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Marzo de 1996 

HERITAGE FOUNDATION INDEX OF ECONOMIC FREEDOM ACTUALIZACION 
y COMENTARIOS 

l. Resumen de las AnotacIones 

IndIcador DngmalJ 1995 Ongmal, 1996 Revlslonada 1996 

Pohtlca ComercIal , 5 2+ 

Tnbutaclon 3 3 2+ 

Consumo PúblIco 3 2 2 

Política Monetana 5+ 5 2+ 

FlUJOS de Capttal e Inverstón 3 2 1 
Extranjera 

La Banca 4 3 1+ 

Controles de Salanos y PrecIos 3 3 3 

Derechos de la Propiedad 4 4 3+ 

RegulaclOn 4 4 3 

Mercado Negro 5 5 3 

Global 3 9 36 25 

La Fundaclon Hentage de los Estados Umdos ha estimado y pubhcado un Index 01 
Economlc Freedom, el cual caltfica a Nicaragua como un pms de poca hbertad economlca 
Ademas de ser un anallSIS muy subJetivo, la mformaclon en esta pubhcaclOn no toma en cuenta 
muchos de los cambios y reformas que el pms ha expenmentado desde ellIUclo de la 
admlmstraclon actual El mforme no toma en cuenta lo slgwente 

Pobtlca ComercIal 

~ La tasa arancelana media ha bRjado a 17% 
~ La Asamblea NacIOnal esta estudIando bajar a 1 % la tasa arancelarta para materIas pnmas 

y productos de capital 
~ Se ehmmo la mayona de controles de lmportaclOn 
~ Desde el pnmero de enero de 1996 no es oblIgatono la entrega de diVISas al BCN 
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TrIbutacIón 

~ La tasa max1ma a la renta de personas naturales es de 30%, menor que en EEUU 
~ Solo el 12% de la poblaclOn mas nca esta sUjeto a este unpuesto, en EEUU es 44% 
• La tasa uruca a la renta de personas Jundlcas es de 25%, menor que en EEUU 
~ Ellmpuesto a la venta tiene tasa maxnna de 15%, pero tamblen tasa de 6% y muchos 

productos estan exentos 

Consumo PublIco en el Producto NacIonal 

~ Consumo pubhco ha bajado de 31 % del PIB en 1990 a 13% en 1996, menor que EEUU 
~ El GobIerno ha pnvanzado mas de 360 empresas pubhcas, o 93% de todas 
• La pnVatlzaclon de TELCOR esta en proceso de hCltaclOn. 

.. Estan preparando el marco regulador para la lDvetSlon en el sector energetlco 

PolítIca Monetana 

.. La mf1aclOn media durante 1993-95 ha sIdo menor de 10% anual 

.. La mf1aclon esperada en 1996 es de 12% 

Pobhcas de FlUJOS de Capital y la InversIón Extranjera 

.. Hay muchas concesiones tnbutanas a la mverslon extranjera. 
Jo No hay mayor trarrute de la mverslon extranjera m naciOnal. 

La Banca 

.. Solo hay regulaclOnes prudenciales de la banca. 

.. En 1990 no habla bancos pnvados, en 1994 habIa 7, hoy hay 11 bancos pnvados 

Controles de PrecIos y Salarios 

Jo Se ha deshecho Casi todo el sistema de controles de preCIOS. 
Jo El salarlO mmuno esta muy por de baJO del salano de mercado 
.. Casi todos los preCIOS de denvados de petroleo estan lIbres desde el año pasado 
Jo Se contempla la hberabzaclon de todos los preciOS de denvados de petroleo en 1996 

RegulaCIón 

.. Se creo la Urudad de Desregulaclon en el Mln1steno de EcoDOIma y Desarrollo 
• La Presidenta ha decreto la ehmmaclon de una canudad de regulacIones 
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11. Comentarlos 

IntroducClon 

La Fundaclon Hentage de los Estados Urudos pubhco su Index ofEconomlC Freedom, 
lo cual calIfica NIcaragua como un país de poca lIbertad economIca La mformaclOn en esta 
publtcaclOn no toma en cuenta muchos de los cambIos y reformas que el patS ha expenmentado 
desde ellrucIo de la ammrustraclOn actual El proposIto de esta nota es actuahzar la mformaClOn 
encontrada en tal pubhcaclOn para que se entIenda mejor el mvel de la lIbertad economlca que el 
palS goza actualmente 

Antecedentes 

En la decada de los setenta, el pms centroamencano de NIcaragua sufno una guerra Clvll 
entre los somOClStas y los sandlnlstas Ante la complacencia de CasI todo el mundo, ganaron los 
sandmIstas y se derrumbo la dIctadura somoclsta Despues de la eufona de la vlctona las fuerzas 
de los comandantes sand1n1stas mstalaron un regtmen marxIsta-Ienmtsta y el paIs ofiCIalmente se 
Junto con los poderes del mternaclOnbsmo, en particular Cuba y la Umon de Repubhcas 
SOCialIstas Sovletlcas 

Con la mstalaclon de este reglIDen manosta-lerurusta, el nuevo gobIerno mIClO la 
construCClon de una economla dlrlJlste que puso Casi todo el poder de asIgnacIOn de recursos, 
consumo, producclon y deCISIOnes de mverslOn en las manos de los mandos pubhcos Punto 
clave en esta transformacIon, claro, fue la reducclOn de la lIbertad economlca de CasI toda la 
poblaclon rucaraguense 

Entre los resultados en la economta de este reglmen se destacan 1) alto ruvel de 
proteccIOn de la mdustrIa naCIonal, 2) altos tmpuestos, 3) alta partlclpaclon del gobIerno en la 
economla (producclOn, mverslOn y consumo), 4) eventualmente mal manejo de la moneda y al 
fin de los ochenta, el pms gano el premIO por tener el record mundIal para la htpennflacIOn, 5) 
contrataclon de deuda mternaclOnal sm capaCIdad de repago, 6) una banca nacIOnalIzada, 7) 
controles ngldos de salmos y preCIOS, 8) la destrucclOn de los derechos de la propiedad, 9) alta 
regulaclon de la economta pnvada, que ya se redUJO, y 10) mucha actIvIdad en los mercados 
negros 

