggré;zs‘?gd AID-BNN
small enterprise supervised eredit pregram INFOMNAC feals that this type
of actlvity by them will be unnecessary. Presontly INFONAC Is thinking
of shiftlng ebout $300,000 of the commilited ameunt to enethor projeet.

IDB Leon. |n Dacombor 1965 10B mede @ $3.3 milllen indusivlel davelep-

mant lean to INFONAC.,

While at flrst the commitment of this lean was slew, by Doecombar 1966

It was fully committed (90% of the commltmants were made In the lest

4 months of 1968) and by Dscember 1967 the loan sheuld ba fully disbursed
(it was over 55% disbursed by Mareh 1967).

The rapld utilization of this loan demonsirates the Increaming demand for

medium ond longer term Industrlal credit In Nicoragua. (see Annox 1l
for a list of projects being financed),
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Historical Phases of INFONAC Industrial Progrem

Since the Inception of INFONAC some 13 years ago lis indusivial
development program has undergone considerable chengss.

For the purpose of discussion these changes may be breken dewn Into
three Institutional deve!cpment phases:

Phase #1 (1.54=61) = Initial instirutional develcoment parled.;
Phase 72 (1962-65) - Trams!tional or rede‘inition of purpose perled,
Phase #3 (1966~ ) - Maturation peried.

In the first phase INFONAC was dealing with o traditlenal socloty, heavy
in agricuiture, with little industry, and with almest non -existent Industrial
entrepreneurlal and managerial experlence. Aleng with this IINFOMNAC
was a new Institution baglinning with almost no MNieoraguan indusiriel de-
velopment experience. INFONAC!s Industrial progresa therefore wes alsed
at developing a few new projects and Improving the preductivity of many
existing smaller enterprises. An excmple of this Is that frem 1954-1951 of
$5.15 million In industrin! leans approved $2.23 willion were for three
industries which INFONAC started and llterally ran and $2.92 millien wos
divided among 210 small loans.

The second phase can be defined os from 1962-1965 with INFOMNAC re -
sponding to a prospering economy, with Nlcaraguan privete entreprenaurs
becoming more Interested In industrial enterprises, with a grewing Nice-
raguan managerlal cless, and with Increasing Inferest In Nicaragua en the
part of private foreign investors.

INFONAC's Industrial loan operations more than deubled In this feur yoer
period as compared with the initial 8 years. Indusiries financsd and/er
promoted were larger (average amount of loans Ineronsad from lass than
$40, 000 to over $70,000). With this nereasing Intevest In private Niea<
raguan Industry INFONAC bacame more selective utlliglng fer the first
time an INFONAC three year indusirial plan with elearly defined priarity
Industrial ssctors and prolects.

The third phase in which INFONAC presently finds ltsalf is ons In which
other sources of Industrial eredlt are being made avallable for established
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Industries (through a private finanelere = CNI and the cemmercial
banks) and In which the economy Is In the fifth year of a general
economic boom, offering an Ideal eppertunity fer aconemic diver-
siflcation. INFONAC s therefore incressingly cencentrating lts
efforts on developing new high pricrity indusirles. The flnal rego-
tiation stage has alreedy baen entered en several large enterpriess
and a number of others are belng actively premoted and develeped.
For this phase INFONAC Is projecting en Increczod empheasls en
project selection and development anrd a probable tripling of lis
Industrial pertfolio frem $8 milllon In 1966 to $24 mililen In 1975,

History and Background of AID Rele in INFOMAC's Davelepmant

AID hes e leng histery of eloso werking relatiens with INFORNAC end hes
played a major role In lts develepmant, ot enly threugh the 1964 lean,
but through a prolonged dialegue Invelving technlcal advisers, perticlpant
training, and developmant polley ecoordinatien. Thus cecperation has not
bsen limited to indusirial flelds but has extended alse to agriculiure, In-
ternal management, project analysls, and other subjeets. Dozens of U.S.
experts and more than thirty Nicaraguan partlelpants have . baen invelved
In this cooperative relationship. (See Annex |l fer mere details). This re~
lationship Is continuing at the present time In both the Industrial cad the
agricultural fields.

In the projected cash flow presented In the 1964 Cepltal Assistance peapar
on INFONAC additional borrewing was contemplated ond AlD wes listed
as a possible source. As that loan was utllized and lis success bocame eloar
the USAID mission and |NFOINAC began reviewing the needs for emother
round of borrowing.

In late 1966 an application was submitted to AID. An IRR was prepared by
the AID misslon and submitted to AID/W In February of 1967. The CAEC
approved an Intensive review in March whieh wes begun Immodiately by
the USAID staff.

Country Team, Commants

The USAID Director presented this propesed project to the Country Team for
Its consideration and reeeived full concurrence with the USAID view that

this Is a prierity projeet offering slgnificant suppert to Nicaraguan indusirial
growth, employment, and foreign exchange earnings. The Couniry team re -
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commended proceeding with the lean 65 soon as pessible.
Alternate Sources of Fineneing

As ean be seen In INFONAC's financlal plon edditionsl berrewlng is
required for the projected growth plan of the Institution. 1DB, Ex<im
Bank, os well as private Institutions will be Invelved In this. Fer the
phase of INFONAC's bulld-up centemplated by this loan, there are
three basic components needed In the foreign berrowing to bs provided:
(1) a long term, (2) a concessional Interest rate, and {3) technical
assistance for further development of the Institution. The other peten-
tial credit sources are not in a position to provide these nrecessary fec-=
tures, or as In the case of IDB, defer to AID because of our close werk-
ing relationship with INFONAC. Expressions of no Interest in the
project have been recelved from Ex=im Bank, |BRD, end |DB.

As INFONAC grows it will Inereasingly eall on other Institutiens fer
credlts. Moany specific Industries promoted and financed by INFONAC
are logical elients for Ex-im Bank Credit, One of these, a plasties
firm, has expressed interest in an elght million dollar Ex<m Loan ~d
has comissioned |NFONAC to explore possibillties of making =i up-
plication. Other Indusirles, both large and small have turnad to private
US and international eredit seurees sueh as ADELA, CABEl, Bark of
America, Morgan Trust and Guaranty, efc.
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Sectlon 1l - Project Description

A,

Purpose of the Loan

The purpose of this lean s to essist with the develepment of medium and
large industry in Nicaragua. The lean project will do this by strongthen=
ing INFONAC's Industrial dovelopment aetivities in the fellewing ways:

ie

E\)

By supplylng foralgn exchange to INFONAC for relending and egulty
investments In medium and large sized Nicareguan Indusiry; of the U.S.
$5 million loan 4.75 will be usod F@? sub leans and equity Investmants.

By helping INFONAC Improve its financial pesttion through additienal ;
capltalization and more rapid reimbursement of eporating lesses by the

GON.

By financing U.S. tochnlcal assistance to holp INFOMNAC strengthen
its technical Industrial manpower and to Improve 1ts administrative pro=
cedures, Total technical assistance financed will emount to $250, 600
eguivalent to 6.5 men years.

By assisting INFONAC in covering a pertlon of s industrial premotion,
technical assistance and study expenses from the spond between AID and
relending terms.

Detailed Daseription of the Preject

1.

Industrial Lending and Equity Investmants

Lean terms will be et 10% avar poricds of up to 13 years with grece
poriods corresponding to the needs of the prejests. In response to o
favorable economic climate end a heavily Increasing demand fer medium
and longer term indusirial credit which cen only be partially satisfied
by private sources of financing, INFONAC Is prejecting a tipling of
its Industrial lending and equity financing ectivities over the next ten
years. Since Increased commercial sources are handling most of the
shorter tarm industrial financing needs of axisting Industries INFONAC
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industrial financing will be in groat pait for new Industrlal projects
which It develops.

For the 1947-1969 perlod alone INFONAC is projecting disbursing
over $18.4 million In new industrial loans and equity investments, Of
this amount $4.75 million will be from the new AID lesn,

This is based en a list of 10 projects costing some $44 million which
INFONAC has developed and has in the final negotiation stage.
INFONAC's participation Is planned at approximately $8.1 miilion
through loans and equity financing.

In addition INFONAC has elght projects In advance study er in pro=
motion, 17 others for which feastbility studlies are belng processed, and
16 cthers for which Informotion is belng gathered. (See Annax li=4 for
lists of projects).

The sources of funds for this three year period are as follows: (taken
from the Cash Flow, Annex [V~4)

Source Amount US$ % of Total
INFONAC * 7,713,000 42.0
Ist AID Loan {Disbur,

carryover) 1,857,000 10.0
Proposed AID Loan 4,750,000 26.0
IDB Loon (December, 1965
unused balance) 1,905, 000 10.4
Possible CABE! Loon 1,250,000 6.4
Central Bank of Nic. 571,000 3.1
Bank of America 383,000 2.1
TOTAL 18,429,000 160.0

* Includes roll over of INFONAC own and other funds,
In addition to the above sources of funds, financial assistance to the new

enterprises will be sought from other agencies such as Ex=Im Bank, CNI,
CARE], IDB and ADELA, For one project, a polyethelyne plant, INFONAC
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has already had discussions with Ex=Im Bank on a possibic USS$7 to
8 willien loan,

Nen=Banking Opsrations

Presently INFONAC hes a baeilog of Indusirial prejects. Hewever,

the 1967-75 program Is an ambitleus one which will reguire the de-
velopment of many new projects. This will necomsitate large sums of
money Invested In studies, promotion and other technical services.

For the ten year poried 196675 INFONAC I3 estimating that such ox-
pensas will be over $6.8 million and for the thrao year project pericd
at least $2.2 milllen. INFONAC 1Is implementing a now policy of
charging, as far as possible, for these sorvices; hewevar, it astlmates
that less than 8% of these expenses can be recuporated.

The Interest spreed betwean the AID lending rato and the velonding rate,
on the two AID leans, onee thay are fully disburssd, will plck up enother
appraximately 85% of these cosis, The remalning approximately 77%

of these costs will be Incurred by INFONAC as general oporating estpon-
sas, causing estimated net operating lesses of ever $1.6 millien during
the next 4 year peried (such losses will be reimbursed by the GOM).

Since the INFONAC approach in this rew Indusrrial program phaze is
one of selectively daveleping new medium and largs sized indusities
this necessitotas the hiring of highly qualified indusirial specialists.
INFONAC is presently hiring several of these specialists lecally, In
addition it is felt that six to elght man years or approximately US
$180, 000 of such technical assistance usefully could be funded from
loan funds,

With the Industrial end Eeonomic Studies Dopartments fully staffed with
competent speclalists, and with the use of outslda technicel assistance
or special consultants the projact committea belleves that INFOMAC
will have the capaeity to evaiuate and monltor the prejects In the ex-
panded indusirial program

To most effectively implement the ICAIT] reorgantzation plan it is falt
that up to $70,000 of the technlcal assistance portion could be ussd to
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contract American management consultants or firms. (See Description
of INFONAC Organization In Section |, A 2, for more detall),

GON Rartielpation in Project

The GON will contribute approximately $8.39 millions to INFONAC
over the next 10 years, of which $5.0 milliens (60%) will be for the
Industrial program.

This will take the form of:
a. Capltalization of $2,500,000 from 1967-71 at U$$500, 000 par year.

b. Reimbursement for eperating losses = an estimuted $2.7 wmiiliens
(Based on INFONAC's Cash Flow estimates of daficit).

¢. Taxes from special operations and other special contributions
$3.19 millions.

