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.. PRESENTATION 

The events occurring in Nicaragua in recent years have increasingly 
attracted the attention of the international community, particularly 
in 1978, when they culminated in a full-fledged popular insurrection. 
This uprising, which received wide publicity in the mass media, was 
bound to have direct repercussions on the evolution of the Nicaraguan 
economy, already affected by problems that had been accumulating for 
many years and which culminated in the virtual paralyzation of produc-
tion and public and private investment, an enormous drain of foreign 
exchange and the disruption of most economic activities with the out-
break of the war.—^ From May to July of the current year, the. armed 
conflict caused a huge loss in human lives and material goods and the 
almost total interruption of normal agricultural activities, which are 
the sustenance of the Nicaraguan economy. 

This is not the first time that the Secretariat of the Economic 
Commission for Latin America submits a report dealing ̂ ith an extraordinary 

2/ 

event in a Central American country.— This occasion, however, differs 
from the others by virtue of the extent of the losses in human life and 
material damages. Furthermore, the systematic drain of foreign 
exchange occurring in the Nicaraguan economy in recent years, the 
virtual paralization of productive activities, the considerable and 
still not totally repaired damages caused by the 1972 earthquake, and 

1/ See nicaragua: He tas pars el Estudio Econ óviieo de Argírica 
Latina. 1978 (CEPAL/MEX/1003/Rev.l), June 1979. 

2/ See CEPAL, Informe sobre los darlos y repercusiones del terremoto 
de la ciudad de Managua en la economía nicaragüense 
(E/CN.12/AC«64/2/ítev.l), January 1973; Informe sobre los daños y 
repercusiones del huracán FS.fi en la economía hondurena 
(E/CEPAL/AC.6>7/2/Rev.l), October 1974; and Dafios causados por el 
terremoto de Guatemala y sus repercusiones sobre el desarrollo eco-
nómico y social del pais (CEPAL/MEX/76/Guat.l), February 1976, 

/the natural 
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the natural disruption of the public administration brought about by the 
sudden change of government in July all augur an adverse economic 
situation for Nicaragua unprecedented in the recent history of any 
Central American country. This is patently borne out by the fact that 
the per capita income for 1979 will barely reach the level recorded 
for 1962„ 

Fortunately the picture is not entirely negative. Firstly, 
Nicaragua has the opportunity of a better use of its relatively abundant 
resources, particulary in relation to its small population. Secondly, 
the fact that the popular insurrection was successful in mobilising the 
efforts of large segments of the population towards attaining common 
objectives may be mobilized to provide decisive impetus to activities 
related to the future reconstruction, transformation and development 
of the country. Thirdly, the fact that a significant area of community 
property has been established by the measures adopted by the new 
Government of National Reconstruction since its assumption of power, 
should facilitate the peaceful transition to the mixed economy announced 
as one of the essential goals of the Government in its Official Programme. 
(See Annex 1 to this note)» Lastly, a few days after it assumed power, 
the Government of National Reconstruction shotted convincing evidence of 
its capacity to recover control of the public administration rapidly and 
efficiently despite the abnormal circumstances prevalent in the country. 
The return to a certain degree of normality has been surprisingly rapid. 
The sudden change of power has been orderly, and peaceful as well once 
hostilities had come to a close. These favourable factors suggest that 
if Nicaragua receives the international co-operation it needs within a 
reasonable amount of time, the prospects for recovery and subsequent 
development and economic transformation are encouraging. However, such 
co-operation will have to be received as quickly as possible in order 
to avoid even greater suffering for the Nicaraguan people. 

The objective of this document is to facilitate the mobilization 
of international technical and financial co-operation as required by 

/Nicaragua 



l i i i O T E S A l U S i e K S BKiCAS K E X I M 
~ ix -. 

Nicaragua, through a special meeting of the Committee of the Whole of 
the Economic Commission for Latin America, which the Nicaraguan 
Government of National Reconstruction has requested to be convened as 
soon as possible. This meeting would examine the type and extent of 
co-operation to be provided and propose the most expeditious means 
for its timely and rapid mobilization. This document also complies 
with the special instructions of the SecretaryrGeneral of the 
United Nations, who, on 30 July, in answer to the urgent request for 
co-operation received from the Nicaraguan Government of National 
Reconstruction, asked all the departments of the Secretariat and the 
United Nations specialized agencies to study the means of fulfilling 
as rapidly and efficiently as possible Nicaragua's requests relating 
to its emergency programme and its programme for the rehabilitation 
and reconstruction of the country,. On the same occasion, the 
Secretary-General appointed the Assistant Administrator of the 
United Nations Development Programme to make contact with Nicaragua!) -
authorities in order to identify initial requirements In external . .... 
co-operation, and this document is also .designed to assist 
in fulfilling that objective. 

The report is divided into three parts, plus a summary. The 
first paTt provides information on the recent past that should facilitate 
an understanding of the events that have taken place and provide an idea 
on the magnitude of the social costs that these events have entailed 
for the Nicaraguan people. To this end, reference is made to the 
salient characteristics of the evolution of the economy since the Second 
WorldWer, end especially in the present decade, and to the critical 
background against which these events have taken place. A very preliminary 
estimate is also made of the human losses and material costs resulting 
from the armed conflict, although it should be pointed out that for 
obvious reasons the criteria of celerity has had to take precedence 
over precision in formulating these estimates. Attention is also given 
to some of the probable repercussions of the situation referred to above 

/on the 
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on the evolution of the Nicaraguan economy in the near future. The 
second part describes, again very succinctly, the priorities adopted by 
the new Government of National Reconstruction and the first steps it 
has taken to launch its Programme. This section identifies priority 
areas susceptible of receiving financial and technical assistance from 
the international community. Lastly, the third part is essentially 
directed toward that community, since it suggests certain requirements 
for external co-operation within the framework of the priorities that 
the Nicaraguan Government intends to establish. 

In order to prepare this report, the CEPAL Secretariat sent a 
mission to Nicaragua for two weeks to collect official information, make 
field visits and carry out small-scale surveys as a means of estimating 
the extent of the damages suffered. This work was supported bv the 
United Nations Development Programme (UNDP), and the mission was assisted 
by certain specialized agencies within the United Nations System - T?AO» 
UNICEF, UNESCO, PAHO, OTP, ITU and ILO - as well as'the Permanent 
Secretariat of the General Treaty for Central American Economic 
Integration (SIECA). Full collaboration from the authorities of the 
Nicaraguan Government of National Reconstruction, without whose help 
it would have been Impossible to prepare this document, was also received 
at all times. 
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Part One 

ORIGIN, OUTCOME AND CONSEQUENCES OF THE PROCESS 

I. THE GENERAL FRAMEWORK 

1. Historical background 

During the 1950's, and especially during the 1960's, the economy of 
Nicaragua was a typical case of what has been termed Latin American 
"peripheral capitalism". On the one hand, it showed exceptional 
growth - although accompanied by heavy cyclical variations - supported 
by rapid diversification and expansion of the agricultural and industrial 
sectors, which in turn was reflected in a substantial growth of exports. 
On the other hand, all available indicators suggest that the benefits 
of such expansion and diversification were distributed in a very uneven 
manner. Only one very generalized study is available on the distribution 
of income, which will be referred to later on, but empirical evidence 
indicates that the Nicaraguan economic model tended to concentrate 
income or at least exclude large strata of the population from the 
benefits of technical progress. 

The Gross National Product grew at a real average rate of 5.6% 
during the 195C?s and at a rate of 6. TL during the I960* s - the most 
dynamic recorded in all of Central America. (See Table 1.) Thus, 
whereas Nicaragua's per capita GNP in 1950 accounted for 10.87«, of 
the product of the region as a whole, in 1965 this figure had increased 
to 13.77.. 

Two principal factors were instrumental in contributing to this 
increase. First, during the first half of the 19501 S, efforts were 
initiated to take better advantage of the country's wealth of natural 
resources by means of rapid expansion of the cultivation of cotton, 
whose production was stepped up from 3 300 tons in 1950 to 125 000 tons 
in 1965. This expansion waa accompanied by the development of other 

/Table I 



Table 1 

NICARAGUA: PRINCIPAL DEi'OGRAPHIC AND SOCIOECONOMIC INDICATORS 

1950 1960 1965 1970 1975 1976 1977 1978 1979 1980 

Demographic indicators (-thousands) 

Total population 1 076 1 411 1 613 1 836 2 162 2 244 2 325 2 409 2 479 2 568 

Urban 
Rural » • » 

• » » 

e *• 
838 
998 

1 089 
1 073 

1 150 
1 094 

1 206 
1 119 

1 265 
1 145 

• » • • • • 

»» • 

Economically active population M* • » » 491 548 655 683 714 740 761 789 
Basic economic indicators 

Grcss domestic product (millions 
of dollars at 1978 prices) 485 640 1 335 1 508 2 035 2 185 2 305 2 147 1 609-/ 1 902-

Agriculture 
Manufacturing 
Constructions 
Other sectors 

211 
40 
11 

223 

196 
. 105 

16 
523 

342 
205. 