El regtmen Il181'Xlsta-Ienmtsta de Damel Ortega b8JO preSIones mternacIonales, pero al 
mismo tIempo sobre-estImando su populandad con el pueblo rucaraguense permltlo el voto lIbre 
en el año de 1990 Para su sorpresa gano Doña VIoleta Chamarra esta seleCClon Ante la 
sorpresa del mundo mternaclonal, el regtmen de Ortega permIuo la translClOn a la nueva 
admln1straclon de Doña VIoleta 

Los Factores del Indlce de la Libertad EconómIca 
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1 Pohhca Comercial Indlce de la FundacIOn Hentage 5 yestable Este mdlce mdIca un 
alto nivel de proteccIOrusmo Se basa este mdlce en las altas tasas arancelanas y las restnccIOnes 
sobre la ImportacIOn que predommaron durante la admmlstracIOn Ortega y al prmcIpIo de la 
admmlstracIOn actual Pero este mdlce no toma en cuenta la hberaclOn de la ImportacIOn v la 
desgravaclOn arancelana que el pals ha Implementado en los ultimas años Ademas, en el 
anteproyecto de ley de la reforma tnbutana el palS esta desgravando aun la lmportacIOn de bIenes 
pnmanos y de capital Ademas, el gobIerno ha pactado con los paIses centroamencanos de 
ehmmar el Impuesto "Arancel Temporal de ProtecclOn" hasta el año 2000, lo cual representa una 
contmuaCIOn en la hberaclOn del comerCIO mternaclOnal y la competencia nacIOnal 

Dado los avances ya hechos, el nivel de protecclOD relativamente baJO actualmente y 
el progreso pactado, es nuestro JUICIO que elmdlce respecto a la pohtIca comercial merecido 
es de 2+ (protecclOn baja y meJorandose) 

2 TributaCión IndIce de la FundaclOn Hentage 3 y estable El mforme dice que el 
SIstema tnbutano Impone tasas relatIvamente bajas Este mdlce se compone de dos mdlces 
desagregados 1) Impuesto a la renta de personas naturales con un mdlce de 2 O (baJo)- estable) y 
2) Impuesto a la renta de personas JundIcas con mdIces de 3 O 

Aunque estamos de acuerdo con los JUICIOS particulares, no entendemos porque el 
mdlce global es 3.0 en vez de 2 5, lo cual es el mediO de los Índices particulares 

3 Consumo publIco del producto economlco IndIce de la Fundaclon Hentage 2 y 
estable (consumo pubhco medIO y estable) 

Segun los datos del Fondo Monetano internacIOnal el consumo ha bajado de 31 1 del PIB 
en el año 1990 a 14 O porclento en 1994 Esta Calda rapIda resulta de una estrategIa programada 
por parte del gobierno de redUCir el rol del Estado y fomentar la econOmIa pnvada sUjeto a 
fuerzas del mercado hbre Ademas, el gobierno de NIcaragua ha pnvatlzado una gran cantidad 
de empresas estatales y ha elImInado una mInada de regulaCiones a la empresa pnvada Al 
mIsmo tIempo es reconocIdo que las cuentas naCionales fuertemente subestIman el producto 
naCIonal y que este consumo publIco de 14 porclento del PIB es sobre-esnmado 

Dado las fuertes bajas en el consumo púbbco, en la reducclOn de las regulaCIOnes y 
la venta de muchas empresas estatales, conSideramos que Nicaragua merece un mdlce de 
2 O (consumo publico baJO y decreCiente). 

4 Política Monetana Indlce de la Fundaclon Hentage 5+ (muy alta mflaclOn) Segun el 
mforme, Nicaragua tema mucha mflaclOn Durante la epoca de 1985-1993 el pals expenmento 
una mflaclOn anual de 1,863 porclento, y en 1994 la mflaclon era de 12 porclento Lo que no 
mdlca el mforme es que durante los ultlmos años de los ochenta el palS sufna una hlpennflacIOn, 
pero desde entonces el palS esta expenmentando una relativa baja mflaclon En el año 1993 la 
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mflaClOn fue 19 porcIento En 1994 y 1995 la mf1aclOn era de 12 porcIento Se espera una 
mflaclOn de no mas de 12 porclento en 1996 

Elmforme no toma en cuenta la disciplIna monetaria que se ejerce en Nicaragua DI 

los grandes eXltos que se lograron en termmos de redUCIr la mflaclon ConsIderamos que el 
pals merece un ÍndIce de 2+ (baJa mflaclón, buen control monetario y estable). 

5 Pohbcas de flUJOS de capItal e IDverSlOn extranJera Indlce de la FundaclOn Herttage 2 
y estable (barreras bajas a la mverSIon extranjera) El mfonne menCIOna que el regIstro de 
mverSlOnes puede ser usado para ImpedIr la lllverSIOn estadoumdence 

NIcaragua ha hberado la regulaclon de la mverSlon extranjera. Ultlmamente se elImmo el 
requenmlento de ceder ofiCIalmente las dIVISas generadas por la exportaclOn para cambIarlas a 
travez del Banco Central de Nicaragua Ademas, no solo ha pnvatlzado el gobIerno muchas de 
las empresas estatales, smo, se contempla pnvatIzar en 1996 la empresa de teleforua El gobierno 
esta preparando un marco regulador para la entrada de la competencIa, espeCIalmente a travez de 
la mverslon extranjera en el sector energetlco 

Talvez más Importante aun, el patS ha promulgado una sene de leyes para el fomento de 
la mverSlOn extranjera. Ademas, la mverslOn extranjera no reqUIere de la aprobaclOD ru pennISO 
por parte del gobIerno Es totalmente hbre 

El Gobierno reconOClO la neceSidad de qUItar barreras a la mverSlOn extraruera y el 
tratamiento capnchoso o dlscreslonal Por lo tanto, en un decreto de 1994 se tennmo la 
dIscreclOnalldad de los mlDlstenos en el tratamiento de la mverSlon extranjera y estableclo 
normas claras y transparentes Ahora solamente la preSidente puede otorgar contratos o tratados 
con el sector pnvado que se salen de las normas estableCIdas por la ley 

De todas maneras, Nicaragua tiene un ambIente muy favorable allnVerslODlsta 
extranjero El rol del Estado en la producclon, las leyes de fomento de la InverslOn y sus 
mcentIvos fiscales, el tratamiento legal y la lIbre remesa de diVISas y ganancias mdlcan un 
pals abierto a la inversión extraDJera ConSIderamos que el palS merece un mdlce de 1 