The USAID also suggests that the option of the two=step precedure be
offered to the GON on this laan, with any difference from tho GON
payments to AID and INFOMAC's payments to the GON eutomatically
being Invested In INFONAC es additional GON capitalization during
the first 10 years of the loan and at the eption of AID and the GON

for the remalning perlod of the lean. This would glve INFONAC ad-
ditional capitalization of $1.8 millien ever the firat 10 years of the

loan and, If continued, another $1.5 millien over the following 15 yoars,

While the GON is required by law to relmburse INFONAC's sparating
losses they have been somewhat late tn meking such poyments,

In accordaince with the first AID loan all such payments covering lowmas
through Decembar 1964 have besn made, However, aven when paywonts
are on time INFONAC undergoes a temporary decapltalization of about
2 years, This Is because the INFONAC financiol statements are enly
completed six months after tha INFONAC fiscal yasr onds, and are only
submitted to the GON congress In the following flscal year,

‘The project commlttes suggests that a C.P. be Included In the lean
agreement on prompt reimbursement. This can be implemented by
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requiring that the GON reimbursa INFONAC Ia the immsdiately
following fiscal yeor for lesses incurred on the basls of esitmates made
by INFONAC's internal accountants,
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Section 11l - Economic Analysls

A,

Industry in the MNicaraguan Economy

In 196¢ manufacturing Industries accounted for 13.3% of the Gross Domestic
Product (GDP) ranking not too fai behind agriculture (30%) and commarce
(21%), Over the past 6 yeers, while Nicaragua has enjoyed o gensral eco~
nomic boom with GDP increasing by almost 8% per annum, the industriel
sector grew by over 10% per annum. In 1966, totel indusirial preduction
equalled 1,427.7 million current cérdobas or over $200 million dollars.

This accounted for 24.6% of total Nicaraguan exports (19% of total indus-
trial production was for export) and employed 65,000 psople, or 12% of
the total active labor force,

As might be expected in @ country as dependent on agriculture as Nicaragua
over 40% of industrial production was In food processing industrias, disiri-
buted In the following manner:

Beef Slaughtering 16.1%
Bottling and Canning 0.4
Mitk Products 3.1
Fish packing and processing 1.9
Milling 2.9
Bread Manufacturing 4.8
Sugar Refining 4.2
Confectionary Candies 0.1
Others 6.9

The remaining production was falrly widely distributed as follows:

Drinks 9.8%
Tobacco 4,6
Textiles 5.1
Shoes 2.8
Ciothing 7.1
Woeod 0.7
Furniture 1.5
Paper 1.9
Leather 1.1
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Chemlcals 10.4
Patroleum 3.1
Nen=Metallic Mineral Preducts 3.1
Matal Products 3.9

Machinery and Electric

Apparatus Construction 0.2
Transportation repalr and eons-

truction 1.1
Jawalry 1.4
Others 4,2

Cemparing these flgures with thase of 1960 we sos that the struetura of
Nicaraguan Industrial secter hes remalned basleally the same, 1.e. @n
expansion of production in traditional industrial eetivities with little now
intermediate industry. Some exceptlons are textiles, fish precessing end
petroleum refining in which there was little activity just 5 years ago.

The utilizatien of vaw materlals by Nicaraguen industry Inerenssd by 7.3%
from 1965 to 1966, with tho utllization of Imported raw materlals egual to
22.2% and natlonal raw materials ever 30% of the gross val 16 of preduction.

GON Priority to Industrial Develepment

Nicaragua's dependence on agriculture * has stimulated the country's
leadership to place highest priority on diversifying the econemy - one of
the primary aims of the Five=year National Development Plen adopted in
1965. The urgency of the situation was brought home sharply in 1966 when
as a result of poor weather conditions agricultural production docreased by
4.6% from the prevlious year cousing @ generel slew down in the rate of in =
crease of GDP to 3.6% and a decline In exports by an estimated 5%, Be-
cause of this a three-year Immediate action program was leunched In sarly

* The agriculiural secter employs 60% of the labor force and In 1945 contri-
buttd 35% of GDP and over 85 parcent of exports (cotton alone accounted
for half of exports and coffee 18 per cent).
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1966 at the instigation of the Central Bank. The plans are dirscted
towards three general goals ~- broadening the number of export agri-
cultural crops, Increasing the production of food crops, and expan=
ding industrial production.

Organized governmental efferts to promote industrialization date from
the establishment of INFONAC in 1954, An investment promotion
low was passed in 1958 and revised In 1966 providing fiscal incentives
for the expansion of Indusiry. Central Bank moneteary policies have
been increasingly aimed at channeling private bank credit teward the
industrial sector, and in 1966 the Bank fleated a $10.7 million bond
issue to the private banks, $4 million of which are baing utilized by
INFONAC and the National Bank (BNN) fer Industrial projects
(textiles, metal Industries and leather and skin production). The as-
tablishment within the past few years of a privete “financiera” (CMI),
a private finance company (INFISA) and hwo new private commarcial
banks has made evailable more capital and provided a stimulus for
industrial expansion. Many other developments have facilitated the
process In more Indirect ways, Among the most Important of thews are
the steady implementation of the Central American Common Market,
which has expandad the market for indusirial goods and led to healthy
and stimulating competition, and the government’s vary effective
efforts to expand the road network, ports, power supply, and otner
infrastructure.

Relation to US Assistance Straregy

U.S. Assistance Strategy In Micaragua stresses a centinuing long range
attention to diversification of exports, import substitution, and deve-
iopment of viable private entarprises related to reglonal and ether free
world market configurations. The first AlD loan, as well as the one un=
der consideration grew out of this emphasis. Secondary beneflts in job

creation and development of investment opportunities to repatriate ca-
pital are also worth noting,

Contribution to Economic Development
In analyzing Nicaragua's industrial sector it becomes apparent thai:

1.  The number of medium and larger indusiries is very small.
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2. There is a growing tendency for larger Industries to depend mare
heavily on imported raw materials.

3. Small indusiry production i3 relatively inefficient.

4, General credit sourcas for industry are expanding, but sufficient
lenger term development credit Is still lacking.

According to preliminary date from an ecenomle census taken In 1965,
there were o totel of 999 manufacturing astablishments empleying five

or mare paople. Of this tetal only 97 could be dofined es medium or
larger size industrles by Nicaraguan stondards, {.e. employing 50 or
more people and having an annual gross production of $420, 600 or more.
Such indusiries, however, employed 14,218 people or 56% of the ac~
tive industrial werk force, eccounted for almest 70% of the gross In-
dustrial preduction, and gensrated almost all of the foreign exchange
earnings of the industrial ssctor,

According to the Central Bank's report of 1965 while comsumption of
raw materials by industry increased by 42% during 1963=65 the per-
centage of national raw materlals used dropped from 63% in 1963 to
57% In 1966, Ore of the principal reasons fer this increased utiliza-
tion of imported row materials was the establishment of now Industries
such as paper products, printing, rubber products, petroloum rafining,
and electric appliances, They eccounted for 12% of total indusirial
production In 1965 and Imported virtually all of thelr raw materials.
Small Indusiries (those empleying 5 to 50 people) eecountad for ovar
9% of the tetal manufacturing enterprises, omployed 41% of the total
active Industrial work force and produced only 30% of the gress indus-
trial product In 1965, Furthermors, productivity of workers In thess
industries was « 1y 2/3 of productivity of werlars In larger Industries,
These factors indicate that smaller Nicaraguan industries aere charac-
terized by low=productivity.

Credit resources for Industry in Nicaragua are expanding. Total indus-
trial loan -ortfolio of all commarcial sources of credit expanded from
about $11 million In 1960 to $48.5 million in 1966, The privete com=
mercial banks and the National Bank expanded from $8.2 million In

UNCLASSIFIED



- 30 UNCLASSIFIED

1960 to $36 million In 1966. Their industrial lending was however,
primartly to existing Indusiries, to prime customers for short terms.
Over 61% was in the form of loans for less than 18 months; generally
from 3 to 4 menths and discounted in advance with the true rate of
interest running as high as 14% or, in exceptional cases, 20%.
INFONAC and CN| were the only real sources of indusirial develop-
ment lending for new Industry with their industrial portfolies totalling
$12.5 million In 1966. (INFONAC $7.8 milllen end CNI $4.7 wil=
lion). INFONAC has 4.4% of its portfolio in medium term loans of
from 3 to 5 years and 87% In longer term leans of 5 to 10 years.
ChI had 40% of its portfolio in medium term loans of from 3 to 5 years;
tho remainder almost all 1n short term operatigns. (For more dotail on
Nicaraguan Banking System see Annex 3, (¥).)

The INFONAC indusirial program In which the propossd AID lean
would play part, would have a direct effect on &ll of the problams

of “icaraguan industry as listed above. First, the INFONAC program
will be mainly aimed ot prometing larger sized industries which can
produce for and compete more offectively in the CACM and beyond.
The INFONAC program over the next 5 years will result in the esta~
blishment or improvement of approximately 100 such firms with @ total
annual production of about $80 million and foreign exchenge earnings
or savings of approximately $20 million.

Second, INFONAC offorts will be concentrated on promoting and de-
veloping firms which use the highest possible component of Nicara-~
guan raw materials possible, and on vertical Integration Indusiries

(i.e. indusiries producing goods other Micareguan Industries can uttlize).
This will have the effect of gulding the industrial sector Into the most
competitively advantageous industries.

A third effect of the program wiil be that INFONAC's Increassd indus-
tria' financing will approximately double the amount of medi um and
long term industrial credit available In 1966, This greeter availability
of development credit will provide a stimulus for formation of many new
enterprises which co:ld not be formed if they had to depend on short
term financing.
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Direct Benefits: The INFONAC program by the end of 5 years will
Rave the tollowing direct benefits:

a. Double the number of medium and large industries from 97

to about 200.

b. Increase gross annual indusiriel production by approximately
- 40%,

¢, Inerease forelgn exchange sarnings er savings by 13%.
—d. Increase the active indusirial werk ferce by 30%.

Caleulated another way the INFONAC program by éhe ond of the next
5 years will:

a. Increase annual gross industrial production by $80 milllen,

b. Increass annval forelgn exchange sarnings or savings by
$20 million,

c. Increase the ective industrial werk force by 8,000.

Consequently for every INFONAC doller Invested industries will be
formed which add $4.50 to GDP due to Increased annual industrial pro-
duction. About $1,10 will be added to foreign exxchange sarnings or
savings per dollar Invested and for every $2,250 INFONAC invests a
new job will be created.

Nicaragua's Forelgn Debt, Reservaes and Repayment Pesltlon

Nicaragua's long-term public forelgn debt, amounting to about $60 million
(on disbursed funds) at the end of 1966, is not large In reletien to ite servi-
cing capecity. Such foreign debt is less then ten percent of the gross nations
al product. Only about 4 percent of gross forelgn exchange recelprs from
exports are required for servicing the debt.

Nicaragua's net foreign reserves, however, are dangersusly lew. Althsugh
gu 7 b )
gross foreign exchange reserves grew rapidly In recent years and increased
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slightly in 1966, this growth has baen significantly offsat by an Inereaso In
short~torm forelgn obligations resulting from forelgn flnancing of agriculturel
crops. The increase in nat reservas in 1965 amounted to only $800, 000 (as
compared fo $4.8 milllen in 1964 and $5.8 millien In 1963), end in 1966
there was a drop of $12.7 million or 45 percent In net reserves, leaving them
at a level sufficient to cover enly about one month's finports,

The decrease in net raserves was primarily due to & ten parcent reduction In
cotton and cotton seed exports as a result of drought. This demonstrates the
degree to which Nicaragua s dependent upon a few aiport erops which are
subject to serious fluctuations due to weather and market conditions, Over 50
percent of foreign exchange sarnings come from cotton, and an additional

18 percent are derived from coffee, far which the growth of zales is Iimited
by the International Coffee Agreement.

Although the Central Bank has taken measures to curtali [mports and te di-
versify exports, the former measure is limited by the econemic expansions
needs of the country and the latter cannot preduce significant results for @
number of years. The outleok for forelgn exchange reserves, therefera, is
that they are not apt to more than recover this year's lass in the nestt three
to five years and will be subject to possible similar drops during the same
period.