- 38 
750 

357 
302 
49 

900 

474 
402 
93 

1 096 

490 
416 
102 

1 177 

494 
448 
104 

1 259 

529 
450 
61 

1 107 

465 
332 
29 

783 

480 
371 
58 

993 
Gross domestic product per capita 
(millions of dollars at 1978 prices) 451 595 •898 876 955 974 991 891 649 741 
Exports of goods (fob) (millions cf 
dollars) * » * 63 149 179' 375 542 637 646 576 579 
Imports of goods (c i f ) (millions of 
dollars) • « • 71 160 199 ' 517 532 762 636 444 582 
Balance on current account (millions of dollars) • • • -8 -22 -38 -184 -39 -172 10 132 -3 
Public external debt (millions of dollars) 22 57 165 637 705 899 1 240 • • • • • • 

Total external debt (millions of dollars) - • • • • « • * * * • « * « * » • • • 1 504 • • • » » * 

Total external debt per c?piia (dollars) - • • « • • • • • • " • • • • • • • • • 624 • • • • • * 



Table 1 (Conclusion) 

1950 1960 1965 1970 1975 1976 1977 1978 1979 1980 

B» Basic economic indicators (Conclusion) 

Met international reserves (millions of dollars) » » » n 28 , 7 16 56 -1 -225 • * • 

Central Government 

Current income (millions of dollars) 
Operating expenses (millions cf dollars) 
Current account surplus or deficit (millions 

of dollars). 
Capital expenditures (millions of dcllars) 
Total surplus or deficit (millions of dollars) 

• « » 
• • » 

• » 0 • # * 

• * » 

243 
215 

28 
56 

-28 

444 
308 

136 
124 
13 

582 
492 

90 
165 
-75 

1 323 
1 102 

221 
877 

-656 

1 527 
1 210 

317 
813 

-496 

1 796 
1 539 

257 
1 301 

-1 044 

1 621 
1 979 

-358 
1 203 

-1 561 

1 155 
2 056 

-901 
216 

-1 117 

1 758 
2 243 

-485 
931 

-1 416 

C. Social indicators 

Population suppli ed. wi th drinking water (thousands) • « » 79 100 190 279 326 364 • • • ti* • * • 

Number of hospital beds (per each 10 000 inhabitants) • • • • « • « * • »« » 23.6 22.6 22.1 • • » • • • 

Medical personnel (per each 10 000 inhabitants) • • » • » • » • • 5.7 6.6 6.4 * • • * « • « • • 

Dentists (per each 10 000 inhabitants) • • « « • • • • • 0.7 ' 0.7 0.8 • • • • • • 

Nurses (per each 10 000 inhabitants) • » • • • » • « • * « • 2.5 - 2.6 2.9 « e » # • « • • • 

Population receiving services of the Nicaraguan. 
Social Security Institute (thousands) . • * » • « « « • * • • • 179 182 •195 it* • • • • 
Literate population/total population (percentage) .38.4 ' » • • 49.6* 57.5^ • • • • • • • * « • • • • • • • 

Source: CEPAL, based on data furnished by the Central Hank of flicaragua; and UNESCO, with respect to the l iterate population. 
s j ' Hypothesis formulated by the Central Bank of Nicaragua on{heassumiption that economic reactivation will not commence- before 1980. If such reactivation should 

take place at the end of 1979,. the total amount of the domestic product at 1978 prices would be 1 717 million dollars at 1978 prices and 2 0 29 million dollars 
at 1978 prices in 1980. \ 

b/ Figure for 1963. 
ci Figure for 1971. 
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agricultural exports such as coffee, sugar cane, and meat, and, in recent 
years, bananas. Secondly, within the framework of the Central American 
Common Market, Nicaragua was able to promote a number of manufacturing 
activities aimed at .supplying regional demand. The coefficient 
of industrialization moved from 13% in 1960 to 19% in 1970, and a 
certain degree of specialization was achieved within the regional 
framework, especially with regard to agro-industries (powdered milk), 
the chemical industry (soda-chlorine, insecticides and PVC) and the 
metal manufactures industry. 

The rapid expansion of productive activities required considerable 
investment, both public - in the form of physical infrastructure -
and private. The ratios of public and private investment to GDP increased 
from 4.4% and 10.2%, respectively, in I960, to 6.6% and 13.2% in 1970. 
A growing, but still modest portion of such investment was provided 
by external financing, since internal savings had grown at a slower 
pace than overall investment. 

The role played by the Nicaraguan public sector was a relatively 
modest one. The Central Government's expenditures were maintained 
close to 12% of the gross domestic product during the entire period 
under study, and if the expenditures of public decentralized agencies 
are added to this figure, the proportion comes close to 20%. The 
relation of the receipts to GDP was relatively low in 1960 - around 
9.2% - and did not increase during the entire decade. 

The phenomena described above are also reflected in the balance 
of payments. The total value of exports increased threefold between 
1960 and 1970, from 63 million dollars to 188 million dollars; that 
is, at an annual cumulative rate of 11. 57a. The proportion of inputs 
required by an economy in rapid expansion and the consumption patterns 
of the higher income groups in emulation of those of economically 
more advanced societies contributed to the fact that imports grew at 
the same rate, but the country therefore only resorted to external 
financing to a modest degree to cover its deficits. (See Table 15) 

/In summary, 
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In summary, the Nicaraguan economy was both quantitatively and 
qualitatively very different in 1970 from what it had been during the 
immediate postwar period, although it continued to be an economy highly 
susceptible to the vicisitudes of the international economy. It had 
grown at rates that may be considered rapid in comparison with Latin 
American averages, and significant diversification had been achieved 
as concerns the productive apparatus, both within the agricultural 
export sector - which continued by far to be the central element that 
explains the evolution of the country's economic activity - and at the 
intrasectoral level. Evidently the emerging entrepreneurial croups 
knew how to take advantage of the potential offered by the country's 
wealth of agricultural resources and by the broadened market provided 
by the Central American integration process. Economic policy was 
characterized by moderation and wholehearted support to the functioning 
of the market, with ¿eT.7 organized oocicl pressures and cbility by 
the Government apparatus to resist such pressures. In consequence, 
the relative participation of public income and expenditures in the 
GDP was moderate, despite a slight rising tendency. It is therefore 
not surprising that the situation described developed within a 
framework of great monetary and financial stability and with prudent 
levels of external indebtedness. 

Nevertheless, as previously pointed out, the fruits of the 
growth described were distributed very unevenly, and the concentrating 
pattern prevalent in Nicaragua was of a very particular kind, since 
the generation of income and ownership of the means of production was 
the domain of a small number of economic and financial groups, one of which 
was directly linked to the centres of political power. The fact that 
large segments of the population were excluded from the benefits of 
growth Is demonstrated, for example, by certain social Indicators. 
Although the percentage of literacy recorded in official statistics 
increased between 1950 and 1970 from 37.4% to 53.17», it continued to 

/be among 



be among the lowest percentages in the region.—' Likewise, certain 
health indicators, such as life expectancy at birth, infant mortality 
and the morbidity rate of infectious and contagious disease, compared 

2/ unfavourable with Latin American averages.- Furthermore, despite 
the dynamic expansion of productive activities, in 1970 open unemployment: 
hovered around 12% in urban areas, with estimates as high as 2270 

3/ 
in rural areas.— Other research has revealed that real average 
salaries were subjected to minimum variation during the entire decade 
of the I960"s, so that real 1970 salary levels were identical to those 
recorded for 1961.-^ Lastly, deficits in housing, access to drinking 
water and sewage facilities were again much greater than regional 

5/ averages.-

2. The 1972 earthquake aod the evolution of the Nicaraguan 
economy during the presejit decade 

Much as the other countries in Central America, Nicaragua also had to 
face certain very particular problems during the 1970'c that had not 
arisen » at léast not to such extent - during the previous decades. 
These problems are essentially related to the reordering of the 
international economy and to the rise in oil prices decreed by the 
oil-exporting countries. For the first time since the postwar period, 
Nicaragua was subjected to an inflationary process of soma intensity 
that doubtless aggravated the already disparate distributive structure. 

1/ CE PAL,"Desarrollo y policica social en Centroamérica (CEPAI./MEX/ 76/11) , 
August, 1976. 

2/ Pan-American Health Organization, Las condiciones de salud en las 
Américas, 1971-1973. 

3/ Central Bank of Nicaragua and Ministry of Economy, Industry and 
Commerce, Datos da la tercera encuesta de situación del etaplso, 
Managua, 1975; and "siECA, El desarrollo integrado en la presante 
década (Guatemala City, October 1972"), pp. 28-29 of the edition 
published by INTAL. 

4/ Pedro Belli, Central American Business Administration Institute 
(INCAE), March 1978. 

5/ Las condiciones de salud en las Americas^ 1971-1973, og. elt. 

/For exataple, 
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For example, it is estimated that the real average salary suffered an 
erosion of 14% between 1970 and 1975«-^ Although the country 
benefited for a few years from the rise in prices of its principal 
export products - sugar, cotton, and later, coffee - it was definitely 
harmed by the rise in the price of oil, an imported product which 
is used for generrting more than 70% of the country's electric power. 
This obstacle was compounded by international inflation and the 
devaluation of the dollar (the currency toiihich the cordoba's parity-maintains 
w a s cíe facto fixed) with regard to European and Japanese currencies. 
In addition to these circumstances, which were largely originated 
abroad, Nicaragua suffered, exceptionally poor rainfall patterns in 
1972, 1975 and 1977, which affected the production of soma farm products, 
especially that of basic grains. 