6 La banca Indlce de la Fundaclon Hentage 3 y estable (restrICCIones moderadas) 
Aunque reconoce el progreso que ha logrado el patS en este campo, se dIce que aunque el patS ha 
redUCido la regulacIOn de la banca, de los 10 bancos comerCIales, tres sIguen SIendo estatales 
El hecho es que hoy eXIsten todavIa tres bancos estatales, pero ahora hay once bancos 
comercIales pnvados En 1990 cuando entro al poder la admlnIstraclon actual no habla nmgun 
banco comercIal pnvado En los pnmeros meses de 1994 ya hablan sIete bancos pnvados Hoy 
hay once Parece que no hay barreras efectIvas para entrar al mercado 
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Ademas, las regulaciones de la banca que cont1Ouan son meramente de la 
super10tendencla de bancos y no tIene proposltos de dmglr el colocamIento de fondos m afectar 
las operaClones bancanas, s100 son del tipO prudencial 

La banca privada solamente tiene regulaclOn prudencial y la canttdad de bancos 
privados ha crecido y ahora la banca pnvada predomma en el sector El Pals merece un 
mdlce de 1+ (pocas restricciones y esta meJorandose). 

7 Controles de salanos y precIos Indlce de la FundacIon Hentage 3 y estable (controles 
moderados sobre salanos y precIOS) El mforme mdIca que los controles son moderados, pero se 
nota que el gobierno todavla controla los preCIOS de productos denvados del petroleo, servICiOS 
pubhcos, azucar, cervezas y bebidas gaseosas Por eso merece el palS un 3 (controles moderado 
y estable) 

No se discute 

8 Derechos de la propiedad IndIce de la FundacIOn Hentage 4 y estable (poca protecclon 
de la propIedad pnvada) El mforme mdlca que la propiedad en Nicaragua esta desprotegIda, que 
se puede confiscar por cnmmales armados o funcIOnanos ofiCiales corruptos y que la Corte no es 
capaz de tramItar el problema m el sistema pohclal 

Esta opIruon no toma en cuanta que hasta Jumo del año pasado que el gobIerno ya habla 
resuelto awmrustratlvamente todos, salvo alrededor de S 11111 casos de confiscados de los 117 mtl 
casos registrados (96 porclento) Reconocemos que todavla hay mucho que hacer, por ejemplo 
1) titular los prediOS ya entregados 2) negociar la compensaclon en los casos que no pueden ser 
resueltos por la devoluclOn de la propiedad a los dueños ongmales, 3) corregIr otros abusos 

El gobierno ha tomado medulas para remediar la SltuaClon de la propiedad Con la 
reCIente aprobaclon de la Ley de Propiedad y la e1ll1Sl0n de los bonos de compensaclOn el 
gobIerno esta tratando de resolver las discrepancias dentro de sus restrIccIOnes presupuestan as 

Dado los avances que el gobierno ha logrado y los esfuerzos que sigue haCiendo, 
conSIderamos que el gobierno merece un mdu:e de 3+ (protecclOn de la propiedad esta 
meJorandose) 

9 RegulaclOn lndlce de la FundaclOn Hentage 4 y estable (alto ruvel de regulaclOn El 
mforme mdIca que estudiOS de Impacto ambiental son requendos de negOCIOS y que a veces 
pueden ImpedIr la expanslOn de empresas ya eXistentes o la formaclOn de nuevas El mforme 
mdlca que se aphcan las regulaCIones en una forma muy ad-hoc y que la corrupclOn queda como 
problema grave 
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Desde 1992 la velocidad de la desregulaclOn de mercados ha crecido El gobIerno ha 
creado una mstItuclón espeCIal (Umdad de DesregulaclOn en el MlmsterIo de Economla y 
Desarrollo) y la Asamblea NacIonal ha aprobado una legIslaclOn moderna en vanos sectores para 
aglhzar la economla y soltar la fuerza del sector pnvado Ademas, en los ultimo s tres años el 
GobIerno ha decretado la ehmmaclon de una cantIdad de otras regulaCIones La pnvatlzaclOn 
tamblen comtempla la hberaclón de los mercados y sectores economlCOS 

ConSideramos que el Dlvel de regulación DI es alta y que la dlscreclOnahdad en su 
aphcaclOn ha bajado Las "reglas del Juego" hoy son más claras que nunca. En nuestra 
oplDlon Nicaragua merece un IndlCe de 3+ (regulaCión baja y mejorándose) 

10 Mercado negro Indlce de la Fundaclon Hentage S y estable (mucha actiVidad en 
mercados negros y estable) El mforme mdlca que el alto mvel de desempleo (40%) resulta en 
mucha actIVIdad en el mercado negro Ademas, ellOforme dice que segun la OficlOa del 
Representante de ComercIo de los estados Umdos, el pms no proteje los derechos de propIedad 
mtelectual de software y que hay mucha puatena de gravaclones, Videos y emlslon de señales de 
teleVlSlon por satebtes 

El desempleo abierto en NICaragua es alto pero solamente de alrededor del 16 porclento, 
no de 40 porcIento Alrededor de 53 porclento de la gente economIcamente actIva en el sector 
urbano esta trabajando en el sector Informal Pero, la mayona de ellos pagan Impuestos de un 
tIpO u otro Ademas, la operaclOn de mercado Informal no necesanamente tIene algo que ver con 
"mercados negros" La mayona de estas operacIOnes no tratan de contrabando El gobierno tiene 
un re gImen espeCIal para el pago de Impuestos para "pequeños contnbuyentes" Ellos estan 
obligados a pagar un Impuesto que se llama "cuota fiJa" Con los proyectos de asistenCia tecmca 
finanCIados por el Banco Interamencano de Desarrollo, el PNUD y USAID se espera aun la 
mcorporaclon de este sector en el sistema tnhutano formal 

Es clerto que no siempre se respetan los derechos de la propIedad mtelectual y que hay 
plratena de software, Videos y otros productos, pero no hay mdIcacIones de la extensIon de esta 
plratena, pero tampoco hay mdlcaclones de que esta actIVIdad sea de mucha ImportancIa 

Dado que no hay controles sobre las dIVISas, los Impuestos arancelanos son baJOS y no 
hay regulaCión de merados, no se puede deCir que hay actiVidad elevada del mercado negro. 
La eXIStenCia del sector mformal no es eqUIValente al mercado negro. Aceptamos la eXIStenCia 
de la pltareria de productos mtelectuales, pero no hay indiCaCiones que sea una actiVIdad 
perDlclosa Es nuestra opmlón que Nicaragua merece un índice de 3.0 en esta area. 