Impoct on U.S, Econemy

The proposed loan is likely to have several faverable effects on the U.S.
gconomy.  To beglin with the loan funds will be antirely for precursment
of goods and services from the United States. Second, the Industric. to be
financed will probably import the majority of replacement parts for machi-
nery and u part of their raw materials from the United States. Third, the
additional relatively well=paid employment generated by the new indusiries
created will widen the Nicaraguan consumer market which will almost defi-
nitely increase Importation of U.S. goods. Fourth, the importation of these
U.S. products will probably be in addition to those already belng imparted,

Experlence over the period 1961 to 1965 shows that along with a stertling rise
in GDP there has nsen an accompanyling rise In imports frem the U.S. far
greater than the increase in exports to the U.S. It is reasonable to assume that
this favorable trend for US exports will be continued because of the econemic
growth promoted by the loun to INFONAC,
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Section |V - Financial Analysis

A. Financlal Situation of INFONAC (Supporting tables In Annex V)

Ir June 1966 INFONAC counted its total assets at the equivelent of *US

$17 million, Its copitalization was set at US $9.64 million of which US

$7.14 million was pald-In from 195462, The remalnling $2.5 millien will

be pald-in through equal annual payments of $530,000 from 1967-71

pledged by the GON. According to its finaneial stetement of Juns 30,

1966 INFONAC had $4.06 million In medium and long term obligations eut=
standing to International develepmant Institutions end forelgn banks and $6.1
million in short and medium term obligations to verious Nieeraguan Institutions
and the general public. Of this latter omount $3.1 million wes in the ferm of
savings and time ¢ -~oslts, $1.7 million vvas from the Central Bank in leasns ond
discounts, and $1.3 million was in Bond issues to the general pubiic. Of Its
total assets $8.8 million was in loans, mainly medium and long term dovelon -
ment credlts, $4.8 million was In equity holdings in Industrial and agricultural
cnterprises, opproximately $500,000 wes in cash in banks, $170,000 in fixed
assets of the Institute and approximately $2.7 1n long term accounts receivable.
Presently delinquent industrial loans enly aceount for 3/10 of 1% of the total
industrial loan portfolio and in 1965 only $84,784 was defauited on a total In-
dustrial portfolio of over $5 million. (INFONAC has these borrowers under
litigotion). For accounting purpeses, the Institute is calculating a bad debt
reserve of approximately 1% of Its total portfolio.

Of lIts total equity investiments epproximately half were n egrieultural and
cattle projects. These Investments are largely for demonsiration purpeze and
INFONAC projects maintaining them at approximately the same level ever

the next 10 years. INFONMNAC's presant poalicy is to divest itzalf of its $4.2
milllon in direct indusirial Investments, as they begin to show commercially
acceptable returns. The future policy is to establish a rotating fund tnvest -
ment and sell off proecdure with these Investments. Under thls after reaching
a level of $3 million In 1969, the Instltute will sell cpproximetely $714,000

a year of Its investmant portfolio and reinvest the some amount In new projects.

INFONAC's comparative proflt and less statements for 195465 show a emmau =
lative net proflt of $765,800 in Its stralght bunking eparation (an average

net return of about 4% en pald=in eepital). Howover, the strictly dovelep =
ment operations for thls perled (technleal sorvices, studles, promotienal agile-
vitles, experlmentai projocts, high risk direct Investmant, ote.) show g eumu=
iative loss of $3,016,300. Thus for tha total program INFONAC hed eumulative

*Figures in this CAP are shown in terms of US dollars or US dollar equivalents.
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net operating losses of $2,268,400 for the 195465 perlod. (See Annex |V,
2).

By lew the government Is obligated to pick up the eperating lessss of the Ins-
titute, with funds from the nationa! budget. Through 1962 the GON waes
somewhat slow In dolng this, causing temporary decaoitallzation 1f INFONAC.
By December 1966, ali iosses through Docember, 1964 hed baon relmburead,
Operating losses incurred In 1965 and for the first 6 months of 1966 ere progent =
ly belng reimbursed by the GON. It eppears that this late payment preblem

has been remedied, but it may be useful In negotiations to develep a covenant
insuring against repetition of the problem.

The principal reasons for INFONAC's past leszes were:
1. Failure to recuperate technical services expenditures,

2. A small profit margin on sivlctly benking eperations dus primorily to the
high overhead costs of managing a relatively small loan portfolle.

3. No close correlation Latwaen technleal service oxpendliures and siza of
loan pertfolio.

Financlal Plan

INFONAC is presently making a concerted effort to Improve its financial situa-
tien and hopefully start showing a modest profit. It seeks to do this witheut
altering its fundamental development role as the principal source of leng term
credit and promotion for Nicaraguan Industry. The new focus will Involve:

1. Increasing Interest rates charged on loans from 9% to 10%.

2. Increasing non-banking technlcal services expenditures less slowly than
the projected increase in lending activities and focusing these activitios
on large projects.

3. Charging for technlcal services as far o5 possible. This will take the form
@}f charging cllents some of the cost of technica! assistance heretofore garred free of
charge.

4. Tripling the total Industrial loan portfollo by 1975 with enly a small cer=
responding expansion of administratlon and overhead costs (through mere
efficient utilization of personnel and more large loans).
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5. Obtalining safeguards against decenitalizatlon and esurancos of the
inereased copltal required fer lts future rele In Niearaguan Indusivial
growth,

The following table, cdapted frem the eash flow and indusirial Pregram
Profit and Less Projections fer 1966-75 (Annax V), shows soms of the offoet
of these factors on the past ond future financlal situation of INFONAC.

Income and Expenditures &5 Percentagos of Total Industrial Lean
and Eaulty Perttolle

Curront Projected
(1964 -65) (1966-71)  (1972-75)

1. INCOME 7.18% 9.83% 10,20%
a. Interest & Commission
Receivable 7.15 7.91 8.81
b. Investment Dividends 0.52 1.57 1.19
c. Recuperatien for
Services 0.15 D35 0.20
2. EXPENDITURES 10.40 12.32 9,70
a. Supervision and
Collection 2.05 1.82 1.03
b, Studles, T.A. &
Promotion 4,10 4,87 3.47
e. Bad debt reserve 1.00 1.00 1.00
d. Inferest Payable 3,30 4,637 4,50%
Net profit
or
Loss ( 2.58%) (2.49%) 50%

*Including first AID loar at 25% Interest ond second AID loan at 34% interest,
and INFONAC's own .. __ (capltalization, special GON centribution) with
no opportunity cost caleulated,
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If income ean ba Increased as projected and costs conirolled adequotely, with
the volume of business contemplated, INFONAC might show a net profit of
as much as $90,000 by 1972 and reach profit levels of as much as $200,000
by 1975.

The pivetal pelint of this financlal plan ts an Increased loan and equity port =~
follo. To finance thls Increase INFONAC is projecting drawing on the follow -
ing sources of funds over the next ten years.

INFONAC SOURCES OF FUNDS*

1966 = 1975
(In U.S. millions)

Amount Y

Foraign Leoans (First disbursement) 34.0 28.0
Loans and Diseounting = Lecal sources 3.2 2.6
INFONAC's own funds & rollover 73.3 60.4
Savings and Bond Issues 4,0 3.2
GON speclal ceontribution, income 2.8 2.3
from fisheries tox, Ceniral Bank
dividends, et¢.
Additienal GON Capltalization 43 3.5

Total 121.6 100

*GOM will also cover an estimated $3 million operating costs In the 1966-75
period. For detalls see Annex IV, 4 INFONAC Cash Flow, 1966-75 and
Annex |V, 7 INFONAC Source of Funds 1966-75.

Measures to Improve adminlstratlon, eut costs, and focus on larger projects
have been ireated in other parts of this puper. One of the matters that
warrants some attention Is INFONAC's Capital Structure and AID's role In
Its strengthening.

*During Intensive raview on INFONAC's need for additional cepltalization,
the June 1966 Balance Sheet was carefully considered. 1t shows that INFONAC
had a debt: equity ratio (total liabilities to total equity) of 1.6:1. To implement
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the proposed expanded industrial loan program for the 196771 period it

wou ld have to undertake liabilities which would increase its debt: equity
position to 4,4: 1 (based on present capitalization). If the GON increased
INFONAC's paid-in capital by reinvesting certain benefits on the two step
procedure®ilong with the already scheauled $2.5 million to be invested in
the 1967-71 period, INFONAC could borrow funds necessary to carry out

its programs with a more conseivative debt:equity ratio of 2,5:1. This need
for capitalization is fairly clear. What is hazy is INFONAC's capital needs
ten years hence,

The National Planning Office estimates that the Nicaraguan industrial sector
will re yuire gross new investments of US $673 million for the 196775 period

1., keep up with the rate of indusirial growth of past years. INFONAC plans

to loan and invest approximately $55.9 million or about 9% of the total invest-
ment needed in industrial enterprises over this period. Assuming an equivalent
expansion for the 1975-84 period, another US $1, 100 million in gross new
investment will be needed, If INFONAC were to continue to supply about

10% of the total industrial invesiment necessities of the country it would have

to approxinately double its industrial financing for the 1975-82 period from that
of the 1967-75 period, To meet the increased industrial financing needs of this
period it would have to increase its liabilities by 250% from those of the 1967-
75 period. This would produce a high debt:equity position of about 7 : 1 by 1984,
(if capitalization were not increased)., |f however, the instifute were to be further
capitalized by reinvesting expected net profits for this period of about $3 million
and receiving the benefits to the GON of the two step procedure to INFONAC
as increased capitalization ($1.5 million), the institute could undertake the debt
obligations necessary with a safer debt:equity ratio of 4,1:1,

Based on these capitalizaticr: need projections the commiftee recommends that
the loan agreement contain covenants that, except as AID may otherwise agree;

1. The benefits to the GON of the two step procedure be automatically re=
invested in INFONAC as increased capitalization during the first 10 years
of the loan;

*"Renefits" of the two step refers to the difference between what the GON receives

from the Borrower in principal and interest on the first step of the loon repayment

system and what the GON actually has to pay to AID at that time., This is "benefit"

in the sense that the liability has been deferred and the GON has that much money available
for use. What AID is doing in this loan is pre-programming its use. See Annex IV =12

for a calculation of these benefits in different years,
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Any profits INFONAC may show for 10 years aftar the lean s signed
should be retained by INFONAC (the GON has autherlty to withdraw
up to % of any INFONAC profits.) This will assure INFONAC espliali-
zatlon for the foresseable future.

Some form of commlitmant should alse be obtalnad for beyend the firat

ten years to assure, as necessary, an adequate growth of capltel reseurees.
This would entall defining some rate or leve! of copitalization with en
obligation by the GON to plow back benefits of the two stap precedure
or refrain from withdrawlng profits to the extent necessary to malntain
such rate or level of capltalization.

The project committee Is in general agreement with INFOMNAC's everel!
plan for financial consolidation. It feels that it Is a natural step In
INFONAC's institutional growth. This Is based on the following reasons:

a) An Increase in INFONAC promotion and iending for larger ndustrial
projects will help develop a Nicaraguan industrial sector that can
benefit the economy and people and help the country assure iis place
In the Central American and Latin American Common Market.

b) By concentrating its effarts on larger new projects |INFONAC will
continue to play lts role as @ Nicaraguan bank of lest resort, leav =~
ing the growing local private banking eommun!ty an Increasing
opportunity to finance lower risk established Industries.,

¢) With Nicaraguan and US private Investers Increasingly promoting
business where INFONAC prevlously was almost the only intorested
promotor it is logical for INFONAC to concentrate Its promotion,
research and technical services on a fewer more spacific projecis.

d) The present debt-equity ratio of INFONAC justifies more borrewing
to increase lts Industrial and agricultural lending programs.

e) Its clear that the Nicaroguan Indusirlal sector Is growing end will
probably continue to grow. As long as there are not private instity -~
tions willing and able to assume a long term outleok, INFONAC
should grow along with the Industrial sector It serves and provisien for
this growth through Increased capltallzation should be made.
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Since the implementation of this new approach will be slow, with the
institute continuing to incur losses untll at least 1972 and probably
longer (the projections are probably eptimistic), the project commit -
toe recommends the AID loan be gronted at 33% Interest with a 25
year amortization and o 5 year grace period.