However, it was the earthquake that destroyed the city of 
Managua in December 1972 that marked a definite break with the country's 
economic past.-'' This natural disaster and its aftermath had 
consequences both on the Nicaraguan economy and on the conduct of 
economic policy that significantly heightened the previously mentioned 
tensions already present at the end of the 1960'c. 

Although it is true that reconstruction activities, which were 
fomented by substantial external income received between 1973 and 
1973,contributed to relatively dynamic economic expansion during 
those years, very likely, the earthquake itself affected the 
various population strata in Managua very differently, since it 
was most merciless on low-income groups living in slum areas or In 
poor quality housing that was totally destroyed, thereby aggravating 
the already unequal distribution of income. More significant still, 
for the Nicaraguan economy after the earthquake, were the phenomena 
related to reconstruction. 

6/ Central American Business Administration Institute (IilCAH)> o£. cjLt. 
7/ Informe sobre los daños y repercusiones del terremoto de la ciudad 

de Managua en la economía nicaragüense, op. cit. 

/The Central 



The Central Government had increased its expenditures to a 
considerable degree without a corresponding increase in revenues. 
The loans contracted to cover the initial reconstruction expenditures, 
and later on the increasing deficit, were largely financed by means 
of external credit, often obtained under commercial conditions in 
private capital markets. Consequently, in the middle of the present 
decade, Nicaragua had the highest level of public foreign indebtedness 
of all the Central American countries, and the least favourable debt 
structure in the region. Ac, an illustration, the expenditures of the 
Central Government had increased from 6C0 million córdobas in 1970 
to 1 680 million in 1974, whereas the deficit rose from 73 million 
to 340 million córdobas during the same period. 

The above phenomena could have bean acceptable if the greater 
expenditures would have been channeled towards reconstruction activities, 
to stimulating productive activities and to provide the basic needs 
of the population. Some doubts exist, however, as to the justification 
of a» least part of these outlays. It is obvious that the damages 
caused by the earthquake in Managua are far from being repaired, and 
that other investments have been directed towards luxury buildings 
and other infrastructure of socially low yields. Other funds were 
channeled towards individuals through the banking system without 
establishing adequate controls and supervision, with the result that 
such resources were not always allocated to objectives cf a priority 
nature. Likewise, substantial purchases of equipment were made abroad, 
although the type of machinery and the magnitude of these imports were 
not always compatible with the objectives of reconstruction or with 

8/ 
development programmes.— 

Abundant evidence also exists that the reconstruction programme 
lent itself to a considerable amount of speculation, particularly with 
regard to the buying and selling of land, and to irregular procedures 
8/ See Nicaragua: Notas para el Estudio Económico de América Latina, 

1977 (CEPAL/MEX/78/4), p. 33. 

/in the 
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in the contracting of goods and services. In addition, the controversy 
that erupted among various business groups vying for participation in 
reconstruction programmes assumed political overtones when the group 
linked to the centre of power lost the support of part of the 
organized private sector because it sought to monopolize such programmas. 
Meanwhile, there was increasing hostility towards the Government 
because it had allegedly not attended to the damages caused by the 
earthquake with the speed demanded by the situation. 

The aftermath of the reconstruction period - which, it must 
be emphasized, has still not yet concluded - merged into a period 
of increasingly intense civil disturbances, which, in turn, led to 
virtual stagnation of private investment in 1975 and to its decided 
decline in 1978. The Central Government, perhaps with the intention 
of counteracting the sluggishness of private investment and simply 
to maintain the high level of spending it had grown accustomed to in 
the immediately preceding years continued to increase its expenditures, 
- in part to meet growing financial obligations caused by the foreign 
debt, both in interest and loan amortization - which rose from 
2 100 million córdobas in 1975 to 3 086 million in 1978. While the 
economy was stagnating, tax income increased at a very low rate, and 
deficits grew from one year to another until they surpassed 1 200 million 
córdobas in 1977 (5.8% of the gross domestic product). Thus, the 
public debt, largely of external origin and increasingly dependent on 
private credit sources under commercial conditions, began to absorb a 
substantial portion of the foreign exchange generated by the export 
sector. 

With reference to the balance of payments, the high level of 
public spending and the requirements of reconstruction were linked 
to a large increase in imports, which was further compounded by a 
generalized increase in the prices of goods and services acquired abroad. 
During the period 1970-1972, the import value of goods and services 
was on the order of 240 million dollars per year, a figure that rose to 

/425 million 
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425 million dollars in 1972 and 600 million dollars a year during 
the following three years, until it reached 850 million dollars in 1977, 

With the exception of one year (1976), in which the exceptional 
price of coffee counteracted the tendency towards deterioration in 
the terms of trade, the country has experienced considerable deficits 
in its current account that have amounted to some 107« of the gross 
domestic product in recent years. 

In summary, towards the end of 1977, the principal features of 
the Nicaraguan ecoiiotsy were the increasing imbalances in the finances 
of the public sector and in the balance of payments, inflationary 
pressures ••which affected the low-income groups of the population 
most severely » virtual stagnation of private investment and ever 
greater problems associated with the country's capacity for incurring 
foreign debt. 

This panorama, which contrasts with the stability of the 19505s 
arid I9601 s, had far-reaching and extremely varied repercussions. 
Furthermore, reconstruction activities became the Government's principal 
focus of attention during this period, and the many struggles that 
took place to participate in such activities created deep divisions 
in parts of the Nicaraguan society. 

3. Recent events 

The civil disturbances that had influenced certain political phenomena 
in previous years took on a new dimension in early 1978. The popular 
insurrection gradually spread throughout the year and eventually flared 
up in September in armed conflict - intense but still localized - that 
resulted in a high cost in human lives and material damages. It was 
not long before the repercussions of these events were felt on the 
evolution of the economy. 

Despite a favourable agricultural cycle made passible by the 
most abundant rainfall in the present decade, the economy entered into 
a period of deep depression. The difficult situation regarding the 

/Central 
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Central Government's finances and the balance of payments worsened 
dramatically during the year. Regarding the former, the collection 
of taxes diminished drastically, despite a tax reform law that had 
come into effect in the second half of the year, essentially because 
of the decreased economic activity and the indirect consequences of 
the insurrection. Although the Government was forced to restrict :its 
capital expenditures, such was not the case with its operating expenses, 
since it was faced with allocating increased amounts for paying the 
debt service and with the ever increasing financial implication of 
the internal conflict, which, in its purely military aspects, was 
assuming more and more the proportions of a conventional war. The 
treasury deficit in 1978 was the greatest on record, and again it was 
necessary to resort to external financing to cover it. As regards the 
balance of payments, although imports were notably reduced, thereby 
resulting in a moderate deficit in the current account, the political 
situation induced a heavy outflow of private capital that the government 
failed to stem until late September. At that time, a relatively liberal 
currency control - of doubtful effectiveness - was imposed, but only 
when the country had lost more than 220 million dollars in monetary 

9/ 
reverses through capital flight.— 

The rapid decline of economic activity - it is estimated that 
the gross domestic product dropped by 7% in 197G - and the outflow 
of private capital in turn resulted in a sharp drop in monetary and 
time deposits, a situation that was partly offset by a rapid Increase 
in the amount of currency in circulation. Thus, despite the substantial 
increase of domestic credit to the public sector, the loss in 
international monetary reserves and the reduction in deposits diminished 
the money supply (M2) by 9%. 
9/ The lack of control in this area was a matter of public knowledge. 

Even after the most severe measures, which were applied subsequent 
to February 1979, it was relatively easy to make exports without 
turning over the foreign exchange received in return to the Central 
Bank, or at least by turning over only a part of ouch foreign exchange. 
This led to the significant capital flight described in this document 
and to a "parallel" foreign exchange market that eventually amounted 
to three times the official rate. 

/The trends 
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The trends briefly described above gathered even greater momentum 
and gravity during the first months of 1979, and as a result the 
Government was obligated to adopt a series of economic policy measures 
to counteract the mentioned imbalances which by that time had become 
unsustainable. First, exchange regulations were tightened in February 
by requiring prior deposits equal to 1007» of the value of most imports.. 
Then, in April, the córdoba was devalued by more than 43% and differential 
rates were set for the sale and purchase of foreign currency, in 
addition to multiple purchase rates. The decision was also taken to 
transfer the product of the differential between these rates to the 
Central Government to assist in relieving the fiscal deficit. 

Actually, these measures barely had time to demonstrate their 
efficacy, since the consequences of the political unrest cancelled 
out any impact deriving from economic policy. Imports were already 
stagnated, and thus the only quantifiable effects of the devaluation 
were the sudden rise in domestic prices and the possible contraction 
of exports. In effect, trade and industry lost no time in greatly 
increasing the prices of their products to offset in advance what they 
believed would be the impact of the devaluation; a move which was reflected 
in a rise in the official price index of more than 20% in April and 
May alone, dealing yet another harsh blow to salaried workers. 