NICARAGUA 

The Central Amencan country of Nicaragua 
became an mdependent state m 1838 Under the rule 
of the Sandmlstas, Nicaragua became a soclahst 
economy In 1979 Despite infusIons of foreign aid, 
Nicaragua's economy came apart Nicaragua held a 
democratic electIOn In 1990 In wruch the victor, 
V loleta Chamorro, promised economic reform 
Substantial progress has been made on restructurIng 
the economy, and key democratic instItutIOns have 
been strengthened, but the growth of Investment, 
prodUCtion, and employment IS restncted by 
property problems, protectIve tarIffs, and the world's 
highest foreign debt burden 

Factor #1' Trade Pohcy 
Score 3+ (Low and decreaSing level of 

protectionism) 
Accordmg to the World Bank, the average nom mal protection of goods 10 1992 was 15 3%,1 as 

reqUired under the Central American Common Market's common external tariff Because of 
mvestment-promotmg exonerations, the average rate actually paid was 6 5 percent Nicaragua 
supports reducmg regional tariffs 

Factor #2 Taxation 
Score -Income taxation 2-Stable (Low tax rates) 
Score - Corporate taxation 3-Stable (Moderate tax rates) 
Total Taxation Score 2 5-Stable (Moderate tax rates) 

Nicaragua has a top margmal mcome tax rate of30 percent The tax rate that apphes to the average 
mcome level IS zero percent Nicaragua has a top corporate rate of 30 percent It also has a 
general sales tax of up to IS percent, a selective consumptIOn tax, and a mUniCipal sales tID.. 

Factor #3 Government Consumption of Economic Output 
Score - 2+ (Low and decreaSing level of government consumption) 

Nicaragua's government consumed 140 percenf of GOP 10 1994 This share has decreased rapldlv 
from 31 I percent 10 1990, when the Chamorro Administration took office 

Factor #4 Monetary Pohcy 
Score - 2+ (Low and decreaSing level of inflation) 

NIs:aragua had an average rate of mflatlon from 1980 to 1991 of 583 7 percent Smce that vear, 
which marked the start of the economIc hberahzatlon and stabilIzatIon program, mflatlon has 
been below 20 percent (12 percent mflatlon 10 1994), even as price regulations have decreased 

I Nicaragua Country EconomIc Memorandum, World Bank Report No 12066-NI, Washmgton, 
DC, February 2, 1994 

2 Nicaragua - StatlStlcal Annex, International Monetary Fund Report No SMl9S/151, Washmgton, 
DC, June 26, 1995 



Factor #5 Capital Flows and Foreign Investment Policy 
Score - 1-Stable (With Improving Investment climate) 

NIcaragua promotes foreign mvestment, Without restrIctions, through tax hohdays and other 
mcentlves Government approval IS not required Nicaragua has almost completed the 
privatization of the State-owned enterpnses mherlted from the prevIous government 

Factor #6 Bankmg 
Score - 1-Stable 01ery low restnctlons on banks) 

The private bankIng system In Nicaragua Includes 11 banks and one mvestment finance compan) 
PrIvate banks now account for over half of commerCIal bank depOSits and over a thlTd of loans 
Four new prrvate banks have begun operations SInce the start of 1994 Interest rates are freeh set 
by the market No depOSit msurance system eXIsts Nonnal prudential rules are enforced 

Factor #7 Wage and Price Controls 
Score - 2+ (Low and Improving wage and pnce controls) 

Almost all prIce controls have been hfted, most recently In the petroleum sector However, the 
Government st1l1 negotiates prIces With a few protected mdustnes The legal mlmmum wage IS 

below the market rate for labor Nicaragua needs to modernIZe Its labor code 

Factor #8 Property Rights 
Score - 3+ (Moderate but increasIng protection of pnvate property) 

Unresolved property nghts questions remam a key Impediment to the growth of mvestment and 
production m Nicaragua Despite good progress on revlewmg and setthng claims, JudiCial 
enforcement and the title registry system remam madequate, and flagrant occupancy abuses have 
to be corrected 

Factor #9' Regulation 
Score - 3+ (Moderate and deceaSing regulation) 

Government efforts to strike unnecessary regulatIons from the books have to be strengthened and 
regulatory JUrisdictIOns wlthm the Government resolved Environmental Impact statements can 
restrict new mvestments The pnvate sector IS unclear as to "the rules of the game" 

Factor #10 Black Market 
Score - 2- Stable 01ery low black market actIVity) 

With 20 percent unemployment and underemployment common, the Virtually unrestricted mformal 
sector affords mcome-generabon opportumtles to many people Smugghng and under-reportmg 
of tax habthttes are the major Illegal actlvloes, which the weak pubhc admlDlstratlon can only 
try to control Improved tax admmlstratlon IS key to stopptng the unfair competition these Illegal 
actiVities tnfllct on legitimate bustnesses 

Summary 



NICARAGUA INDEX OF ECONOMIC FREEDOM ASSESSMENT 

Comments on the IntroductIon 

The first four sentences of the Introduction to the NIcaragua-specific ratIngs are undIsputed facts 
However, we cannot agree With the rest of the Introduction FIrst, whIle It IS true that economIC 
growth has not been as strong as anyone would Wish, the country's economic house has been set 
In a much better order than the condItIOn In whIch tlus Government mhented It Inflation has 
been brought down from over 10,000 percent per year to less than 20 percent every year SInce 
1991, last year, It was 12 percent, and thts year InflatIOn should be In the SIngle dIgIts ThiS 
bespeaks a dedlcatlOn to conservative economic poliCies, recogrution of the need to exerCIse 
monetary and fiscal constramt, and a WIlhngness to sacnfice unmedlate consumptIOn In order to 
frrmly establIsh the bases for strong, pnvate sector-led growth m the future Second, over the 
last year, clvllian control of the mthtary was finnly estabhshed New heads of the polIce and 
armed forces have been apPoInted by the President, replacmg the old-lIne Sandlrusta leaders who 
had headed up these orgaruzatlons TIurd, the Sandlnlstas have not been able to stave off the 
massive pnvatization of the many enterpnses nationalIZed dunng therr regune In addItIon. 
whlle the Sandlrustas have been fightmg a rear-guard action to hold off solution of the largest 
SIngle problem faCIng the country-the eqUItable resolution of property nghts dIsputes, contInued 
VIgorous ImplementatIon of Government programs to settle property title questIOns and the 
weIght of publIc pressure doom therr struggle to eventual obhvlOn. WIth the help of the 
mternatlonal fmanclal commumty and Its bIlateral frIends, Nicaragua IS makIng substantial 
progress even With tlus thorny Issue We beheve the IntroductIOn should recogruze the depth and 
scope of the progress made over the last five years to overcome the weight of the pnor regime's 
pohcles and structures 

There follows a detailed commentary on the IndIVidual factors used by the Rentage FoundatIon 
m denvIng Its overall mdex of economic freedom for Nicaragua. 