The two step repayment procedure should also bo encouraged along vith
GON agreement to plow aock 1ts baneflis Into IMFONAZ caplialization
along the lines recommendsad in the preceding paragraphs, thereby a3 -
suring the institution a continulng coplial growth In cenfermlty with

lis place In Government of Nicuragua's plans for Indusirial grewth.

Repayment Cepaclty

Projected cash flows, plus general faml!liarity with the Institutien emeng
members of the project Commltiee lecd to the conelusion that INFONAC
can and will meet its repayment obllgations to AID. Furthermere, the
Government of Nicaragua will guarantee the loan and assume to fereign
exchange risk.

implementation Plan

Assuming the agreement could bie signed In August of 1967 the following
schedule of implementation uppears reallstic:

FY 68
Aug. '67 Agreement Sighad
Oct. '67 Conditions Precedent to Disbursemant Mat
Oct. '67 Technicians financed under loan on duty
Nov. '67 Commitments begln and first disbursement
made
June '68 US$ T willion disbursed
FY 69
Dec '68 Loan fully commited
June '69 US $3 million disbursed
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Y70

Dec '69 Total Disbursements of US$5
million completed,

The project committee sees no problem in implementing this loan. INFONAC
fully committed the last $4 million AID loan in 17 months and shouid complete
disbursements in December 31, 1967, some 34 months after CPs were met.
Probably the most difficult thing will be to locate and coniract the technical
assistance to be paid for under the loan. Preliminary contacts, without com-

mitment, are already being made so that INFONAC may proceed to make fimm
plans should the loan be authorized,
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Exhibit 1, Page 1 of T
Juns 1, 1967

In the right-hand margin, sumnsrize for each item the information or conclusion requested, As neces-
sary, reference the section(s) of the Capital Assistance Paper, or other clearly identified and

available document, in which the matter is further
Capitel Assistance Paper,

The following abbreviations are used:

discussed. This form may be made a part of the

FAA - Foreign Assistance Act of 1961, as amended by the Foreign Assistance Act of 1966.

App. - Foreign Assistance and Related Agencies Appropriations Act, 1967.

FAA 6,102, Precautions that have been or
are being taken to assure that loan proceeds
are not diverted to short-tem emergency
purposes (such as budgetary, balance of pay-
ments, or military purposes) or any other
purpose not essential to the country's long-
range economic development.

FAA 8,102, Information on measures taken to
utilize United States Government excess
personal property in lieu of the procurement
of new items.

FAA 8,102, Information whether the country
permits, or fails to take adequate measures
to prevent, the damage or destruction by mob
action of United States property.

FAA §,201(d). Information and conclusion on
Tegality (under laws of country and U. S.)
and reasonableness of lending and relending
terms of the loan.

FAA 8,251(a). Manner in which loan will
promote country's economic development and
contribute to the welfare of its people.

FAA §.251(b)(1). Extent to which country

is adhering to the principles of the Act of
Bogota and Charter of Punta del Este and is
showing a responsiveness to the vital economic
political, and social concerns of its people,
and extent to which country has demonstrated
a clear determination to take effective

self-help measures,

1. Adequate control will be exercised
to assure that loan proceeds are not
diverted to short-term emergency pur-
poses (such as budgetary, balance of
payments, or military purposes) or eny
other prupose not essential to the
country's long-range economic develop-
ent. The loan will be disbursed as
evidence is received that sub~loans
have been made for defined purposes.
2. Provision will be made in the Loan
Agreement to s0 procure U.S. excess
property in lieu of new items whenever
feasible.,

3. The GON has not permitted, and has

not failed to take adequate measures to
prevent dsmage to or distruction to

U.S. property within Nicaragua.

L. Loan funds are to be losned at rates

of interest which are not unressonsble

or i1llegal for the Borrower and are

within the limits established by

this Section.

5. This loan-financed project will pro-
mote the country's economic development

and contribute to the welfare of its people
by assisting in the strengthening of a
development institution which is effectively
stimulating new and expanded private
enterprises which will increase employment
and help ralse the average level of living
»in Nicaragua.

6. The GON ie adhering to the principles

of the Act of Bogota and Charter of Puntsa
del Este and 1s showing a responsiveness

to the vital economic, political and socisl
concerns of its people. It has demonstrated
a clear determination to take effective
self-help measures; i.e., in national
planning, tax administrations reform,
agrorlon reform and soclal security
Programs .
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10.

11,

12,

13.

15.

FAA 8.251(b)(2). Information and conclusion

on activity's econcmic and technical soundness.

FAA 8,251(b)(3). Information and conclusion
on activity's relationship to and consistency
with other development activities, and its
contribution to realizable long-range
objectives.

FAA §.251(b)(4). Information and conclusion
on possible eftects on U. S. economy, with
special reference to areas of substantial
labor surplus.

FAA B8.251(b)(5). Information and conclusion
1 the degree to which the country is making
progress toward respect for the rule of law,
freedom of expression and of the press, and
recognition of the importance of individual
freedom, initiative, and private enterprise.

FAA §.251(b)(6). Information and conclusion
on the degree to which the country is taking
steps to improve its climate for private
inves tment.

FAA §.251(b) (7). Information and conclusion
on whether or not the activity to be financed
will contribute to the achievement of self-
sustaining growth,

FAA §,251(b)(8). Information and conclusion
on the extent to which the activity will
contribute to the economic and political
integration of Latin America.

FAA §.251(b). Information and conclusion

on availability of financing from other free-
world sources, including private cources
within the United States.

FAA §.251(b). Information and conclusion
on capacity of the country to repay the loan.

JUNCLASSTFIED

ANNEX I, Page 2 of 11

EXHIBIT 1, Page 2 of T
T. This activity has been found
economically and technically sound.
(See Sections TTT and IV)

8. This activity has a besic signif-
icance for the development activities
of the GON, and will play an essential
part in the realization of long-

range objectives. (See Section ITT)

9. Thie activity wlll have certain
beneficial direct effects on the U.S.
economy, and no significant competition
with U.S. enterprise will result
directly from it. (See Section ITI,F)
10. Nicaragua 1s evidencing progress
toward achieving these goeals.

11. Nicaragua has taken numerous

steps to improve 1ts climate for

privete investment as evidenced by its
participation in the A.I.D. investment
guaranty program. The genersl government-
private enterprise sector relationship

is favorable.

12. Through assisting in the develop-
ment, expansion and modernization of
private enterprises the activity to
be financed will contribute to the
achlevement of self-sustaining growth.

13. Many of the sub-borrowers will
elther buy raw materials or sell its
final products to other countries ..
the CACM.

1k, TPinancing for this activity is not
available from other Free-World
scurces, including private sourceg
within the United States, on reasible
terms.,

15. The terms (whether or not the
two-step option is elected by the GON)
are such ‘that the Borrower of the GON
can meet their obligetions. (See
Section TV)

UNCLASSIFIED



17,

18.

19,

20,

21.

22.

23.

FAA §.251(b). Information and conclusion on
country's efforts to repatriate capital
invested in other countries by its own
citizens.

FAA §.251(b). Information and conclusion on
Teasonable prospects of repayment.

FAA 8.251(e). Information and conclusion on
availability of an applicacion together with
sufficient information and assurances to
indicate reasonably that funds will be used
in an economically and techaically sound
manner.

FAA §.251(g). Information and conclusion
on usé of loan to assist in promoting the
cooperative movement in Latin America.

FAA 5,2510(h). Information and conclusion
r1 Whether the activity is consistent with
the findings and recommendations of the
Inter-American Committee for the Alliance
for Progress in its review of national
development activities.

FAA §.252gag. Total amount of money under
foanm which 15 going directly to private
enterprise, is going to intermediate credit
institutions or cther borrowers for use by
private enterprise, is being used to finance
imports from private sources, or is other-
wise being used to finance procurements from
private sources.

FAA §.281. Exten* to which the loan will
contribute to the objective of assuring
maximum participation in the task of economic
development on the part of the people of the
developing countries, through the encc.orage-
ment of democratic private and local govern-
mental institutions.

FAA 8,601(a). In‘ormation and conclusions
wncther loan will encourage efforts of the
country to: (a) increasc the flow of intcr-
national trade; () foster private initiative
and competition; .c) cncourage development
and usc of cooperatives, credit unions, and
savings and loan associations; (d) discourage
monopolistic practices; (c¢) improve teciinical
efficiency of industry, agriculture, and com-
merce; and (f) strengtaen free labor unions.

UNCLASSIFIED
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16. The QON is making reasonable
efforts to encourage repatristion of
capital invested in other cowmtries
by its own citizens. (See Sec. TII)

17. There are reasonable prospects
that the loan will be repaid(See Sec.
v, ).

18. An application has been recelved
for this loan, which when combined

with additional data obtained, gives
sufficient informgtion and assurances

to indicate reasonably that the funds
will be used in an economically and
technicelly sound manner (See Sec.I,B).
19, Some of the sub-borrowers of these
funds might be cooperative, particularly
in the agricultural processing fleld,
but the type of industry to be filnanced
will not generally lend itself to co-
operative movement will not be hurt by
this project.

20. This activity is consistent with
the findings and recommendations of the
Inter-American Committee for the Alliance
Tor Progress in its review of neational
development activities,

21, Thie loan is being made directly to
a private intermediate credit institu-
tion for sub-loans entirely to the
private sector which will import U.S.
goods from U.S. private exporters.

22. The nature of this activity will
assure maximum participation on the

part of the people in the economic
development of Wicarsgua.

23. This project should encourage
efforts of the GON to increase the flow
of internatlonal trade, foster private
initistive and competition, and improve
the technical efficiency of agriculbure,
induetry and cormerce.
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24,

25,

26.

27.

28.

29.

30.

31.

32.

FAA §.601(L). Information and conclusion on
how the loan will encourage U. 5. private
trade and investment abroad and how it will
encourage private U. S, participation in
foreign assistance programs (including use of
private trade channels and the services of

U. S. private enterprise).

FAA §.601(d). Conclusion and supporting
. Information on compliance with the Congres-

sional policy that engincering and profes-
sional services of U. S. firms and their
affiliates are to be used in connection with
capital projects to the maximum extent con-
sistent with the national interest.

FAA §.0602. Information and conclusions
wnether loan will permit Amcrican small
business to participate equitably in the
furnishing of goods and services financed by
it.

FAA §.604(a); App.5.108. Compliance with
restriction of commedity procurement to

U. S. except as otherwise determined by the
President and subject to statutory reporting
requirements.

FAA §.604(b). Compliance with bulk commodity
procurement restriction to prices no higher
than the market price prevailing in the U. S.
at time of purchase.

FAA §.004(d). Compliance witn requirement
that marinc insurance be purchased on com-
modities if the host country discriminates,
and that such insurance be placed in the
u. s.

FAA §.6U4§e). Compliance witn requirement
that Funds not be used for procurement of
any agricultural commodity or product thereof
outside the United States when the domestic

price of such cormodity is less than parity.

FAA §.611(a)(1). Information and conclusion
on availability of engineering, financial,
and other plans necessary to carry out the
assistance and of a reasonably firm estimate
of the cost of the assistance to the United
States.

FAA 8.611(a)(2). Necessary legislative action
required within recipient country and basis
for reasonable articipation such action will
be completed in time to permit orderly
accomplishment of purposes of loan.

UNCLASSIFIED
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2k, Private sector participation in
this project will be substantisl as all

of the loan funds will be used for sub-
Lloans to finance procurement of goods
and services in the United States.

Many of the sub-borrowers represent
U.S. interests.

25. Technical assistsnce contracted
by the Borrower will be from U.S.
individuals and firms.

26, A.I.D.'s regulations regarding
small business notification for com-
modities procured will be followed.

2T7. Equipment, materilals, and services
(except marine insursnce) financed
under the loan shall have their

origin in and be procured from the
United States.

28, Any commodities financed by the
loan and purchased in bulk will be
purchased at prices no higher than pre-
veiling U.S. market prices.