As to the contraction of exports, it seems safe to assume that 
exports of manufactured products - at least to the rest of Central 
America - must have suffered a decline, since during the early months 
of the year industrial firms had difficulties in importing inputs 
because of the administrative procedures associated with the foreign 
exchange regulations, and therefore in many cases decided to acquire 
their foreign exchange, easily acquirable on the black market, but 
at higher rates. This situation, which tended to discourage exports, 
became officialized with the establishment of multiple exchange rates, 
which, in fact, became a tax on exports. This measure had a higher 
impact on industries that used a large proportion of imported inputs, 
- whose cost in córdobas increased by 43% - whereas the value of domestic 
currency obtained through exports increased only between 14 and 29%. 

/In view 
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In view of the deep depression into which the economy had 
plunged, and despite the increased revenue obtained from the foreign 
exchange differential referred to above, the establishment of a system 
of retentions of taxes on exports of agricultural products and partial 
récovery of revenue obtained from the new tax measures adopted in 
1978, the revenue collected by the Central Government during the first 
five months of the year was 16% less than that collected during the 
same period in the preceding year. At the same time, the financial impli-
cations posed by the popular insurrection on the Government led to extremely 
high operating expenses (public investment diminished sharply) so that 
a high level of deficit spending continued. The public sector debt to 
the Central Bank alone increased by more than 1 000 million córdobas 
between the end of July 1978 and the end of July 1979. (See Table 20.) 

At the same time, and as the popular insurrection grew in intensity, 
the banking system was subjected to a heavy loss in deposits, while at 
the same time the public and business enterprises sought increasing access 
to credit, apparently to hedge on their losses, in the event that the insurrection 
eventually compelled them to suspend their activities. Thus, wheras demand and 
time deposits fell from almost 2 000 million córdobas in mid 1978 to less than 
1500 million 12 months later, the banking system's credit portfolios 
remained at practically the same level during this period. By 31 July 
1979, the entire system had overdrawn its legal reserves - by some 
630 million córdobas - and owed the Central Bank an additional I 300 million 
córdobas in advances. More than two-thirds of this debt had been amassed 
in the previous 12 months. 

In the final stage of the insurrection» both business firms and 
individuals - particularly those la some way associated with the 
previous régime - sought to convert the liquid assets they still possessed 
into convertible currencies by resorting to the black market and even, 
In the final days, to illegal procedures, which, In some cases, included 
open assaults on banks. These actions, combined with the increasingly 
critical balance-of-payments situation (during the first half of the 
year the Government had already defaulted on its payments to several 
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foreign creditors) led to the depletion of the absolute international 
monetary reserves to less than 3 million dollars at the end of July. 
Official figures indicate that the foreign currency draincge during the 
first six months of the year amounted to some 315 million dollars. 
This amount should be added to the 220 million dollars in capital flight 
of 1978, to give an idea on the magnitude of the drainage on the resources 
of the Nicaraguan economy during the past 18 months. 

- 4. Summary 

In mid 1979 the economy of Nicaragua was characterized by an extremely 
acute contraction in the money supply and a parálisis of the country's 
principal productive activities. This dramatic state of affairs was the 
result of factors that had been accumulating for several years, such 
as the growing financial imbalances within the public and the external 
sectors, the systematic and progressive outflow of the economy's resources 
and the drop in public and private investment as indirect effects of 
the political situation. This means that the new Government of 
Reconstruction receives a deeply depressed economy, a virtually insolvent 
banking system, a disjointed public administration, a huge foreign debt, 
a population decimated by war and enormous material damages. TO all 
the above must be added the interruption of farming activities during 
the final stages of the insurrection, the consequences of which will be 
dealt with in further detail in the following chapter. 

Despite this rather bleak picture, theré is, however, some reason 
for encouragement. Once the most critical phase of rehabilitating the 
economy and reconstructing the damages has been concluded (the mission 
considers that a period of two to three years should be adequate), the 
country will have an excellent opportunity of improving the well-being 
of its entire population. The strengthening arid diversification of the 
Nicaraguan economy during the 1950's and 1960's referred to in thè 
preceding pages, constitute a firm basis upon which to achieve such 
well-being through an improved income distribution. — ^ 

/IO/ A few 
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Jo/ A few very general Indications are provided here to I l lustrate the Government's capactty to 
eliminate Nicaragua's extreme poverty« According to a. study carried out by FAO in I972»* 
In I970, 5$ of the population of Nicaragua received 2£$> of the national Income, whereas the 
poorest of the population received only 1$ of the Income, the intermediate, levels 
receiving the remainder,, Based on this structure, distribution of the national Income for 
1977 1s &hev;n betcw In Teblo'Ao I f I t Is assumed that the public sector, as a result of having 
expropriated numerous business operations belonging to persons linked to the previous government 
and In the highest Income levels In Nicaragua, Is now In a position to transfer a portion of 
this Income to the lowest Income groups without reducing the ratio of savings to Investment, 
the distribution picture would change significantly® Table B shows how the distribution In 
the same year 1977 would have been altered on the basis of the following hypotheses: 
1) the Government receives 5 $ of the Income of the top % group and Z % of the following 
2) half of these-resources - equal to more than 10?» of tire GDP - are used to finance continued 
growth of the economy In the form of Investments} 3) the other half - which may be considered 
to be the "luxury consumption" of the 20?» of the population with the highest Income under the 
f i r s t hypothesis, - Is transferred to the poorest 5 $ of the population, andj 4) the 
situation of the' third segment, which Includes of the population, remains Invariable,, 

As may be observed In Table B , the per capita Income of the poorest sectors of the 
population Increases by 7 $ wlthcut affecting gross domestic savings,, This hypothesis confirms 
one of the points Included In the Governmental Programme with regard to the Importance of 
ef f ic ient management of the expropriated businesses, Inasmuch as only in this manner would I t 
be possible to accumulate surpluses and at the same time Improve distribution of income*, 

Table A Table B 

NICARAGUA: DISTRIBUTION OF INCOME IN 1977 DISTRIBUTION OF INCOME IN 1977 OH THE BASIS 
OF REVISED ASSUMPTIONS 

(Dollars at current prices) 
(0 o i l are at current prices) 

Seg-
ments 

Popúlatlon 
(thousands)** 

GOP GDP 
(ml I Hons)** per capita Variation GOP 

(millions) 
GDP 

per capita 

(1) 
(2) 
(3) 
(4) 

Total 100?» 

116.3 
348.7 
697.5 
|62„5 
3S5*2 

629 
719 
562 
337 
247 

5 409 
2 062 

805 
289 
966 

-2$ 
-I35¿ 
Q?» 

472 
629 
562 
584 

2 247 

4 056 
I 804 

8O5 
502 

•966 

í,; FAO Advisory Group for Central American Integration, Plan perspectlvo oara el desarrollo y la Integración 
de ja agricultura en Centroamárlca (Guatemala CItyHGAFICA 4/72, 1972). 

** Source: Central Bank of Nicaragua» GDP figures at market prices. 
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Once this critical period is overcome, the country disposes of 
sufficient resources, and the Public Sector, assisted by private 
activity, would be in a position to generate enough surpluses to finance 
a more efficient exploitation of such resources and to recover - and 
even surpass - the dynamism of the 1950'sand I960's,but on a more 
equitable basis. 

The co-operation of the international community during the critical 
rehabilitation and reconstruction stage would thus have a twofold objective: 
first, to avoid greater suffering on the part of the Nicaraguan population 
and second, to open the way to far-reaching economic and social development 
for the inhabitants of this Central American country. 

/II. HUMAN 
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IX. HUMAN AND PHYSICAL DAMAGES 

1, General comments 

The most intense phase of the popular insurrection in Nicaragua began 
in September 1978, when a general strike took place, accompanied by 
armed encounters and looting of commercial end industrial establish-
ments. After a relative lull in such activities between October 1978 
and April 1979, disturbances flared up again in May, concluding in the 
general warfare that took place in June and July. 

Most of the fighting took place in the capital city of Managua and 
In Leon, Esteli, Matagalpa, Granada, Rivas and Masaya. (See map.) 
Intensity of the fighting varied from one place to another, although 
the cities of Esteli, Matagalpa, Leon, Managua, Masaya and Rivas 
suffered the most. 

The estimates presented below are based on figures gathered from 
official and private sources and from the International Bed Cross. 
Insofar as possible they were confirmed by on-site visits and, in some 
cases, by interviews and brief surveys. No attempt is being made here 
to vouch that these estimates are exact; however, in the opinion of the 
mission they faithfully reflect the order of magnitude of human and 
material damages caused by the conflict between September 1978 and 
July 1979. 

The most dramatic loss was certainly that of human lives. Material 
damages were much greater in the productive sectors - agriculture and 
industry - and in services - commerce, essentially - than in the country's 
basic infrastructure or capital equipment. 