Factor #1 Trade Pohcy 

Suggested new score 3+ (Low and decreasIng level of protectlorusm) 
OngInal score 5-Stable (Very lugh level of protectlOrusm) 

The average tanff on manufactures In Nicaragua IS estunated at 17 percent, which IS programmed 
to decrease to 15 percent over next four years Tartff rates on other goods are generally lower, 
but trade In these goods IS small Tlus tanff structure IS m accord With Central Amencan 
agreements on economic IntegratIOn NIcaragua has supported EI Salvador's lrutlatlves to reduce 
tanffbamers and has recently decreased some duty rates, m additIon to Implementmg (earher 
thiS year) the scheduled reductions agreed With the other Central Amencan countnes 

In Nicaragua, Significant duty exemptions are granted, such that the average tariff paId In 

1993 was only 6.5 percent of recorded Import value. ThlS measure IS a better indicator of 
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realIty than theoretu:al tanff rates Also, almost all non-tanffbamers have been dIsmantled 
lIcensIng requuements are mostly fonnahtles, and customs procedures are becomIng less 
dlfficutt (for example, the Government of Nicaragua has already expanded the role of customs 
brokers and Intends to pnvatlze customs operatIons, startIng With all cargo operatlOns In 

Managua) In addItIon, startmg Apnl 1 of tlus year, the Government has relInquIshed Its 
monopoly on the ImportatlOn of crude petroleum and petroleum products as part of Its program 
to wlthdraw entIrely from petroleum marketmg and pncmg and to turn thts area over to the 
pnvate sector 

In view of the small average tanff actually paid and sIgnificant progress In all other areas, 
the score for thIS factor should be 2+ (Improvmg) rather than the 5 (Stable) score origInally 
aSSigned. Nonetheless, because the Government IS bOplDg to decrease exonerations (which 
would raise average duties actually paid), a score of 3+ would also be appropriate 

The statistical data used here are drawn from a special US AID-supported study3 of tanff 
protection In Nicaragua that fonns part of the Government of Nicaragua's efforts to Improve the 
flUIdIty of foreIgn trade and overall productIve effiCIency 

Factor # 2: Taxation 

Suggested new score for mdIvldual taxation 2-Stable (Low tax rates) 
Suggested new score for corporate taxatIon 3-Stable (Moderate tax rates) 
Suggested new score for total taxatIon 2 5-Stable (Low to moderate tax rates) 
OngInal score for indiVIdual taxatIon 2-Stable (Low tax rates) 
Ongmal score for corporate taxatIon 3-Stable (Moderate tax rates) 
OngInal score for total taxatIon 3-Stable (Moderate tax rates) 

We cannot dIsagree WIth the ongmal ratmgs~ as they accurately portray the current tax structure 
(although the sales tax has 3 rates-ofO%~ 6% and lSo/o-and 1S not apphed to many staple 
goods) We would like to pomt out, however, that the Government 15 atlXlOUS to reduce tax 
burdens It IS COnsC10US that a relatIvely small number of mdIVlduals and enterpnses are paymg 
relatively high rates, whde the vast maJonty of people and enterpnses pay essent1ally no mcome 
taxes Because of Its weak adnumstratIve structures, the Government has been forced to rely on 
thiS system, wh1ch mcludes hIgh customs dutIes that sometImes protect mefficlent mdustnes 
The Government would lIke to enforce Its current tax IeglslatlOn better (to reduce evasIon), whIle 
at the same tune reducmg pubbc sector operatlons to the mmunum consistent WIth good 
government and closmg off the many exoneratlons that can unpart elements of honzontal 
Inequity As stated m Its mdIcatIve multI-year plan for the future, the Government beheves that 
the tax base must be broadened and tax rates reduced SIgnIficantly We hope to see an Improved 
score In the future as planned tax reforms are unplemented 

3 Berhnsla~ J, "La Estructura de Protecclon Arancelana de la Industna Manufacturera 
de Nlcaragua.1f January, 1995, Proyecto NEPAI-USAID 



This havmg been said, It IS not clear why an arithmetic average of the two scores was not 
used ongmaUy. Usmg the arithmetIc average would change the overall score from 3 to 2 5 

Factor # 3 Government ConsumptIOn of Economic Output 

Suggested new score 2+ (Low level of government consumptIOn and low level of GDP 
produced by the state-owned sector) 

Ongmal score 3-Stable (Moderate level of government consumptIOn) 

Accordmg to the latest IMF data for 19944
, government consumptIOn expenditures were 14 0 

percent of GDP, down from 16 5 percent In 1993 and 19 5 percent m 1992 (and 31 1 percent In 

1990, when the current government took over) TIns rapid declme IS the result of dehberate 
Government pollcy to reduce the SIZe of the pubhc sector. a pollcy that IS reflected m Its program 
of pnvatIzatlons as well as In Its strIct controls over Central Government expenditures Further, 
the number of state-owned enterpnses IS contmumg to shnnk (see the diSCUSSion of foreIgn 
Investment under Factor 5) The percentage of GDP produced by enterpnses sull m the state
owned sector IS est1mated today at no more than 2 percent, to wroch should be added the 5-7 
percent of GDP produced by pubbc utlhtles m 1994 Overall, these percentages are more 
consIstent With a score of 2 than WIth the score of 3 ongmally gwen. 