29. If the host country discriminstes
against any U.S. marine insurance com-
pany, any commoditiee purchased with
loan funds shall be insured agalinst
marine risk with a U.S. company.

30. Will be complied with.

31l. Necessary financial and other plans
have been completed, and a reasonably
firm estimate of the cost to the

United States of the activity to be
financed has heen obtained.

32. Wo legislative action is required
of the (ON.
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33.

34.

35.

36,

37.

38.

39.

4G,

&NCLASSTF‘ED
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FAA §.611(b); App.6.101., If water or water- 33, Not applicable.
related land resource construction project or
program, information and conclusion on

benefit-cost computation,

FAA §.611(c). Compliance with requirement 3k, Not gpplicable.
that contracts for construction be let on
competitive basis to maximum extent practiceble,

FAA §.612(L) and 630(h . Appropriate steps
that have been taken to assure that, to the 35. The Borrower is contributing all

maximum extent possible, the country is con- the local currency needed to meet the
tributing local currencies to meet the cost local coste of the project. The

of contractual and other services and foreign .
currencies owned by the U. S. are utilized to United States owns no locel currency

meet the cost of contractual and other servicesthat could be used for this project.

FAA 8,019, Compliance with requirement that 36, Not gpplicable.
assistance to newly independent countries be '
furnished through multilateral organizations

or plans to maximum extent appropriate.

FAA §.620(a); App.8.107(a) and (b).

Compiiance with proliibitions against assis- 37. No assistance will be furnished
tance to Cuba and any country (a) which under this loan to the present
furnishes assistance to Cuba or failed to Government of Cuba, nor does the GON

take appropriate steps by February 14, 1964, furnish assistance to the present

to prevent ships or aircraft under its
registry from carrying equipment, materials, Government of Cuba. The GON has taken

or supplies from .r to Cuba; or (b) which appropriate steps to prevent ships or
sells, furnishes, or permits any ships under gircrafts under its registry from engaging
its registry from carrying items of primary in snv Cuba trade

strategic significance, or items of economic J ) ‘

assistance to Cuba.

FAA §.620(b). If assistance to the government 38, The GON is not controlled by the

of a country, existence of determination it + 4 .
is not controlled by the international International Communist movement.

Communist movement.

FAA §.620£C)- If iSSiStaIEC? (tiobfthgngoveznmm 39. No such loan exists to the best
of a country, existence of indebtedness to a ) .

U, 8. citizen for goods or services furnished knowlzdge of ‘the USG.

or ordered where such citizen has exhausted

available legal remedies or where the debt is

not denied or contested by such government or

the indebtedness arises under an unconditional

guaranty given by such government.

FAA §.620(d). If assistance for any productivebro- Not applicable.
enterprise which will compete in the U. S.

with U. S. enterprise, existence of agreement

by the recipient country to prevent export to

the U. S. of more than 20% of the enterprise’s

annual production during the life of the loan.
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41.

42.

43,

44.

45.

46.

47.

48.

49,

FAA §.620(e)(1). If assistance to the
government of a country, extent to which it
(including govermment agencies or subdivisions)
has, after January 1, 1962, taken steps to
repudiate or nullify contracts or taken any
action which has tie effect of nationalizing,
expropriating, or otherwisc seizing ownership
or control of property of U. 5. citizens or
entities beneficially owned ' thiem without
taking appropriate steps to flischarge its
ocbligations.

FAA 8.620{f); App.8.10y,
prohibitions again:t ass
Communist country.

Ampllance witn
tance to any

Jv witn prohibition
e to compensate
¢ or nationalized

FAA §,620(g). Corpiys
1

against use of assis
owners for expropria
property.

FAA §.620(1:). Co— .iance wita regulations
and procedures ade ted 1o Insure against use
of assistance 1in 5er which, contrary

to the best inte :3ts of the U. 5., promotes
or assists tne ' ,roigr aid projects or activ-
ities of the Cr namist-vloc countiries.

FAA §.620(i). Lxistence of determination
that the country i3 enpaging in or preparing
for aggressive military efforts.

FAA 8.620(i). Information on representation
of the country at any international conference
when that representation includes the planning
of activities involving insurrection or sub-
version against the U. S. or countries receiv-
ing U. 5. assistance.

FAA 8.620(k). If construction of productive
enterprise where aggregate value of assistance
to be furnished by U. S. will exceed $100
million, identification of statutory authority.

FAA §.620(1). Concideration which has been
given to denying assistance to the go ernment
of a country which after December 31, 1964, has
failed to institute the investment guaranty
program for the specific risks of inconvert-
ibility and =xpropriation or confiscation.

FAA §.620(n); App.107(b) and 116, Compliance
with proliibition ayainst assistance to countries
which traffic or permit trafficking with North
Viet-Nan,

)
UNCLASSTFIED |
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41. The GON has taken no such known
action.
Lo, Assistence provided under this

loan will not be furnished by eny Come
munist country.

43, Assistance provided by this
loan will not be used to compensete
for expropristed or nationalized
property.

L., This Section will be complied with.

45, The President has not determined
that the GON is engaging in or
preparing for aggresslve militery efforts.
L6, There is no informstion to the
effect that Niceragus has been
represented at any internstionsl con-
ference when that representation
included planning of sctivities in-
wolving insurrection or subversion
against the United Ststes or countries
recelving U.8. assistance.

L7, Not applicable.

L8, The Investment Guaranty Program
has been in effect in Nicaregus since
1958,

49. Avallable information revesls no
case of trafficking with North
Vitenam.
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50.

51.

52,

53.

54.

55.

56,

57.

58.

59.

00.

UNCLASSTFIED
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FA\ §,620(0). If country has seized, or 0. agua .

imposed any penalty or sanction against, any 21 e Nicar £ ib&& not teken the
U. S. fishing vessel on account of its fish- asure mentioned.

ing activities in international waters,

information on the considcration which has

been given to excluding the country from

assistance.

FAA 8,620{q). Existence of default under

any Torcign Assistancc Act loan to the 5L. Nicarsgua is not in defeult under
country, any Foreign Assistance Act loan.

FAA §,621. Information and conclusion on

fiow the loan in providing technical assistance 52, U.S. technical assistance will
will utilize E_o the fullezt extent practicable be contracted from U.S. private
goods and professional and othier services from 4{ngivyi

private enterprise on a contract basis. If individuals and firms.

the facilities of other Federal agencies will

be utilized, information and conclusion on

whether they are particularly suitablc, are

not competitive with private enterprise, and

can be made available without undue inter-

ference with domestic programs.

.6.102. Compliance with requirement that 53, Obligations of funds in excess of
payments in excess of $25,000 for architec- 325 000 for architectural and engineer-

tural and engineering services on any one . .
project be reported to Congress. ing services on this project will be
reported to Congress.

.8.104. Compliance with bar against funds
fo pay pensions, etc., for military personnel. 54, TFunds obligeted by the loan and

App.8.106. If country attempts to create local currency generated thereby will
Tistinctions because of their race or religion not be used to pay pensions, ennuities,
among Americans in granting personal or com- etc., as prohibited. in this Section.
mercial access or other rigits otherwise

available to U. 5. citizens generally, appli- N .
cation which will be made in negotiations of 25. No case is known of attempts to

contrary principles as expressed by Congress. cregte distinctions in the granting of
rights to American citizens.

App.8.111. Compliance with existing require- 5@ : 2o .
ments for security clecarance of personnel. 6. This requirement will be enforced.

App.§.112. Compliance with requirement for
approval of contractors and contract temms 57. This requirement will be enforced.
for capital projects.

ézgp.§.114. Compliance with bar against use
of funds to pay assessments, etc., of U. N. 58. Toan funds will not be used to
member. make any payment to the UN.

App.8.115. Compliance with regulations on
employment of U. S. and local personnel for 59. This Section will be enforced.

funds obligated after April 30, 1904
(Regulation 7).

é@g.§.401. Compliance with bar against usc 60. Toecsl funds will not be used for

of Funds for publicity or propaganda purposes -
within U. 5. not herctofore authorized by publicity or propagands purposec within
Congress. the United Stnotes.,
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DRAFT CAPITAL ASSISTANCE LOAN AUTHORIZATION

Provided from Alliance for Progress Funds

Pursuant to the authority vested in the Deputy US Coordinator,
Alliance for Progress, by the Foreign Assistance Act of 1961, as
amended, and the delegations of authority thereunder, I heveby
authorize the establishment of a Loan pursuant te Part 1, Chapter 2,
Title VI, Alliance for Progress to Instituto de Fomento Naeional
(INFONAC), (Borrower) of not more than five million United States
dollars ($5,000,000) to assist INFONAC in making loans and
equity investments for the establishment and expansion of
Nicaraguan industries.

With prior AID approval up te two hundred thousand dellars
of the proceeds of this loan may be used to finance technlcal as-
sistance anc participsnt training contracted by the borrewer. This
loan shall be subject to the following terms and conditfems:

1. Interest and Terms ¢f Repayient

(a) The Borrower shall pay interest cn this loan at three
and one half percent (3-1/2%) per annum on the disbursed
balance of the loan. The loan shall be repaid within
twenty=-five (25) years by the Borvower including a grace
period of not to exceed five (5) yeers.

(b) The Govermment ghall guaranty fulfillment of Borrower
obligation to pay interest and repay prineipal.

(c) The Borrower shall fulfill its dollar obligations under
the loan by paying to the Govermment in the currency of
Nicaragua the equivalent, at the times called for in the
loan agreement, of the United States dollar amounts pay-
able urder (a) above, determined at the rates of exchange
prevailing on the dates of dlsbursement, and the

Government shall be the primary obligor and shall pay to
A.I.D.:

UNCLASSTIFIFD
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(1) Interest in United States dollars on the disbursed
balance of the loan at the rate of ene percent (1%)
per annum during a grace period of not to exceed
ten (10) years ("'Government Grace Pegiod") and
two and one-half percent (2-1/2%) per annum there-
after;

(11) The principal in United States dollavs within forty
(40) years, including the Government Grace Period.

2, Other Terms and Conditionsg

In addition to standard conditions, the project committee recom-
mends that the following be incorporated into the Loan Authorizatiom;

(a) Unless AID should otherwlse agree, sny payment )
made by the Borrower to the Government under the terms
of this Loan and the two step procedure which is in excess
of the GON's payment obligation to AID under this Lean
during the first 10 years will be returned to INFONAC as
increased capitalization.

At the end of that time, 1f INFONAC can dewmonstrate need
for further capitalization gatisfactory to AID, the GON
will continue to reinvest the two step benefits {n INFONAC.

(b) Conditions precendent to first disbursement:

Pvidence of a sultable contract or firm plens to contract,
mutually agreed upon experts to provide needed advice and
assistance in improvement of INFONAC etaffing, organization,

management, project selection project analysis and project
moriitoring.

(¢) Conditions precedent to disbursements other than for tech-
nical services:

(1) Presentation of satisfactory criteria for approval
of industrial credit to avoid financing thosé industries
which require tariff protection.

(2) Presentatlion of acceptable plans for the {mprovad
staffing of the industrial section of INFONAC, includ-

ing arrangements for the participant training of staff
required in the future.

UNCLASSIFIED
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(3) Presentation of satisfactory assurances from GON that
past INFONAC losses and any other incurred during the
life of this loan will be budgeted and reimbursed {n
the GON budget for the immediately following year.

(4) Presentation of satisfactory assurances from the GON
that steps have been taken or will be taken within
a year from signing of this agreement to assure that
any profits realized by INFONAC for 20 years from the
effective date of this agreement will not revert to
the GON, except as ALD may otherwise agree.

(d) Major Covenants:

(1) Earnings on interest spread between the amount charged
under AID interest and that charged on sub-loans
should remain in the industrial program of INFONAC.

(2) Except as AID may otherwise agree, at least aseventy-
five percent of the disbursements under thias loan
should be applied to projects within the scope of
INFONAC's three year industrial development plan.