2. Human damages 
The Nicaraguan population was severely affected during the period of the 
conflict. Some 35 000 people lost their lives, of which 807» were 
civilians, mainly children, women and old people who were not able to 

/Map of Nicaragua 
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escape the bombings. The number of dead is equivalent to 1.5% of the 
total population of the country, a figure that gives an Idea of the 
•intensity of the conflict. ; 

Provisional estimates count between 80 000 and 110 000 wounded, 
of vhich between 40 000 and 60 000 require continuing care for fractures 
or complications deriving from wounds. Several thousand people suffered 
mutilations that will require eventual rehabilitation, and a significant 
portion of the population will require assistance in overcoming thé 
psychological traumas caused by the conflict. Close to 150 000 people 
had to abandon their homes to seek refuge In areas where warfare was 
less intense, some as far away as the neighbouring countries of 
Costa Rica (80 000) and Honduras (50 000). The distress alone that 
such migration caused In families is of considerable magnitude. 

Another impressive statistic refers to the 40 000 children that 
the Government of National Reconstruction estimates have become war 
orphans. Some million people will require food in order to survive, 
and 450' Ô00 of them are children under 15 years of age. Of the one 
million inhabitants who will have to bé fed - until the production of 
food can be initiated after the last harvests toward the end of 1979 
or the beginning of 1980 - almost 400 000 are in Managua and its 
suburbs, and the remaining 600 000 in cities in the interior. 

As is indicated in the section on agricultural production belottf, 
the generalized strikes and the war itself prevented sowing all but a 
small portion of the land that is normally devoted to the production 
of food. Consequently, basic grains are not available to feed the 
entire population. This is further compounded by the fact that the 
grains warehousing system of thë National Institute for Domestic and 
Foreign Trade (INCEI) had on hand only a small percentage of its normal 
reserves when the conflict began. 

Furthermore, the Nicaraguan social welfare system Is Insufficient 
to handle the abnormal burden it has received. As will be seen further 
on, several hospitals and health centres were affected or destroyed by 
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the war, not to mention that even before the conflict Nicaragua had 
approximately only 6.5 doctors, 2.5 nurses and 10 nurse's aides for 
each 10 000 inhabitants, lower than the average for Central America. 
From these figures must be discounted the doctors who left the country 
during the insurrection (some 15% of the total) and the significant 
number of nurses and nurse's aides who were dismissed by thé Government 
before the final stage of the war. Although some of these professionals 
are returning, medical eare is still inadequate. 

There is also a great need for medical supplies, since in addition 
to the increased demand deriving from the war the fact must be added 
that during the insurrection some medicine storage depots were looted. 

Fortunately, as of mid-August no epidemics had broken out, although 
some cases of third-degree malnutrition among children had been detected, 
in addition to thousands of cases of first and second-degree malnutrition. 
Given the present food situation, an epidemic" of measles, for example, 
could cause considerable mortality among children and old people. 
Although no precise figures are available, it may be stated with 
certainty that a shortage exists of polio, measles and other vaccines 
owing to the looting of the medicine storage depots. 

Malaria, which before the conflict was being fought to reduce its 
incidence - more than 10 000 cases in 1978 - is another potential 
threat to the population, since the anti-malaria campaign was dis-
continued last April and a large supply of insecticides has been lost, 
in addition to almost half the number of vehicles that were used in the 
campaign. Moreover, sufficient funds are not available to provide for 
salaries, purchase insecticides and replace the vehicles lost during 
•the war.—^ It is consequently feared that the Incidence of this disease 
may increase substantially, with subsequent negative effects on the 
relatively undernourished population. 

1/ An estimated total of 20.5 million córdobas would be required to put 
this service into operation again. Ten million would have to be 
allocated to salaries for the remainder of 1979; A.5 million to 
replace transportation and fumigation equipment; and the remainder 
to acquire the insecticides required over the following IP months. 
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To summarize, almost 40% of the population was significantly 
affected during the war and the country* s social welfare services are 
being strained to attend to its needs. Problems are therefore emerging 
related to the lack of foodstuffs and child malnutrition, the Insuf-
ficiency of medicines and vaccines, and the lack of an anti-malaria 
campaign, not to mention the irreparable loss of 35 000 Nicaraguans. 

3. Material losses in infrastructure 

Material losses in physical and social infrastructure took place prin-
cipally in the cities of Managua, Esteli, Matagalpa, León, Masaya and 
Rivas. Other areas were affected to a lesser degree. 

Information is provided below on the extent and nature of these 
losses. This presentation is necessarily brief and partial owing to 

2/ 

the natural lack of systematic information available at the present time.— 

a) Housing 
According to an investigación made by the Ministrv of Housing and 

3/ 
Human Settlements,—' a total of 4 200 one-family dwellings and some 
multifamily dwellings suffered partial or total damage during the war 
in an approximate area of 210 000 square meters in the eight principal 
cities. It is estimated that it will cost some 375 million córdobas to 
replace them, in addition to the cost of demolition and clearing of 
debris, which is estimated at an additional 10 million córdobas, making 
a total loss of 385 million córdobas in damages to buildings. (See 
table 2.) 
2/ In the present chapter, losses are given in Nicaraguan currency, the 

córdoba, whose official rate of exchange is 10 to the dollar. Table 11, 
which provides a summary, is presented in U.S. dollars. 

3/ See, Ministry of Housing and Human Settlements, Evaluación de daños 
de edificios causados durante la guerra civil en ocho ciudades de 
Nicaragua, 9 August 1979. 
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NICARAGUA; DAMAGE TO DT-JELLINGS 

Number of Area Mllions of cordobas 
um r o damaged Demolition Replacement „ . . 
dwellings ( s q u a r e ¿;nd clon::^ value of T°ta* 
affected a/ mefcres) C Q S t y r e c o n s t r u c t i o n "st 

Total 4 193 205 893 10.6 371.5 382.1 
Managua 3 004 34 818 1.3 129.4 131.2 
Matagalpa 59 9 667 0.4 12.0 12.4 
Rivas 87 6 650 0.4 12.3 12.7 
Esteli 455 85 337 4.2 118.8 123.0 
Chichigalpa 6 303 - 0.4 0.4 
Chinandega 29 1 519 0.2 1.8 2.0 
Leôn 337 35 609 1.8 44.5 46.3 
Masaya 216 31 905 1.6 43.6 45.2 
Other towns c/ • • • • o » 0.2 9.1 9.3 

Source: Ministry of Housing and Human Settlements. 
a/ Includes dwellings totally destroyed in Esteli» Matagalpa, Rivas and Leon, 
b/ CEPAL estimates based on a cost of 50 cordobas per square meter. 
cj As no figures on the number of dwellings affected were available, replacement 

cost was estimated at 2.5% of the sum of the eight principal cities. 



Manapua has the greatest number of damaged dwellings - 3 000 which 
Is just short of 4% of the total number in the city - and the greatest 
replacement cost, 130 million córdobas. Host of the damages occurred 
in areas inhabited by low-income groups. The cities of Estelí, 
Matagalpa, Masaya, León and Rivas were the most damaged, since mass 
destruction of entire blocks took place In their centres and in the 
surrounding areas, especially in Estelí, where destruction covered an 
area of more than 85 000 square meters. (See table 2.) 

Losses in fixtures and furniture in dwellings are estimated at 
some 50 million córdobas for the entire country. 

b) Schools and educational infrastructure 

The Ministry of Education has made a detailed estimate of this 
sector In the case of Managua. For the time being only provisional 
estimates are available for the cities of the interior. 

In Managua, primary, intermediate and higher education schools 
suffered damages in the amount of 25 million cordobas. Some 16 000 school 
desks were destroyed or looted, in addition to the laboratories of 
several secondary schools. These damages are estimated in 5 million 
córdobas, with an additional 5 million córdobas in the loss or breakage 
of teaching materials. Total losses in Managua therefore amount to 
35 million córdobas. 

It is estimated that in the rest of the country, damages in 
school buildings amount to some 48 million córdobas, and to furniture 
and equipment, to some 16 million córdobas. Losses in teaching 
materials are estimated at an additional 3 million córdobas. 

Total losses for the country as a whole consequently add up to 
some 102 million córdobas. (See table 3.) 

The Ministry of Education has estimated that because of the almost 
total neglect of this sector in recent years, the country's physical 
educational plant has become so deteriorated that an additional 
250 million córdobas will be required to restore it. 
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Table 3 

NICARAGUA I DAIiAGES IN THE EDUCATIONAL SUBSECTOR 

(thousands of cordobas) 

National total 
Managua total 
Primary education 
Intermediate education 
Higher education 
Rest of country b/ 

Buildings 

72 450 
25 000 
14 500 
9 250 
1 250 
47 450 

Furniture 
and 

equipment at 
Materials 

21 565 
5 370 
1 920 
3 450 

16 195 

8 500 
5 000 

3 500 

Total 

102 515 
35 370 

67 145 

Source; Ministry of Education, UNESCO and CSPAL estimates. 
aj Refers to school desks and laboratory equipment stolen or damaged, 
b/ Preliminary estimates. 
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garbage collection, the construction of civil works projects and tools 
for the repair and maintenance of this equipment - all at a cost of 
some 6 million córdobas. Some public buildings were also damaged and 
looted, increasing these estimates by an additional 15 million córdobas. 