Factor # 4 Monetary Policy 

Suggested new score 2+ (Low and decreasmg level ofmflauon) 
Ongmal score 5+ Very hIgh level of mfiatlOn 

NIcaragua had an annual mflatlon rate from 1980 to 1991 of 583 7 percent However, thiS high 
figure IS due mostly to the hypennfiatlon penod of the second half of 19805 (under the 
Sandlrusta regIme) and mto 1991, when the present adnurustratlon launched a senous 
stabIlIzation program From Apnl1991 through the end of 1994, the annual mflatlon rate 
averaged only 11 6 percent, showmg a downward trend overall The ongmal score IS due mamly 
to the mfiatlon brought about by the wrong-headed econOmIC pohcles of the prevIOus regIme 
ThIs marked declme m mfianon IS clearly the result of the change of economic onentatlon of the 
country, leavmg behInd a centrally-planned economy m favor of a hberal, competitIve market
onented economy Thts change 15 roughly comparable With those that occurred m the former 
Soviet Uruon The NICataiUan pegple baye suffered a lot as a result of the Sandm1sta re~lme, the 
Henta~e FoundatIon should not further castl~ate the countJy for those errors bv contlDum~ to 
assllW such a ne~atlve score for thIS factor A score of 2+ would be apt recognition of the vast 
Improvements In monetary (and related) pohcles pursued and achieved by the current 
administration. 

4 InternatIOnal Monetary Fund, 1995, Nlcarawm - StansttcaJ Annex, Table 2 



Factor # 5 Capital Flows and Foreign Investment Poltcy 

Suggested new score I-Stable (With ImprOVIng Investment clImate) 
OngInal average score 3-Stable (Moderate bamers to foreIgn Investment) 

The large maJonty of state-owned productIve enterpnses Inhented from the prevIous regime have 
been pnvatIzed, hqwdated, returned to theIr former owners, or otherWIse dIsposed of At the end 
of July 1995, of almost 360 enterpnses once held by the state holdmg company (CORNAP) only 
23 had not been pnvattzed, a rate of accomplIshment of 93 6 percent Of the remamIng 23 
enterpnses, 20 are m the final stages of pnvatlZatlon or hqwdatIon, CORNAP wIll pnvatlze the 
remaInmg 3 tlus year 

Beyond these, only a handful of pubhc service comparues (mamly the telephone, electnclty and 
water utilitIes) remam In state hands The telephone utIlIty Will be pnvatIzed tlus year, 
culnunatIng a US AID-assIsted multI-year process whIch mcluded pre-qualIficatIon of Interested 
mternatIOnal bIdders A bIll for the pnvatlZatlon oftelecommumcatlons has been m the National 
Assembly for almost a year Fmal approval IS expected In August or September, 1995, now that 
the Assembly has approved (m July oftlus year) a modem regulatory framework for the sector 
In addItIOn, contracts have been let for the pnvate generatIon of electnclty, and a pnvate Investor 
has been negotIatIng to buy a major geothermal electnclty generatIon facIlIty, as part of a process 
ofpnvatlZlng the electnclty sector Further, both the electnclty and the water utIhtles are 
recelvmg a modem regulatory framework to faCIlItate thea decentralIZatIon and pOSSIble 
pnvatlZatIon 

Perhaps more Important than any Government plans for pnvatIzatIon of a gIven sector, foreIgn 
direct ownerslup of enterpnses IS not only permItted but IS encouraged SInce 1992, the country 
has had a foreIgn Investment promotIon law, whIch offers SIgnIficant tax hobdays and other 
InCentIves to foreIgn mvestors Wlllmg to come to Nicaragua. WIth the pnvatlzatIon of 
previously state-owned productIve assets and the operatIon of foreIgn Investment and related 
Incentive legIslatiOn, foreIgn mvestors present m country have greatly mcreased over the last 
three years, espeCIally In mmmg and servIces but also In manufactunng In addition, foreIgn 
Investment does not even reqwre government approval, some mvestors have come WithOUt 
benefit of the special treatment offered under foreIgn mvestment and related laws 

Nonetheless, the Government of Nicaragua recogmzes that past practIces allowed slgruficant 
mlrustenal discretIon In the approval of several types of econonuc transactIonst IncludIng foreign 
mve~nts TIns SItuation prompted the Government to Issue a decree In 1994 that tennmated 
mlrustenal diScretlonahty, only the PreSIdent IS now allowed to approve agreements WIth the 
pnvate sector (foreign and domestIc) wluch vary from the nonns estabbshed In the law 

Overall, the legal and admmlStratJVe climate ID Nicaragua strongly favors foreign 
IDvestment, and (as dIScussed in Factor #3, Government ConsumptJon) the role of the State 
ID productIon IS rapidly approachmg zero. Thus, a score of 1 would be more appropriate 
than the onglnal score of 3. 



Factor #6 BankIng 

Suggested new score I-Stable (Very low restnctlOns on banks) 
OngInal average score 4-Stable (HIgh restncuons on banks) 

In the 1980s, Nicaragua's financial system consisted only of state-owned banks, but WIth the 
change In government m 1990, the first pnvate banks m over a decade were authonzed By mId-
1995, 11 pnvate commercial banks and one foreign-owned mvestment bank. (financlera) are now 
In operatIon, up from zero m 1990 and 7 m early 1994 Thus, there do not seem to be sIgmficant 
bamers to the entry of new banks m Nicaragua SavIngs and loan associations are slowly 
recovenng from more than a decade of neglect and offiCial hOStlhty Pnvate commerCIal banks 
have rapidly mcreased therr share of bank depOSits and loan operatIons More than half of all 
depOSits m Nicaraguan fmanclal mstltutlOns are now held m pnvate commercial banks, \\0 ruch 
also provide over one-tlurd of all commerclal bank loans Pnvate banks even compete for 
depOSits of pubhc funds 

A Supenntendency of Banks (created underthls Government) estabhshes and enforces prudenual 
nonns regulatIng the operatIons of all commercial banks and authonzes the establIshment of new 
financlalinstltutions (banks and others) The Supermtendency IS an mdependent, autonomous 
pubhc body Interest rates are freely detennmed by market forces, WIthout the mterventlon of the 
Central Bank of Nicaragua or any other pubbc 1IlSt1tutlon There are no state controls over 
lendmg practIces, such as reqUIred rmmmum lendIng by sector or by SIZe of borrower (prudential 
norms do bmlt exposure, however) Pnvate banks m Nicaragua operate With as much freedom 
(and perhaps more) as m developed countnes, mcludmg the Uruted States, to the pomt that there 
IS not even a government depoSit lDSurance, either compulsory or voluntary Fmally, there are no 
domestIc geograpruc bamers to bankmg operatIons m Nicaragua (such as mter-state restnct!ons) 

At present, no foreign banks have estabhshed offices m NIcaragua, not because of government 
obstacles or Impedunents, but because the small SIZe of the market does not]usnfy havmg a 
phYSical presence m country As With many other countnes, foreIgn banks find they can conduct 
theIr busmess m Nlcaragua more effiCiently from off-shore locatIons However, all of the pnvate 
commercIal banks have extensive correspondent relatIonshIps With foreign banks, espeCially U S 
banks, which lDcludes facIlitatIon of foreign bank loans for domestIc customers In addItion. 
several pnvate banks are workmg Jomtly With foreign capItal, espeCIally from the Umted States, 
Europe and Central and South Amenca. 