(3) AID funds will not be used for working capital in-
vestment or loans except where such uae can add
significantly to production, jobs created, or total
production of the enterprise, and where such financing
is matched by increased equity of the owners, The
total amount of such financing from loan funds shall
not exceed $1 million,

(4) Projects in which the total smount of INFGHAC part-
icipation with AID funds exceeds US$200,000, or in
which INFONAC's equity participation would .xceed
50% of the enterprise's total equity, shall be
submitted for AID review and no commitment shall be
made until A.T.D. has adviged that 1t has no objec~
tion to commitment of A.I.D. loan funds o this
project,

(5) For professional services to the borrvower to be
financed under this loan AID shall have approval
rights on the contracts entered into for these serv~
ices as well as the contractors to provide the serv-
ices and no commitment shall be made until AID has
approved the contract and contractor,

UNCLASSIFIED
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(6) Except as AID may otherwise agree sub-loana shall not
bear interest in excess of 10% and terms may be not
less than three years.

(7) Disbursements under the loan ghall be for the procure-
ment of goods and services from the United States of
Amezica in accordance with AID regulations and policies.

(e) This loan shall be subject to such other terms as A.I.D.
may deem advisable.

Administratar

Date



June 1, 1967

UNCLASSTFIED
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Projects which INFONAC has carried out, within its
Three Years Industrial Development Plan (1965-1967):
Total Investment
Thousands of

Name of Enterprise Type of Activity Cordobas *
Centroamericana de Calazdo S.A. Shoes ¢ 2,043
Electroquimica Pennsalt S.A, Chtorine, Caustic
Sodo 26,740
Hercules de Centroamérica S.A. Insecticide 20,443
PROMISA Ready made wood
products for
construction 2,200
Atlantic Coast Chemical Co. Naval Store 13,300
Plasticos MABER Plastic Goods 863
CICA Plastic Goods 950
Atlas de Centroamérica Chemicals 3,500
Industrias Naciona!l de Clavos y
Alambres S.A. Wires, Nalls 8,367
Acumuladores C.A. S.A, Batteries 850
Bolfgrafos de C.A. S.A. Ballpoint Pens 1,620
Consorcio C.A, S.A, Construction 1,500
INFISA Financing 2,500
INQUISA Holding Co. 17,000
SACOS C.A. S.A. Kenaf Bags 11,081
Textiles C.A., S.A. Textiles 11,646
¢ 124,403

Total US$ 17,800, 428

*U.S.51= g7
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INDUSTRIAL PROJECTS UNMDER CONSIDERATION BY INFONAC

The sustained development of Nicaragua's indusirial sector will depend primarily
on the ability of national and foreign Investors, to Identify feasible new projects.
INFONAC, using its technlcal personnel and the access it has to consulting flrms
of known prastige, continuaes to develep feasibility studies on its ewn account and
to finance pri vate firms wishing to do se.

The following list comprises those projects for which feasibility studios aro being
made or considered.,

1. PROJECTS IN ADVANCE STUDY OR IN PROMOTION

Canned Frults and Juices

Machinery Repair Shop

Balonced feeds for cattle (expansion)
Nylon and Polyesters

Amenium Chloride

Hidrogen Peroxide

B.H.C. Insecticide

Refrigerators

2, LIST OF FEASIBILITY STUDIES PRESENTLY BEING PROCESSED

Candy

Edible by-products from slaughterhouse operation
Gelatine and adhesives

Coniferous wood pulp and paper

Wood carbonization and distillation

Chlorine: Other potential uses

Hydrochloric acid: Other potential uses

Brass casting and transformation (faucet and cocks)
Steel rolling mill and iron foundry

Stamping and forge shop for small and medium parts
Air conditioning appliances

Metallic staples

Modernization of saw=mills

UNCLASSIFIED



UNCLASSIFIED
Annex Il , Page 6 of 12
Exhibit k4, Page 2 of 3

Ceromic mosaics

Viscose Rayon and Cellophane
Tropical Fruit extracts

Tin containers

3. TENTATIVE LIST OF FUTURE FEASIBILITY STUDIES FOR WHICH PRELIMINARY
INFORMATION IS BEING GATHERED

Amonia and urea

Plant for tonnin extraction

Pharmaceutical products (aspirin production and fermentation of antibiotics)
Sulphuric acid

Simple phosphate, super=phosphate and diamonium phosphate
Sodium silicate

Urea~formadehyde resins

Yeast preduction

Agricultural trailers

Hand~tools for agriculture

Construction hareware

Assembling of motorized vehicles

Aluminum utensils

Electrical Accesories (fuse boxes)

Enomeled products

Paper=board containers

Rough calculations of the amount and source of investment required for several
of these enterprises have been made and cre presented in the following table:

UNCLASSIFIED
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INFONAC'S SUB-LOANS WITH BIDL LOAN No, 119-0C-NI

Sub=Borrower

Prod de Concreto
(PROCON)

Plywood de Nicaragua
Cerémica Chiltepe
Lyonel S. Aguilar
Litog. Robelo

Aceros Nacionales
Mercadeo Industrial
Pedrera Nic.

Vanity Fair de C.A.
Armando Navas Ferrari

Gurdian S.A. de Impre-
siones

Las 3-F, S.A.

SOVIPE

Maderera del Norte

Comp. de Cabotaje
y Estibadores de Nic.
(COMCABESNIC)

A. Gadala Maria
C{a Ltda., Sucrs.

El Porvenir

Purpose of Loan

Machinery pre-stvessed
concrete

Plant expansion
Machinery

Machinery for tannery
Machinery for Litho
Steel bars production
Adhesive

Machinery
Confectionary machinery
Machinery for tannery

Litho mach. & bldg.

Mach. for passementerie

Mach.-earthmoving &nd
construction

Trucks and tractors for
lumbering

Equipment and warehouses

Textile machinery

Textile machinery

UNCLASSIFIED

UNCLASSIFIED
ANNEX 1T - Page 8
« Exhibit 5, Page 1 of 2

of 12

Disbursements as
of Nov 1966 (US$)

71,428,57

33,816.04
2,128.35
52,809.88
68,775,82
54,447 .81
15,000, G0
71,428.57
40,000, 00
7,956.25

11,823.05

6,261,92

44 ,768.75

50,000, 00

164,481, 05

200,000, 00

200,000, 00
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Disbursements as

Sub-Borrower Purpose of Loan of Nev 1966 (us$)

Cisne y Leyton (CISLEY) Sawmill 17,142.86

Arq. Ing. S.A. (AXISA) Earthmoving equipment 30,000.00

and concrete miner

PROLACSA Milk powder plant 1,000,000,00

Cia Nac. de Prod. Concrete oven 500,000,00

de cemento

Cercholata Litogra~- Crown cork 197,285.71

fiada, S.A,

Plywood de Nic. Plant expansion, No. 2 104,478,75
Sub-total $ 1,801,764.48
Equiv. € 12,612,351.00

Total Commitments as of Nov. 1966 USS$ 2,944,033

Disbursement as of Nov. 1966 Us$ 1,801,764



Date:
23/7/62

26/9/62
4/5/63

30/4/63
1/8/63
20/12/63
3/2/64
6/7 /64
30//5/64

29/5/64

7/% /54

21/5/65
22/10/64
23/10/65
23/10/65
23/5/65

27 /9/65

UNCLASSIFIED
ANNMNEX I , Page 10 of 12

Exhibit 6,

CABEI NICARAGUAN INDUSTRIAL LOAN PORTFOLIO
(in US §)

Loan granted to: Amount:

Van Heusen de C.A, 57.142.86
Metasa 937.204.00
Leopoldo Riestra 2.700,00
Gonzalo Cérdoba 40,000.00
Galletas Cristal 160,000.00
Daboud Leal & CTa, 89.748.57
Nic. Long Leaf Pine L. 500.000.00
INGABO 100,000,00
HASA 75,000,00
A. Roman & Assoc. 3,500.00
Rboud Leal & Cfa. 14,285.00
INCESA 225.000.00
Sacos Centroamericanos 900.000.00
Elect. Pennsalt 1.600,000.00
Hercules de C.A. 1.100.000.00
Ind. Quim., Atlas de C.A. 100.000.00
inv. Hoteleras 540.000.00

UNCLAS!FIED

Page 1 of 2

Purpose:

Shirt factory
Metal tube mfg,

Pre=Invest.(pharma-
ceutical products)

Vulcanized rubber plent
Biscuit mfg.

Plastic goods
Turpentine, r@si‘n
Sanitary napkins
Agricultural implem,

Pre-invest. Chocolate
factory(feasib, study)

Loan increase (plastic
goods)

Toilets mfg.
Kenaf bags mfg.
Chemical plant
Insecticides mfg.
Emulsifiers mfg,

Hotel const,



CABEI Nicaraguan Industrial Loan Portfolio (continuetion)

Date:

16/12/66

16/10/66

11/2/67

5/12/66

4/2/67

14/2/67

14/2/67

(inUS §

Loan granted to: Amount:
W. Buhler 3,000,060
Ind. Vulcano 122,000.00
GRACSA 1.200.000.00
FABRITEX 4,100.000,00
Aceitera Corona 1.300.000.00
Alej. Pereira V, 8.000.00
Mario Lovo 9.320,00
TOTAL.coos 13.186.900.43

UNCLASSIFIED

UNCLASSIFIED
ANNEX |, Pege 11 of 12
Exhibit 6, . Paege 2 of 2

Purpase

Pre=Invest, Fsasi-
bility Study for @

passementary plant

washing machina
& stoves mfg.

edible oil extract=

ing plant
Textile mill

Edible oil exiract=
ing plant

Feasibility study to !

install refrigerating .

planis for
vegetables,

Feasibility study
for a plant to
mfg."emeting &
cefalina",



8.
9«9

A.l.D. and Predecessor Agencies

UNCLASSIFIED
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Exhibilt

TECHNICAL ASSISTANCE GIVEN TO INFONAC:

Participant's Name

Juan Rambén Castillo
Ricardo Martinez
José Montalvén
Aquiles Gonz6lez
Daniel Gutiérrez
Elmer Jackson
Alfredo Sacasa
Enrique DeBayle
Gustavo Guerrero

10, Luis Tercero

11. Arie!l Solérzario M.
12, Humberto Torres M.
13. Edgar Saenz

14, Miguel A. Vanegas
15, Ricardo Martfnez
16, José Marfa Molina
17. Jaime Sotelo

18. Francisco Salazar
19. Julio Cérdenas

20, Fco. Javier Ortiz
21. Gustavo Sénchez
22. Adolfo Cuadra

23, Enrique Dreyfus
24, Rodolfo Jerez

25, Silvio Arguello C.
26, Mauricio Robelo h,
27. Jorge Arguello B.

28. Leonel Blandén (R.1.P.)

29. Jaime Tefel
30, Pedro A, Romero

31.

Luis A, Bravo

32. Benjamin Gutiérrez

* Puerto Rico

Training Purpose

Bus. Administration
Bus. Administration
Beekeeping
Agronomy
Agronomy
African Palm
Small Industry
Economics
Small Industry
Animal Husbandry
Industrial Marketing
Management
Chemical Engineering
Bus. Administration
Operation Market Prog.
Operation Market Prog.
Operation Market Prog.
Operation Market Prog.
Chemical Engineering

Electro-Mechanical Engr.

Bus. Administration
Bus. Administration
Small Industry Study
Small Industry Study
Small Industry Study
Small Industry Study
Small Industry Study
Small Industry Study
Bus. Administration
Irrigation

Agric. Economics
Economics

TOIO'QQOOB&GOOG
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Officers & Employees Participant Training

Year Duration

7, Fage 1 of 1

Place of Training

62

62-64

58
58
58
55
61
61
62
58
62
63
66
66
65
65
66
66
66
66
66
64
62
62
62
62
62
62
64
65
64
64

24 months
36 months
3 months
3 months
3 months
12 months
2 weeks
12 months
3 weeks
15 days
5 months
2 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
9 months
2 weeks
2 weeks
2 weeks
2 weeks
2 weeks
2 weeks
12 months
24 months
24 months
12 months

Mexico
Mexico

Costa Rica
Costa Rica
Costa Rica

U.S A,

Mexico & P.R, *
U.S.A.,

U.S.A.