The municipal government of Managua has not received any income 
since the second quarter of 1979, when it ceased to receive revenue 
from taxes. Consequently, at the present time it does not have the 
funds even to meet its payroll expenses, and it is assumed that the 
municipal governments of the other cities are in similar circumstances. 

e) Other basic services 

Water supply and sewerage systems were only minimally affected 
and were rapidly and efficiently repaired. Highways and associated 
structures, and ports and airports also only suffered minor damages. 

Some 500 automotive vehicles disappeared from circulation, 147o of 
which were used for urban and interurban mass transportation. Close to 
300 Government-owned vehicles, including freight and heavy duty units, 
were probably destroyed during the war. Their total replacement cost 
is estimated at 50 million córdobas.^ 

Telecommunications systems were considerably affected, especially 
in Matagalpa, Managua and León, since internal and external plant and 
transmission equipment was destroyed in these localities. Buildings 
were damaged and equipment destroyed in the telecommunications stations 
in Matagalpa, Managua, León and Estell, although damage was less in 
other localities. Interruptions occurred in some physical inter-local 
lines. The Department of Telecommunications and Postal Services (TELC0R) 
has provisionally estimated such damages at 22 million córdobas. (See 
table 4.) 

4/ No figures are available yet on losses of private automobiles or 
cargo transport vehicles. 
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As the 1979 school year tías interrupted by the war, the Government 
of National Reconstruction has decided to reschedule it for the period 
between September 1979 and March 1980, including an initial stage, in 
which students and teachers ara participating, for the revision of 
objectives and reflection on the recent events. 

The Government also plans to carry out a national literacy campaign 
to attempt to eliminate or significantly reduce the almost 507» illiteracy 
rate in Nicaragua. At the present time sufficient human and financial 
resources are not available to carry out such an endeavour. 

c) Hospitals and health infrastructure 

The war resulted in the total destruction of the hospitals in 
Estell (200 beds) and Rivas (350 beds), and considerable damage to 
those in Matagalpa and León. Hospitals in other areas were affected 
to a lesser degree. The Occidental Health Centre in Managua was 
looted during,the conflict. 

It has been estimated that replacement of the destroyed hospitals, 
repair of damages and re-equipping the Managua health centre will require 
and investment of close to 106 million córdobas. This figure does not 
cover the deficiencies in the sector before the conflict. 

d) Urban Infrastructure . , ' • 

Damages to the urban infrastructure of Managua include the partial 
destruction of some 12 000 linear metres of urban street paving and of 
storm-water sewerage facilities, In addition to damages to the traffic 
signal system. The Junta of the Reconstruction of Managua estimates 
these damages at approximately 14 million córdobas. 

An extrapolation of these dataages applied to the other cities 
affected would provide a figure for total losses in this area of around 
40 million córdobas for the entire country. To this should be added 
the partial loss of equipment for the maintenance of the citv streets, 
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Table.4 

NICARAGUA: DAMAGES TO THE TELECOMMUNICATIONS SYSTEM 

(Thousands of cordobas) 

City 
Internal 
and 

external 
plant 

Trans-
mission 
equipment 

Building Fixtures Total 

Total 18 211.6 2 741.0 739.2 270.0 . . 21 961.8 

Managua 4 350,0 - 100.0 - 4 450.0 
Estell 439.0 - 25.0 20.0 484.0 
Matagalpa 10 997,0 1 800.0 300.0 40.0 13 137.0 
Sebaco 25.0 - 40.0 20.0 85.0 
Darío - - 0,2 20.0 20.2 
Léon 1 056.0 60.0 60.0 40.0 1 216.0 
Chinandega - - 30.0 30.0 
Chichigalpa - - - 20.0 20.0 
Masaya 411.0 6.0 30.0 • i 447.0 
Rivas 305.0 - 7.0 20.0 332.0 
Peñas Blancas 128.6 - 20.0 10.0 158.6 
San Marcos - - 1.0 20.0 21.0 
Las Nubes - 881.0 180.0 r 1 061.0 
Others a/ 500.0 - - - 500 o 0 

Source; Department of Telecommunications and Postal. Service (TELCOR)and the 
International Telecommunications Union (ITU), 

a/ Interruptions in internal physical lines between Managua and several citiesj 
also between Jinotepe and surrounding towns and between Matagalpa and nearby 
areas. 

/Electric power 



" 28 

Electric power plants were not affected. The electric substations 
serving Masaya, León and Esteli, however, suffered considerable damage, 
as did the distribution systems in some areas of Managua, Esteli, Masaya, 
León, Matagalpa and Rivas. The cost, of replacing these systems ha6 
been estimated at 11 million córdobas. (See table 5.) 

Although losses in electrical infrastructure were not very great, 
other problems related to this sector have emerged. The demand for 
electricity has been reduced to about 50% of normal as a result of 
strikes and damages suffered by commerce, industry and agro-industry. 
In consequence, the National Energy Institute's (INE) revenues have 
been considerably curtailed since April. As demand diminished, thermo-
electric plants were shut off and hydroelectric plants used exclusively; 
it was even possible to sell surpluses to Honduras by means of the 
interconnection line. Nevertheless - and despite the fact that recovery 
of sales of electricity is expected - INE will, for the present time, 
require a subsidy in order to initiate repair of the damages, continue 
its plan for expansion and fulfill its debt service commitments. 

As the oil refinery suffered no damage, it has continued to 
operate without interruption and has had no difficulties in receiving 
supplies of crude from Venezuela. Some gasoline stations were, however, 
damaged during the war. 

In summary, the cost of replacing physical and social infrastructure 
should come close to 605 million córdobas, 62% of which is due to 
damage to housing. Losses in equipment, furtniture, materials and other 
fixtures will probably increase this cost to 780 million córdobas. 
(See table 6.) Of the total estimated damages, 30% correspond to 
Esteli, 28% to Managua, and approximately 10% each to León and Masaya. 
These figures provide an idea of the extent of the damage suffered by 
these cities. 

Followingiis a description of the damages to the agricultural 
sector and to the physical plant of industrial and commercial 
establishments. 
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Table 5 

NICARAGUA? DAMAGES TO ELECTRICAL SYSTEMS-*' 

Thousands of c^rdobas) 

Substations Transmission Distribution Total 

Total 4 503.5 56.1 6 053.3 10 612.9 
Managua and 
surrounding areas - 56.1 2 649.6 2 705.7 
Masaya 2 610.7 - 680.7 3 291.4 
Leôn 1 517.8 - 804.1 2 321.9 
Matagalpa - 562.5 562.5 
Esteli 375.0 - 394.8 769.8 
Rivas -- - 961.6 961.6 

Source; National Energy Institute. r 

a/ Refers to replacement cost and includes 25% for unforeseen outlays and sundry 
expenses. 
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NICARAGUAS 

Table 6 

SUMMARY OF DAMAGES TO THE PHYSICAL AND SOCIAL 
INFRASTRUCTURE 

( M'illions of cordobas) 

Physical 
plant 

Equipment and 
ruraiture Materials Total 

Total 
Housing 
Education 
Health 
Urban infrastructure 

Basic services 
Transportation 
Telecommunications 
Electricity 

604.8 
376.8 
72.5 

104.0 
50.8 

0.7 

166.2 
50.0 
21.6 
2.0 

10.8 

50.0 
21.2. 
10.6 

8.5 

8.5 

779.5 
426.8 
102.6 
106.0 
61.6 

50.0 
21.9 
10.6 

Source; CEPAL estimates based on figures provided by entities of the Government of 
National Reconstruction and other organizations, in addition to data obtained 
from on-site surveys. 
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4. Agriculture 

The popular insurrection adversely affected agriculture, as may be 
observed by the results of the 1978/1S79 agricultural cycle and even 
more so in 1979/1980. In the first instance the decline recorded is 
not noticeable in the official figures because the preceding cycle had 
been characterized by a prolonged drought, so that even taking into 
account the damages caused by the conflict, production in 1978/1979 
was greater than in 1977/1978. 

The beginning of the present agricultural cycle was interrupted 
by the outbreak of the war, which prevented the planting of several 
crops and will be reflected in an estimated decline of 37% in the 
volume of production as compared with the 1978/1979 cycle. (See table 7.) 

Export production will be the most affected. For example, in the 
case of cotton, which normally accounts for one-fourth the value of 
Nicaragua' s total exports, it Is expected that only 36 250 hectares 
will be cultivated of the 175 000 normally devoted to this crop, since 
the planting season had practically concluded at the time the insur-
rection reached its climax. Even so, it was only during the few weeks 
following the change of government that part of this planting was able 
to be accomplished, and even then under sub-optimum conditions. 
Consequently, In addition to the drastic reduction In the area under 
cultivation, a decline must be expected In the average yield per 
hectare. 

The edible oil industry will also face raw materiales supply 
problems as a result of the reduction of cottonseed production by 807.. 