The o,nly restnctloDS on pnvate banking-foreign and domestic-that eXISt m Nicaragua are 
of a prudential nature. Barners to the entry of new banks must be negllgtble, SlDce four 
new pnvate banks have been launched smce the start of 1994. Domesttc pnvate banks 
regularly faCIlitate foreign bank loans for their customen. Nor does the Government 
lDfnnge the ability of pnvate banks to make theU' own operanonal deCISions, mcludlDg 
mterest rates. Thus, It would seem that a score of 1 (very low restncnons on banklDg) 
should be gIven. 
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Factor #7 Wage and Pnce Controls 

Suggested new score 2+ (Low and unprovmg wage and pnce controls) 
Ongmal score 3-Stable (Moderate level of wage and pnce controls) 

Apart from publIc utIhtles (water, energy, commUnICatIons), medicmes and transportation 
services, pnces for goodl> and services are detennmed by market forces In NIcaragua (FIgueroa, 
1995, Tello, 1994)5, the only addItional exceptions bemg locally-refined sugar, mIlk, beer and 
soft dnnks Pnces m these areas are negotIated Wlth producers, although pnces at the consumer 
level sometImes vary from those offiCially establIshed In the transportatIOn sector, the 
Government IS mterested m seemg enough profitabIhty to msure that the owners of preVIOusly 
pubhc sector-owned transport velucles can repay the loans fmancmg their purchase of these 
assets In the area of petroleum pnces, the Government has set the stage for complete pnce 
hberahzatlon as part of Its program to promote free pnvate sector operatIOns m the unportatlOn 
and marketmg of petroleum products at the wholesale and retaJ.llevels Earher thts year, the 
Government freed all petroleum product pnces, except for diesel, kerosene and hqUld natural 
gas, thus, pnces for regular and super gasolme, aViatIOn gas and other fuels and lubncants are set 
by the market 

In general, the system of stnct and permclous pnce controls mhented from the preVIOUS regIme 
has been dismantled BasiC gram producnon IS a major case 10 pomt It prOVIdes the lIvelIhood 
for small farmers, whose mcome posslblhnes were parttcularly undemuned by the old system 
Now, no controls whatever are In place for basIC grams (FIgueroa, 1995, as preVIOusly Cited) In 
addItIOn, a commodltles exchange, dealmg Wlth both spot and futures contracts, has been 
launched by the pnvate sector to reduce mformatlon unperfectlons affecting basiC gram 
productIon and marketmg The pnvatlzatIon of some basiC grams storage and treatment fac1l1tles 
15 one Government contrIbutIon to Improvmg the transIDlSSlon of market SIgnalS m the baSIC 
grams sector 

WhIle a mmunum wage does eXIst by law, It has for several years been much below the market 
rate for labor It IS thus not relevant for pnvate sector econOmIC declslon-makmg Further, the 
labor code IS bemg modermzed WIth an eye to makmg wage determtnatlOn and the condmons of 
employment more fleXible An attempt last year by the Assembly to legIslate ImpedIments to 
freely negotiated wages and conditIons of employment met WIth a PreSIdentIal veto A reVISIon 
to the code IS bemg negotIated WIth the Assembly In any case, real wages m Nicaragua have 
been decreasmg Since at least 1992 (Tello, 1995)6 In response to market pressures, undersconng 
the econonuc urelevance of the muumum wage 

S FIgueroa, E , 1995, "La Desregulaclon de los Granos BaslCOS en NIcaragua 1990-1994 tI, 
Proyecto NEPAI-USAID, Tello, M D, 1994, "Infonne Teemco para el Programa de Desarrollo 
de NIcaragua,tI Proyecto NEPAI-USAID 

6 Tello, M D , 1995, "La Nueva Encuesta industrIal Metodologla y Resultados, 1992-1994, tI 
Proyecto NEP AI-USAlD. 
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In lIght of the above steps, we believe the prevIous score of 3-Stable should be raIsed to at 
least 2+ (Low and ImprovlDg wage and pnce controls) 

Factor #8: Property RIghts 

Suggested new score 3+ (Moderate but mcreasmg protection of pnvate property) 
Ongmal score 4-Stable (Low level of protectIon of pnvate property) 

The sanctIty of property nghts IS central to the market-dnven model of development pursued by 
Nicaragua, mcludmg clauns to real property Unresolved real property questIOns constItute a 
major Impediment to mcreasmg the mvestment needed to mcrease productIon, employment and 
Incomes Upon assummg office m 1990, dus Government mhented a chaotIc system of property 
claImS and counter-clanns, chsastrously weakened pubhc adnumstratIve systems, and a dIVIded 
body polItIC A major program of pnvatlZatIon of state-owned enterpnses and econOIDlC 
hberaltzatIon was one of the first lDltIatlves of the new Government. The first step to resolvmg 
real property chums was to estabhsh mechanIsms for recordmg the mterests of claImants, pass on 
the adnuSSlbdlty of therr claIIDS, and mstltute proceedmgs agamst those who Illegally occupy 
propertles Either because of a lack of knowledge of the admJDlstratlve mechanIsms so 
established, or through a fear of repnsal, claunants were slow to come forward at the begInnmg, 
some claImants are just now emergmg 

Because of the dtrect econOII11C and SOCIallll1Pacts of pendmg property questIons, the 
Government IS fully engaged m eqwtably resolvmg all recorded property disputes TIns Includes 
defImtIvely resolvmg tItle questIons for over 70,000 agranan reform benefiCiary fanuhes 
(affectIng 25 percent of arable land), over 11,000 house ownerslup clauns, title to over 90,000 
urban lots, and the clauns of over 5,000 mchvtduals and corporatIons mvolVIng almost 16,000 
assets The SIZe and compleXIty of dus problem are dauntmg 