Costa Rica
Mexico

U.S.A,

Mexico

U.SA.

Central America
Central America
Central America
Central America
Mexico

Mexico

Mexico

Mexico & U.S.A.
P.R. & Mexico
P.R. & Mexico
P.R. & Mexico
P.R. & Mexico
P.R. & Mexico
P.R, & Mexico
U.S.A,

U.S.A,

U.S.A.

U.S.A,

293,75 months
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NICARAGUAN BANKING SYSTEM June 1, 1967

The banking system of Nicaragua is primarily geared to short term commercial
lending operations and more specifically to agricultural lending. Over 60%
of all lending from the principal sources of credit in 1966 was for short term
loans, and agricultural lending accounted for US$74.1 million or 51% of total
loan portfolios, The industrial portion only accounted for US$46 million or
31%.

The industrial loan portfolios of the principal sources of credit in 1966 were
as follows:

Dollars (000's) Total
Short  Medium Long
INFONAC 0.7 0.4 6.7 7.8
CNI 2,9 1.8 - 4.7
BNN 2.1 10.9 - 20.0
Commercial Banks 10.5 3.0 - 13.5
Total 6.0

A short description of the different credit institutions follows:

Banco Nacional de Nicaragua

The Government-owned Banco Nacional de Nicaragua (BNN) is the largest

source of commercial credit, lts commercial lending operations equalled

about 57% of all such activities in Nicaragua in 1966, Of its total loan

portfolio in 1966 62% was in agriculture and 24% in industry. Of the

industrial loans the greater part were commercial loans to prime customess,

Except in the field of small enterprises, the BNN does not pursue industrial
development activities but rather leaves this to INFOINAC, Once experimentation
is completed and an industrial project has shown its profitability the BNIN will
make available commercial credits,

The BNN!'s total loan portfolio in 1966 of US$82,7 million was distributed as

follnws:

UNCLASSIFIED
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Dollars (millions)
Short Term Medium and Long *
Commercial 4.7
Agricuitural 25,6 Agricultural 25,4
Industrial 9.1 Industrial 10.9
Small Business 2.9 Others 3.9

*No specific breakdown available, but almost all medium term - 3 to 5 years,
Commercial Banks

The Commercial Banks are the next biggest source of commercial credit
in Nicaragua but are primarily geared to short term lending operations
to prime customers at interest rates of 8% + 1% commission, However, as
loans are often discounted in advance and renewed every three to six
months (and occasionally monthly) the true rate can be as high as 14%
and in exception cases 20%.

The five private commercial banks (a sixth, the First National City Bank
is being organized), had total loan pat folios in 1966 of US$43 million of
which US$36 million or 83% was invested in short term loans (up to 18 mos.)

distributed as follows:
Millions of Dollars

Commercial 12.8
Agricultural 8.4
Livestock 4.3
* {ndustrial 10.5

* The industrial loans were mainly for working capital financing.

Medium term loans (18 mos. to 5 years) accounted for US$7 million orlé% of
total portfolio. This type of lending was mainly for small machinery and tool financing
for industry, 43%, and for fam improvement, 39.5%. No longer term lending was

granted,

CNi

The Nicaraguan Investment Corporation (CNI) is a private financiera, formed

in 1963 with the help of INFONAC and AID. It has received two AID loans
totaling US$8 million, has a paid-in capitalization of U$$2 million and has
lines of credit from different U,S. and other foreign banks of over US$ 6 million,

Of its total loan portfolio in 1966 US$4.7 million or 56% was in industrial lending
of which 40% was for medium term financing,
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Other Credit Institutions

There are other private credit institutions in Nicaragua such as INFISA

and INDESA which make industrial loans but actually their operations

are limited, INFISA which received financing from both CNI and INFONAC
out of AID loan fur.ds,’has some lending activities with small entreprensurs
but only had about $140,000 out of its total loan portfolio of $814,000

in 1966 invested in such small industries,

INDESA is a credit institution just started which is primarily edoncentrating
on consumer financing,

The National Housing Bank (BVN) is just starting a free savings and leon system
with three private companies for housing mortgage financing,

The five private and public insurance companies in Nicaragua mainly invest in
loans to policy holders (47.6% of their portfolio in 1965 at 104% interest + 1%
commission) and medium temm real estate mortgage loans (52,4% in 1965).

Central Bank

In 1965 the Central Bank floated a bond issue of US$10,7 million at 6% interest.
The issue was almost immediately bought up by the commercial banks to eveid
competition with their savings depositors, The money from this bond issue was
primarily channeled to agricultural and industrial development threugh the BNN
and INFONAC,

The Central Bank also does some discounting for the BNN and INFONAC but this
is mainly to help the liquidity position of these institutions.

External Credit Institutions

The BNN and the commercial banks in Nicaragua recelve lines of eredit mainly

for agricultural operation from different U.S. and other foreign banks. For indusirial
credit the main external direct sources are CABE| and EX-IM Bank. Their lending

is specifically directed to individual industrial projects.

Presently INFONAC is requesting a US$7 to US$8 million loan from EX<=IM for @
polyethelene industry.

CABE| has invested more than US$7 million In Nicarague since 1960,

UNCLASSIFIED
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ANNEX 1V, - Page 9 of 18
Exhibit 5, Page 1 of 2
INSTITUTO DE FOMENTO NAGIONAL

ESTADO DE PERDIDAS Y GANANCIAS
POR _EL SEMESTRE DE_ENERO A JUNIO 1966

OPERACTONES BANCARIAS

GASIOS
Gastos del Depto. de Crédito ........ € 1,130,348,35
Gastors Seccibén de Ahorros ........... ' 633,572.37
Gastos Departamento Comercial ....... " 43,426.,42
Intereses Pagados ........cco000000... ' 1,004,535.32
Cambios Pagados ...osvivvoevonsccoas 11,091.03
Castigos, Amortizaciones y Quebrantos

Diversos .....cec000000 cress s " 64,914 .49

PRODUCTOS

eta  wam em0  cmD  emm Mmoo e

Productos Depto. de Crédito ......... ¢ 2,661,8R6,81
Productos Seccién de Ahorros ........ " 3,787.37
Productos Financieros ...........v... " 20,657.52
Comisiones Ganadas ....... Ceeiae e " R7,317.08
Cambios Ganados .............. Ceeeeas " 30,749 .88
Otros Productos ....... Ceeee ceeseas " 93,487,32

SUMAN ............ & 2,887,885.95 @& 2,887 ,R35,98

OPERACIONES NO BANCARIAS

GASTOS

e e e = aEn s

Gastos del Depto. Técnico ........... € 2,154,278,88
Gastos Depto. Promocibn y Proyectos =
en Desarrollo .....cvevvc00c0cscnns 550,590,23

Gastos Departamento Ganaderia ....... ' 113,773.82

pPérdidas en Empresas Propilas ........ ' 215,832,26
PRODUCTIOS

Recuperaciones del Bepto, Técnico ... ¢ 770,763,67

(Pasan) S UMAN ...vevuven.. € 5,922,361.17 6 3,658,649.65

UNCLASSIFIED



UNCLASSTFIED
ARNEX IV = Page 10 of 18
Exhibit 6, Page 2 of 2

Vienen ¢ 5,922,361.17 & 3,658,649,65

Gastos de Asistencia Técnica, Estudio
e Investigaciones de Desarrollo Eco-
nbémico del Primer Semestre de 1966,
que reembolsard el Gobierno de Nica-
ragua, conforme Arto. 7, Decreto 5-L

de Marzo 8, 1963, € 2,263,711,52

S U M A N ©e v c00s 000000 @ 5;9225361017 @ 5,922;361917

Managua, D., N,, 30 de Junio de 1966

UNCLASSIFIED
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Exhibit 7, Page 1 of 1
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ANNEX IV, Page 12 of 18
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Exhibit 9 Page 1 of 1
DETAIL OF INDUSTRIAL LOANS PORTFOLIO AMOUNTS iN ARREARS
{in Wicaraguan Cordobas §)

Short=Tern

78-CP-1 E. Gurdién y P.J. Quintania ¢ 9,750,00

Medium=Tem

[6=MP-1 Francisco Szabo Wallach 6,136.26
62-70 y 97=-MP-| Van Heusen de Centroamérica "19,999.00
113-MP-| Metales y Estructuras " 3,848.00
130 " Van Heusen de Centroamérica " 39,998.00
123 Metales y Estwcturas S.A. W 5,772,00
144 Metales y Estructuras S.A, " 54,337.63
143 " Adrién Cuadra Gutiérrez " 11,668.00

¢ 141,758.8%

Long=Tem

1-LP-i Cfa, Nacicnal de Productores

de lLache & 65,000.00
2-LP-I Gadala Marfa & Cfla. Ltda. v 21,282.30
32 " Manufact. Bertha Arglello de Lacayo ™ 16,000.00
40 " Belli Castellén & Cla. Lida, " 43,300.57
48 " Arglello Tefel & Cla. Ltda. " 142,272.00
55 " Manufact. Bertha Argbello de Lacayo " 32,385.0
6 " Compafifa Eléctrica de Masaya " 133,171,70

€ 453, 411,59

DETAIL OF INDUSTRIAL LOANS PORTFOLIO AMOUNTS OF DEFAULTED
LOANS IUNDER LEGAL CLAIM

. “Short=term
13-CP-I Silvio Parodi Basset &€ 7,000.00
Mediom - Term

4-MP-| Gustavo Kuper & 16,261.02
66-MP-1 Horvilleur y Leetz & Cfa, Ltda, " 120,000.00
75=-MP-1 Salvo Bermidez & Cla, Lida, " 150, 000.00
79-MP-| Benard Horvilleur & Eduardo Leetz

& Cla, Ltda, . " 132,930.00
109-MP-] Lacayo Bergin & Cfa. Ltda. " 175,000.00

€ 594,191,67

* $1: §7.-
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INFONAC's PARTICIPATION IN PRIVATE ENTERPRISE

% Infonac's sub-

Infonac's Paid=in  Total Amount scribed equity ip
Investment as of of Infonac's the company's
Name of the Company 2/28/67 subscribed equity  capital stock
Inversiones Qufmicas S.A. 936,000 1,040,C00 70 %
(€hemical Investments, Inc.)
Cfa. Hotelera de Nic. S.A. 20,120 200, 000 14 %
(Nicaraguan Hote! Company Inc.)
Corp. Centroamericana de Tabaco S.A, 40,000 100,000 12 %
(C.A. Tobacco Corp., Inc.)
Soc. Centroamericana de Calzado S.A, 114,285 114,285 100 %
(Shoe company)
Cfla, Leonesa de Prod. L&cteos "El
Hogar" S.A. ("El Hogar"Milk Plant) 246,100 246,100 74 %
Booth de Nicaragua S A, 40,000 40,000 10 %
Corp. Nicaraglense de Inversiones S.A, 142,850 142,850 6.66%
(Nicaraguan Investment Corporation)
Nipco 1,500 1,500 0.6%
(Lumber & chemicals)
fagbn & Cla. Ltda, 714,280 714,280 50 %
(Meat packing)
Maderas Industrializadas S.A., 57,500 250,000 17.5 %
(Wood products)
Cocibolca Jockey Club S.A, 143 714 =0

TOTAL W8$2,312,778  US$ 2,849,729

Managua, D.N. February 28, 1967

UNCLASSIFIED
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POSSIBLE BENEFITS OF THE TWO-STEP PAYMENT AGREEMENT TO INFONAC
CAPITALIZATION

Difference between amount of
principal and irterest paid to
GON and GON payment @t that
time, to A.l.D.