Coffe - the prime export product, which accounts for 31% of all 
sales abroad - was also affected by the political developments as it 
was not possible to provide this crop with the normal care it requires. 
Consequently, although an unprecedented harvest was expected as a 
result of the success obtained in programmes carried out in previous 
years for the rehabilitation of coffe plantations, it is unlikely that 
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Table 7 

NICARAGUA; AGRICULTURAL PRODUCTION ESTIMATES 

(_T housands of 1953 cordobas) 

1977/1978 
(1) 

1978/1979 
(2) 

1979/1980 
(3) 

vatJ.ai.xuii 
(2/15 
(4) 

(3/2) 
(5) 

Total 1 430.2 1 640.6 1 034.6 14.7 -36.9 

Export products 1 068.7 1 201.1 676.7 12.4 -43.7 
Sesame 5.2 6.5 6.5 25.0 -

Cotton 474.9 . ' 527.5 99.8 11.1 -81.1 

Cottonseed 65.6 74.3 * 14.1., 13.3 -31.2 

Bananas 63.2 67.6 53.9 . 7.0 -20.3 
Coffee 351.6 414.6 410.2 . 17.9 -1.1 
Sugar cane 95.3 100.2 85.0 5.1 -15.2 
Cigar tobacco 12.9 10.4 7.2 -19.4 -30.8 

Products for 
domestic consumption 361.5 439.5 357.9 21.6 -13.6 

Rice 60.9 75.4 ' 63.8 23.8 -15.4 
Beans 54.0 72.7 55.5 ; 34.6 -23.7 
Corn 66.2 92.8 42.0 40.2 -54.7 
Sorghum 19.5 29.1 29.4 49.2 1.0 

Virginia tobacco 7.3 8.2 5.9 12.3 -28.0 
Others 153.6 161.3 161.3 5.0 -

Sources CEPAL9 based on official statistics and direct investigation. 
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the new harvest will now match that of the preceding agricultural cycle. 
Moreover, as some facilities for coffee processing were destroyed or 
damaged during the war, production may be even further reduced. All 
the efforts that had been made to contain the coffee blight since 1978 
have been Interrupted since April, particularly in the Department of 
Carazo, which poses the serious threat that this plague may spread 

5/ 
throughout the country and to the rest of Central America.-

As concerns sugar cane cultivation, although some farm machinery 
and transportation equipment was lost or damaged, it is hoped that the 
nest harvest will take place under relatively normal conditions. The 
circumstances referred to may, nevertheless, be reflected in a 147» 
reduction in sugar production, particularly because of the damages 
suffered by the country's principal sugar mill, thereby adding to the 
decline already recorded in the preceding cycle, since the war broke 
out at the same time the harvest was being carried out causing some 
disruptions. 

With respect to products for domestic consumption, those small 
farmers distant from the principal combat ¿ones were able to sow their 
first crops, and now that the conflict is over, are planting their 
second crops. The commercial farms In the Pacific Coa3t area, however, 
were unable to plant Its first crops, and consequently declines in 
production must be expected in the 1979/1980 cycle in comparison with 
the preceding year, to the extent of 55% in corn, 24% in beans and 15% 
in rice. (See table 7.) 

In mid-August the Government of National Reconstruction was making 
efforts to augment the food supply by diverting a portion of the land 
that could not be used for cotton-growing to basic grains. If this 
emergency programme is carried out fully, the picture may improve 
somewhat and the deficit of products for domestic consumption Illustrated 
in Table 7 may be reduced. Among the items selected for this programme 

5/ Provisional estimates indicate that some 135 million córdobas 
per year would be required to resume this campaign. 
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are corn, beans, sorghum, sesame and peanuts, the last two as partial 
replacement of the raw material required for the production of edible oils. 

Problems remain to fulfill the above, however, due to the lack of 
seeds, fertilizers and insecticides« International assistance is being 
sought in this respect. 

With respect to livestock, during the war large-scale and illegal 
exports of cattle took place, particularly of breeding bulls. 

Producers.also hastened to export meat, so that export quotas of 
1979 of this product were practically filled by mid-year. A preliminary 
and tentative estimate indicates a loss of 100 000 calves and 300 breeding 
specimens, which, of a total of some 2.5 million animals, represents a 
decline of 47„. (See table 8.) 

The war also affected pig and poultry breeding establishments. It 
is estimated that some 6 000 pigs and some 730 000 head of poultry were 
lost, both in laying hens and chickens for consumption, a reduction of 
17o and 707=,, respectively, in comparison with the pre-war period. 

The reduction in milk production may surpass 5 million liters, 
which could further contribute to child malnutrition. 

It Is estimated that total losses for the livestock subeector will 
amount to 226.8 million córdobas, which includes 220 million in losses 
of livestock and poultry, arid 6.7 million for damaged infrastructure and 
destroyed or lost equipment. 

Although detailed information Is not yet available on damage to 
agricultural Infrastructure and farm machinery, such damages have been 
pi-ovisionally estimated at some 50 million córdobas. In this figure are 
included damages to silos, to some sugar mills, to cotton gins, and to 
coffee-pTocessing establishments, in addition to damages to and losses of 
farm machinery and the estimated cost of replacing transport vehicles« 

Thus, total losses in the agricultural sector are estimated at 
276,8 million córdobas. 
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Table 8 

NICARAGUA; LIVESTOCK LOSSESs 1979 

Number Value (thousands 
of cordobas) 

Total 
Cattle 
Breeding bulls lost 300 
Reduction in female inventory 100 000 
Reduction in milk production (liters) 1 500 000 

Pigs 

Male hogs 
Breeding sows 
Pigs for consumption 

Poultry 

Laying hens 
Chickens for consumption 

Damaged infrastructure 
Damaged and lost equipment 

30 
950 

5 000 

100 000 

630 000 

226 800 
210 000 
2 500 

200 000 
7 500 

5 300 

150 
1 900 
3 250 

4 800 

3 500 
1 300 

5 700 
1 000 

Source; Agricultural Development Bank and CEPAL estimates. 
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5 • Industrial sector 
Totally reliable information Is sixil not available on the extent of the 

6 / 
damages suffered by industry,— but very rough estimates made by the 

7 / 
mission- assess this value at some 1 500 million côrdobas, broken do\m 
as follows: 

Millions of côrdobgg 

Total 1 500 
Machinery and equipment (replacement 
value) 350 

Buildings and installations 150 
Stocks of raw materials ar.d finished 
products 600 

Portfolio of uncollectible accounts 400 

Losses in fixed assets appear to indicate, on the basis of a very 
rough estimate, that some 10% of the productive capacity of the country's 
industry has been lost. 

It is known that immediately before the armed conflict some 
8 / 

400 industrial firms were in operation (of the 450 existing in i976) 
About 100 of these suffered serious damage that in some cases amounted 
£o almost total destruction of buildings, installations, machinery and 
inventories. Of these industries, approximately half were medium-sized 
and large industries, which indicates that damages are proportionately 

.6/ Surveys were being initiated in mid-August-one co-ordinated by the 
Ministry of Industry and Commerce, and the other by the Central Bank 
- whose results will be available in mid-September. 

7/ On the basis of a list of businesses affected, on-site estimates and 
the data furnished on the various Items involved by the Central Bank 
of Nicaragua in Encueata atmal de la Industria manufacturers de 
Nicaragua, 1976. It should be noted that according to the Chamber 
of Industries of Nicaragua, damages amount to 6 billion cdrdobas 
(4 billion in fixed assets and 2 billion in ray materials, inventory 
and uncollectible accounts). However, the mission did not uncover 
evidence to support such a high estimate. 

8/ See, Central Bank of Nicaragua, Encuesta anual de la industria 
matmfacturera de Nicaragua, 1976. 
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greater than the number of firms affected would appear to indicate.— 
Table 9 presents an estimate of the damages to the buildings of these 
industries, 

The conflict produced a substantial effect on employment levels. 
Despite the impreciseness and variable coverage of available figures, 
the mission estimated that some 60 000 persons were employed in industry 
before the 1972 earthquake.These levels have never been reached 
since, as before the war industry provided employment to only some 

11/ 

55 000 persons, of whom 15 000 remained unemployed after the conflict.— 
In May, the Central Bank forecast that industrial production would 

diminish by 2% in 1979. Very rough estimates made at the time of the 
drafting of this report - which may be verified by means of the surveys 
presently being carried out - suggest that the war will have caused a 
reduction of 27% in industrial production owing to the lack of raw 
materials, the destruction of the physical plant and the sluggishness 
of domestic demand. 

Industries were seriously affected along the highway north of 
Managua, where almost one-third of the capital's manufacturing plants 
are located. Among the most damaged are the bottling plants; a plastics 
plant; paint, farm implement and ceramics factories; lithography and 
typography plants (Including the newspaper of greatest circulation in 
Nicaragua); and a paper plant. Damages were suffered by almost all the 
industrial establishments, in Esteli and by a considerable number in 

9/ For the purposes of the present report, the criteria of '¿he Central 
Bank of Nicaragua are being used, which classify as larp.e Industries 
those employing more than 200 workers; medium-sl«:ee those employing 
from 40 to 200 workers; and small, those employing fewer than 
40 workers« 

10/ Including those engaged In handicrafts, according to the 1971 
Population Census (economically active population minus an estimate 
of those unemployed). 