Nonetheless, as of June 30 oftlus year, the Government has adnlJDtstratlvely resolved all but 
5,030 of the 117,178 recorded clauns (96% complete) Much remams to be done, however, to 
get defImtIve tItles Issued, negotiate compensatIon m those cases where propertIes cannot be 
returned, and correct the abuses of the law cormmtted by some present occupants of real 
properties We are workmg to strengthen technIcal, legal and admJDlstratIve constraInts to more 
rapid progress, includIng espeCIally expandmg tItle Isswng/recorded faCIhtIes and the capacIty of 
the prosecutonal and judictal systems to handle the legal aspects of resolutIon Nicaragua IS now 
a member of the InternatIonal Center for the ResolutIon of Investment Disputes, whIch we 
believe WIll asSist the eqwtable resolution of property questIons that are not resolved by dIrect 
negotiatIon The clauns ofU S and other natIons' CItIzens are recelvmg pnonty attentIOn In thIs 
process 

We estunate that $650 nulhon dollars of compensatIon wIll eventually have to be paid as part of 
the process of resolVIng property disputes, and have deCided that the proceeds of pnvatlzmg the 
telecommUDlcatIons enterpnse and several other major propertIes WIll be dedicated to fmancmg 
compensatIon bonds In addItIon, these bonds have the backIng of the full faIth and credIt of the 
repubhc, provIsion for mterest payments Will contInue to be mcluded m future budgets 



Pnvate usurpation and uncompensated official expropnatIOns of pnvate propertIes are illegal m 
NIcaragua, and the recently promulgated Constitutional reforms strengthen the secunty oftttle 
and prohIbit confiscation It IS the Government's mtentIOn that the corrections It IS pursumg of 
past abuses be Irreversible 

In view of the solId progress already obtained In resolving the overall property question 
and the Constitution reforms recently enacted, the Government beheves that a score of 3+ 
IS a more reasonable rankmg, whde It reaffirms Its dedication to prOViding equitable 
solutIOns to all past abuses. 

Factor #9- Regulation 

Suggested new score 3+ (Deregulation of econonuc actlvlues IS ImprOVIng) 
Ongmal score 4-Stable (HIgh level of regulatIOn) 

Smce 1992, the speed of the deregulation of markets and transactIOns has been mcreasmg (World 
Bank, 1994, Figueroa, 1995, Tello, 1995a) 7 The Government has created a specIal mstltutlon 
for that purpose (the Deregulation Urnt at the Muustry of Economy) and has passed modem 
legislation m a number of fields deSigned to release the power of pnvate lDltIatIve to mcrease 
econOIDlC efficiency Over the last couple of years, scores of regulatory decrees and other 
regulauons have been elumnated PnvatlZatlon Itself IS a major step to freemg economic 
deCISIOns from State control The reduction of mmtstenal dlscretIonahty (cited above) Wlll, WIth 
time, also mcrease the clarIty Wlth winch the pnvate sector perceives the "rules of the game n 

Because the level of regulation does not constitute a generahzed real constramt to pnvate 
sector economic activity, the score m thIS area should be changed. However, the 
Government IS conscIous of the fact that perceptIon lags reality. Untd that perceptIon 
catches up With reahty, a score of3 should be glVeD; a tt+" should be added to note that 
thlDgs are ImprovlDg on thIS front. 

Factor # 10: Black Market 

Suggested new score 2-Stable (Very low black market actIVity) 
Ongmal score 5-Stable (Very Ingh level of black market aCtIVIty) 

Up to now, no study has prOVided data on the extent of black market operatIons m Nicaragua. 
However, from labor surveys and studIes, some mdtrect mformatlon can be gleaned about the 
mfonnal economy, mto which black market actIVitIes presumably feed One recent survey of the 

7 Ibid footnotes 3 and 4 See also Tello, M D, 1995a, "Caractenmcas del Sector Industnal 
en Nicaragua 1990-1994," Proyecto NEPAI-USAID 



labor market (MITRAB, 1994)8 pomts out that 53 percent of the total urban labor force IS 
engaged m mformal sector productive activities, With the mfonnal sector bemg defined 
essentially as those enterpnses employmg less than 5 workers, whether legally regIstered or not 
However, the output estunated to be produced by the mformal sector In some hnes of ecovomlC 
actiVIty IS less than 10 percent of the total output of the sector (Tello, 1995t 

But Informal econOmIC actIVity IS not "black market" In and of Itself, "black market" by 
defirution COnsiSts of outlawed actiVIties The major Illegal actIVIties present m NIcaragua are 
smugghng and the under-reportIng of profits, winch eXist because customs duties and mcome 
and sales taxes are sigruficant As discussed In the sections dealmg With trade and taxes, customs 
dutIes and taxes are often exonerated as part of the Government's efforts to favor small producers 
or certaIn sectors, such as cooperatives and fanners TIus, of course, causes legItImate 
complamts that some economic agents receive preferentlal treatment and can compete on 
unequal terms With larger compames GIven the small SiZe of the market m NIcaragua, the 
openness of Its frontIers, and the undeveloped state of Its tax collection structure, IncentIves eXIst 
to engage In these ll1egal actlVItles 

The questIon remams one of how unportant these acUVltles are relattve to GOP, as that IS how 
tins factor IS scored One basiC problem IS that Nicaraguan GOP IS Widely regarded as bemg 
slgruficantly under-estunated1o, such that the raUo of tax collections, for example, to GDP IS 

over-stated In thts case, It IS unhkely that customs duues and mcomes/sales taxes that are 
1llegally not patd exceed 5 percent of recorded GOP (and less of real GOP) Although no fonnal 
study of evasion has been undertaken, the Inter-Amencan Development Bank and the World 
Bank are prOViding assistance to ImprOve customs and tax adnurustratlon, Includmg the 
estunatlOn and reductlon of evasiOn. The Government IS keenly aware that expandmg the tax 
base Will allow the reductlons m tax rates that are necessary to give incentives to greater 
voluntary comphance With tax leglslat1on. 

Other Illegal actlvltles, such as copynght mfnngement on audto cassettes, are on a small scale, 
and are due more to the need of the mformal sector to have the low pnces reqwred to sell goods 
(Incomes typically have fallen greatly With economic stablhzatlon and structural adjustment) 
than being the result of government mterference In goods markets 

In lIght of the nature and relatively low level of illegal actiVIties m Nu:aragua, the score for 
thIS factor should be much reduced. While a case could be made for a score of 1, a score of 
2-Stable wi)uld qlso be understandable m bght of the Gov~mmentts mablhty to protect all 
legttJmate pnvate sector concerns. 

8 MITRAB, 1994, "La Situacion del Mercado Urbano en NICaragua 1993" 

9 Op CIt footnote 4 

10 World Bank, 1994, op CIt., P 4 