After First Disbursement

% year 5,350
1 year 10,712
1 % year 24,100
2 years 37,500
2 3 years 50,000
3 years 62,500
34 years 62,500
4 years 62,500
4 § years 62,500
5 years 184,451
5 4 years 182,317
6 years 180,183
6 % years 178,048
7 years 175,914
7 % years 173,781
8 years 171,646
8 3 years 169,512
? years 167,377
9 % years 165, 244
10 years 81,143
10 % years 79,418
11 years 41,423
11 % years 40,314
12 years 39,984
123 years 39,984
13 years 39,984
13 3 years 39,984
14 years 39,984
14 % years 39,984
15 years 39,984
15 4 years 39,984
16 years 39,984
164 years 39,984

UNCLASSIFIED




17 years
17 % years
18 years
18 % years
19 years
19 4 years
20 years
20 % years
21 years
21 % years
22 years
22 % years
23 years
23 % years
24 years
24 % years

25 years after disbursement

UNCLASSIFIED
AMNEX IV, Page 18 of 18
=P Exhibit 12, Page 2 of 2

Difference between amount of
principal and interest paid to
GON and GON payment, at that
time, to A,l.D,

39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,984
39,993

UNCLASSIFIED
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June 1, 1967

PRINCIPAL DIRECTORS AND OFFICERS OF INFONAC

Directors {as «f October 1966)

a.  Dr. José& Marta Castillo, Presigent of Board and General Manager
of INFONAC

Born: September 5, 1962 -~ Academic Titles: B.A. and Master in Economics,
George Washington University, Washington, D.C.; advanced studies in
Economic Development at Santiago de Chile, with the Economic Commission
for Latin America (ECLA); Fellowship of the administration of Technical
Assistance of the U.N, fo study at the GATT, Benelux and the Zuropean
Common Market, = Positions Held: Minister Advisor for Economic Afrairs

of ‘the Nicaraguan Embassy in Washington, Alternate Executive Director

of IDB; Alternate Delegate of the Social and Economic Council of the

OAS; Permanent Delegate at the International Consultive Commitiee on
Cotton; Permanent Delegate ¢t the International Council for Coffee
(1961-65); Executive Secretary of the National Economic Council and
Member of the Central Customs Commission (1958=60); Adjunct Secretary
of the National Economic Council (1955-57} Commercial and Firancial
Aitache at the Micaraguan Embassy in Washington and Alternate Delegate
at the Social and Economic Council of the OAS {1952--54); Chief of
Economic Research at the Banco Nacional de Nicaragua (1951-52);
GQomptroller of the Republic of Nicaragua (1949-50); Secretary of the
Exchange Commission (1949-50); Vice=Consul of Nicaragua in New Yeork
and Economic Attache at the Permanent Mission of Nicaragua at the

U.N, (1948-49); Since 1953 he has been a delegate ¢o most of the

international conferences related to economics.

b. Mr, Alfonso Gonzélez Pasos, Member of the Executive Board in
representation of the Minority Party.

Born: April 5, 1934 ~ Academic Titles: Studies in Agriculture at the
Escuela Agrfcola Panamericana de Tegucigalpa, Honduras = Positions
Held: General Manager and President of "administradora Mercantil,
SALY (1966 = ); General Manager and President of "Embotelladora
de Nicaragua, S.A." (1964-66); Private agricultural activities,

UNCLASSIFIED
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Co Ing. Jos& Wong Valle, Member of the Exacutive Board as
Agricultural Expert appointed by
the Superior Council.

Horn: July 20, 1925 - Academic Titles: B.S. in Agriculture, from the
University of Texas (1945-47), State University of New York (1947-49)
Positions Held: Chief of the Cattle Division of the Experimental Agrope=
cuarian Center, from the Ministerio de Agriculturo y Ganaderfa (1963 = );
Inspector General of Cattle (Ganaderfa) (1961-63); Assistant Chief

of the "Inspecci8n General de Ganaderta (1955-61); Manager of the

3rd Pecuar.an Fair of Central America,

d. Lic. Ricardo Parrales, Member of the Executive Board as Economic
Expert appointed by the Superinr Council.

Born: February 13, 1931 = Academic Titles: B.A,, University of Marylend;
Post-graduate siudies at George Washington University; - Positions Held:
Vice=Minister of "Hacienda" (1965- ); Member of the Notional Fconomic
Council; Alternate Member of the Board of Directors of the "Banco Central
deNicarogua"; Alternate Member of the "Autoridad Portuaria de Corinto";
Alternate Member of the "Instituto Nacional del Café (INCAFE)";
Nicaraguan Delegde at the CIAP; Member of the Central Customs Com-=
mission; Vice Minister of Economy (1964-65); Chief of INFONAC's
Industrial Promotion Office (1962-63); Director of the Center of Technical
Industrial Cooperation (CCT!) of INFONAC (1961-62); He hes been

a member of the Interamerican Consultive Committee on Cotton and the
"Comisién de Cooperacién Técnica" from the Interamerican Ecenomic
Council, He has been a delegate to the Interamerican Economic Council ,
at the "Convenio Constitutive del BID" at the "Convenio Internacional

del Café," etc,

e. Dr. Jorge |, Montealegre, Member of the Executive Board, in
representation of the Private Activities

Born: November 23, 1918 ~ Academic Titles: Doctor at Law, Univer-
sidad Nacional de Nicaragua = Positions Held: Director of the Chamber

UNCLASSIFIED
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of Commerce; Director Secretary of the Coffee-growers Cooperative;
Director of the National Institure of Interior and Exterior Commeree
(INCEI); Director Secretary of the insurance company "La Protectora”;
General Manager of "Montealegre y Cib, Lidu,"; Swadish Honorary
Consul; Former Director IMF and IDB.

fo Ing. Alfredo J, Sacasa, Member of the Executive Board,
Delegate from the Executive Power

Born: December 26, 1919 -~ Academic Titles: B.S., Chemical Engineer-
ing, Purdue University (1937-41), Studies at the Graduate Scheol of
Engineering, University of Michigan, (1941-42); courses in Finance,
American University = Positions Held: General Manager, Compafifa
Cervecera de Nicaragua; General Manager and President of INFONAC
(1953-65); Attache and Commer cial and Financial Advisor of the
Nicaraguan Embassy in Washington; Alternate Delegate to the Inter-
american Social and Economid Council (1946=53); Chemical Engineer

in the Department of Research and Development of the Goodyear Tire

and Rubber Co, (1942-45),

Ma nagement

a. Dr, Jos& Marfa Castillo, General Manager (since 1965) -
(see preceeding)

b, Lic. Anibal Romfrez, Assistant Manager, Chief of the Department
of Econumic Studies (since 1965),

Academic Titles: lLicenciate in Economigs (Universidad de Costa Riea);
Post~graduate studies in Commercial Law and Agriculiural Econemics.

- Positions Held: Colaborating Ecomomist Central Bank of Nicaragua -
(1963-64); since 1963 Assistant Dean of the Faculty of Economic Sciences
in the Universidad Nacicnal de Nicaragua; (1964=65), Chief Credit -
Department of INFONAC; 1965, Chief of the Programming Office of
INFONAC,

Co Lic. J. Romén Gonzélez, Assistant=Manager, Chief of the
Financial Department (since 1964),

UNCLASSIFIED
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Academic Titles: B.A, in Economics, University of Toxas; pestgreduate
studies, University of Stanford, Calif., spacialized studies INCAL,
Nicaragua and Costa Rica.= Positions Held: Assistont to the Manager of
the National Granery (1959-60); assistant to the General Manager of
INFONAC and Chief of the Commercial Department (1960-44);
instructor of Mathematies, National University; instructor of Marketing,
Central American University,

d.  Mr. Hector J, Wilkinson, Spscial Adviser to the Manager

Academic Titles: Public Accountant (Universidad Nacienal de Argenting),
studies in engineering at University of California, U.S.A, = Positions
Held: Adjuct Consul at the Argentine General Consulate in New York
m%); Secretary of Argentina Embassy, Washington, D.C. (1948-51);
Advisor in the Secretariat of the National Economic Council, Buenos Aires,
Argentina (1952-53); Advisor General Secretariat of the Ministry of
Economic Affairs (1953=55); Adviser, National Eeonomic Council of
Nicaragua (1955); Chief of the Section of Economic Studies of the
Ministry of Economy; Secretary of the National Commission for Cotton

and National Commission for Coffee (1956-58); Chief Economic Studies
Section, INFONAC (1958-59); Deputy Chief Technical Departrent,
INFONAC (1959-60); Chief Technicai Department, infonac (1960-65);
Chief Inaustrial Promotion and Precject Development Department,

Infonac (1965-66).

e, Ing. Edmundo Astorga, Assistant Manager, Chief of Agropecuarian
Department (1966)

Academic Titles: B.S. in Agriculture, University of Oklahoma, AA, in
Agriculture, Corneson Hate Agricultural College,
Lawton, Oklahoma; specialization in Agricultural Economics at the

Instituto de Zamorano (Honduras).~Positions Held: Chief Agricultural
Section, INFONAC (1954)

f, Mr. S. Augusto Castell8n, Comptroller (1964)

Academic Titles: Accountant, Accounting School "Silviano Matamoros
(1943) B.S., B.A., Herald Business and Engineering College (1960) -

UNCLASSIFIED
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Positions Held: Accountant for "Fabrica Nacional de Licores Ball, S.A,"
(1946-51); Office Chief of "Canada Dry de Nicaragua, S.A." (1951-57);
Since 1960 with INFONAC; Delegate Auditor of "IFAGAN" (1960-62);
Chief of Technical Assistance (Accounting) (1962-64),

g.  Mr. Jos8 A, Monterrey, Internal Auditor

Academic Titles: Commercic! Accountant "Escuela Siempre Adelante";
Public Accountant "Escuela de Contadores Pdblicos." = Positions Held:
Accountant, Neptune Gold Mine (3 years); Accountant and Assistant
Manager, National Bank of Popular Credit (12 years); INFONAC,

Accountant to Auditor (13 years),

industrial Department

a.  Dr. Manuel J. Sequeira, Assistant Manager (1966), Chief of
industrial Department

Academic Titles: Doctor in Economics, University of Paris, France
(1958). Doctor at Law, Universidad de Oriente y Mediodfo, Grandda,
Nicaragua (1950). - Positions Held: Economist IDB (1960-63); IDB's
Regional Representative in Haiti (1964-65); IDB's Loan Officer (1965-66),

b. Mr. Guillermo Lugo=Alaniz, Assistant to Chief of Industrial
Department {1965 = )

Academic Titles: B.B.A,, Healds Business and Engineering College,
San Francisco, Calif, (1958); Diplom Volkswirte (Master in Economics);
Ruprecht Karl University of Heidelberg, Germany (1965). - Positions
Held: Assistant to the Actuary, Superintendency of Banks and other
Credit Institutions (1958); Nicaraguan Consul for the state of
Bade-Wurttemberg, German Federal Republic (1959~64); Collaborator
International Depariment "Grlin & Bilfinger A.G.", Mannheim, Ger~
many (1961); Collaborator Business Management Section "Brown Boveri
and Co,", Kaefertal, Germany (1963). With INFONAC since 1965.

UNCLASSIFIED
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Personnel

As of October 1966, ihe Personnel Roster of INFONAC was as follows:

Field

Profession Managua  Offices Total
- Agronomists 1 8 19
= Civil Engineers 2 i 3
- Textile Engineers 1 ® 1
- Chemical Engineers 2 - 2
= Mechanical Engineers 1 = 1
= Business Administration 5 I 6
- Economists 13 - 13
Veterinarians 3 1 4
=Lawyers 9 2 11
= Accountants 38 6 44
- Agronomy Experts 5 26 31
- Forestry Experts - 4 4
- Journalists, photographers 2 - 2
- Bilingual secretaries 10 - 10
= Typists 40 2 42
- Statistical Clerks 18 - 18
= Surveyors 4 i 5
- Draftsman 3 - 3
= Others 32 6 38

Total 199 58 257

INFONAC also uses technicians from International organizations such
as FAO, ILO, ICAITI, etc. Also internationally recognized consulting
firms (Arthur D, Little, RW. Booker, ICAITI, ete.), and individuals
are hired from time to time to meet special needs.
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