11/ Estimates made in this respect by the Chamber of Industries of 
Nicaragua and SIECA situate between 35 COO and 31 000, respectively, 
the extent of Industrial unemployment caused by the conflict 
(figures furnished directly to the mission). 
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Table 9 

NICARAGUA? PRELIMINARY ESTIMATE OF LOSSES IN INDUSTRIAL BUILDINGS 

Industrial installations 
Type of industry 
and location 

Number of 
damaged 
buildings 

Area.affected (m ) 
Cost of replacement 
(thousands of 

córdobas) a/ 

Total 92 

Medium and large-size 
industry 52 
Managua 34 
Matagalpa 
Rivas 
Estelx 8 
Leon 2 
Masaya 8 
Small--size industry bj 40 

73 667 
56 000 

8 113 
984 

8 570 

150 000 

133 000 
106 000 

16 000 
1 700 
9 300 
17 000 

Sources Ministry of Housing and Human Settlements, and CEPAL estimates, 
a/ Includes cost of denolition and clearing, estimated at 25 cordobas per square 

meter. 
b/ Preliminary estimates. 
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Masaya. In both cases the effects have had a great impact on value 
added and employment levels, particularly with regard to handicrafts 
and the manufacture of cigars. Industries located lh the western part 
of the country (in León and Chinandega),which are mostly agro»Industries, 
including cotton gins and the country's largest sugar mill, will probably 
show a loss of 207» In their productive capacity. 

As regards specific Industrial activities, the most affected appear 
to be those involved in the production of foodstuffs, farm Implements, 
beverages, textiles, paints and metal manufactures. No significant 
damages appear to have been recorded in the dairy industry, and It is 
expected that the slaughterhouses will be able to supply export demand 
for meat. 

The industries devoted to exporting to the rest of Central America 
- Insecticides, raw materials such as polyvinyl, sacks and manufactured 
metal goods - located principally on the highway to Le6n, appear to have 
received minimum damage and will probably be able to renew their 
activities, almost Immediately depending on the availability of raw 
materials.. Most of the industries producing construction materials, 
such as the plant producing cement and cement products, suffered no 
damages, and therefore the repairing of public works, buildings and 
dwellings could be initiated at once. 

Lastly, the damages to the Industrial sector are not all derived 
from physical destruction and the loss of raw materials and Inventories, 
but also from the organizational problems brought on by the generalized 
interruption of work during the war, the virtual paralization of domestic 
demand and the difficulties involved in exporting to the rest of 
Central America. Consequently, even companies that suffered no physical 
damage will be faced with difficulties in resuming their operations as 
long as they are not .availed of the raw materials they require and cannot 
organize intermediate technical and executive cadres. 

/6. Mining 



- 40 -

6. Mining 

Apparently tlje conflict has caused complete paralysis of mining. 
" 32/ " •••.'•• activities,-— a sector that was ostensibly operating,at full capacity 

at the beginning of the year. The mines have suffered only minor 
damages, caused mainly by flooding that took place while they were 
left- idle». The.fact that they are not presently, being worked may be 
attributed to.the waiting period preceding the formulation of the mining 
policy to be,drawn up by the new Government and the. investigation being 

13/ 
carried out on the status of this activity.at the present time.— 

According to preliminary estimates by the Central Bank, this sector 
may show a decline of some 9% in 197£„ , 

7. Commerce 4 

The commercial sector was especially affected by the war, which caused 
extensive losses of three kinds? a) of stocks, ae a result of the riots 
and looting toward the end of the popular insurrection; b) of probably 
'uncollectible accounts receivable in portfolios*; and c) of buildings, 
furniture and equipment, caused principally by bombing and fire. 

This sector, which had previously been the most affected by the 
.51972 earthquake in Managua, had been reconstructed in the area surrounding 
the capital, mainly in modular buildings. The reconstruction programme 
had given preference to commerce, and it was even considered that its 
installed capacity had surpassed the needs of the population it served, 
since premises designed for this purpose had never been fully occupied 
by commercial establishments. 

12/ Information furnished by the Natural Resources Section of the 
Ministry of Industry and Commerce. 

13/ The capital investment of tiiost of these mines is of foreign origin. 
In this context, the Government Programme states: "...The State 
shall exercise control over the exploitation and development of 
natural resources; mines, forests... To this end, it shall manage 
such resources exclusively and directly or establish regulations 
and conditions to be enforced when the execution of joint investment 
projects is required due to technological considerations or because 
of the financial resources involved". 
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The losses resulting from the war, to which must be added those 
resulting from the long work stoppages that occurred in May and June 
as a result of collective decisions, must in turn be added to the 
situation that had been evolving for the previous two years In which 
the general slump in economic activities had had a negative effect on 
the sector's operations. It is estimated, nevertheless, that at the 
beginning of the war, stocks of all kinds of merchandise were at 
relatively high levels, judging by the level of Imports of the preceding 
months. 

Many merchants - particularly those Involved in small and 
medium-size operations - were able to safeguard their stocks during 
the Insurrection by moving them to safe places. Now that the war has 
ended, it is these same merchants who have rapidly resumed normalization 
of their activities. 

According to very preliminary estimates furnished directly by the 
Chamber of Commerce and adjusted by the mission, total losses suffered 
by this sector amount to some 2 200 million córdobas, broken down as 
follows:—^ 

Most damage to buildings took place outside Managua (see table 10), 
although it would appear reasonable to suppose that the greatest losses 
in stocks and portfolio occurred in the capital city. 

14/ The survey made by the Chamber of Commerce, which included 
1 350 establishments, estimated total damages at 2 700 million 
córdobas, whereas the INCAE survey estimates damages as being 
much less than those reported here. The adjustments made by the 
mission in the Chamber of Commerce survey are supported by additional 
information that was available to the mission. 

Millions of córdobas 

Buildings 
Furniture and equipment 
Stocks 
Portfolio 
Total 2 200 

200 
200 

1 200 

600 
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Table 10 

NICARAGUAS ESTUIATE 0? COMMERCIAL BUILDING LOSSES 

Total 

Managua 
Matagalpa 
Rivas 
Esteli 
Leon 
Masaya 
Other cities b/ 

-Number of 
buildings 
damaged 

Commercial premises 

383 

32 
36 
27 
131 
75 
38 
44 

Area affected (n ) 

133 220 

9 183 
12 169 
9 908 
26 284 
35 897 
34 478 
4 301 

Cost of replacement 
(thousands of 

córdobas) a/ 

201 784.5 

12 643.6 
18 398.2 
10 124.7 
48 491.1 
54 743.4 
52 401.9 
4 981.6 

Source; Ministry of Housing and Hunan Settlements, and CEPAL estimates, 
a/ Includes cost of demolition and clearing, estimated at 25 cordobas per square 

meter. 
bj Chinandega and Chichigelpc. 
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A fair share of the looting - perhaps the majority - ddes not 
represent a net loss for the Nicaraguan economy as a whole, but rather 
only for the commercial sector, notwithstanding the disruption caused. 
Although destruction and losses occurred, many people benefited directly 
or indirectly - albeit illicitly - from the looting, and part of these 
looted stocks are beginning to find their way back to marketing channels. 
Stock losses are estimated at approximately half those of May 1979, but 
it is difficult to estimate the percentage of irretrievable accounts 
receivable. In any case, none of the damages mentioned will be able 
to be redeemed through insurance coverage since the policies in force 
explicitly excluded all damages caused by war or civil strife. 

Considering the heavy damages suffered by this sector, It appears 
unlikely that it will recover in the near future, particularly in view 
of the "parallel" commerce of stolen goods that has emerged. According 
to preliminary estimates, commerce's gross product this year will undergo 
a reduction of 42%, making this sector one of the most affected by the war. 

®• Other losses 

The mission has estimated very roughly that losses for damages to 
buildings, furniture and equipment not included in the commercial sector 
- banks, for example - probably amount to some 50 million c6rdobas. 

9. Summary 

Table 11 provides a summary of all the estimated material damages resulting 
directly from the armed conflict. These damages add up to the equivalent 
of approximately 480 million dollars, of which damages to buildings amount 
to 100 million dollars and damages to equipment and furtniture to and 
additional 100 million dollars. The remainder of the damages is attributed 
to inventories of various goods (both raw materials and finished products) 
and to uncollectible portfolios. 

It has already been pointed out that stolen goods cannot be 
considered as a net loss to the economy as a whole, although a certain 
portion, difficult to estimate, has been effectively destroyed by 
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Table 11 . 
NICARAGUA: SUMMARY OF MATERIAL DAMAGES. 

(In aillions of dollars) 

Sector Total Physical 
plant 

• Equipment 
and 

furniture 

Materials, 
inventories 
and raw 
materials 

Uncollectible 
Portfolio 

Total 480.7 99.1 99.5 182.1 100.0 

Physical and social 
infrastructure 78.0 60.5 16.6 0.9 
Agriculture 27,7 3.6 23.9^ 0.2 
Industrial 150.0 15.0 35.0 60.0 40.0 
Commerce 220.0 20.0 20.0 120.0 60.0 
Others 5.0 — 4.0 1.0 — 

Source: CEPAL, based on its own estinates and official figures, 
a.I Includes the decrease in cattle assets. 
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bombings or has simply disappeared as a consequence of the civil 
disturbances,, No attempt has even been made to estimate the losses to 
the economy attributable to the parallzation of almost all productive 
activities measured in terms of unemployment, loss of potential profits 
and the like. 'Che mission considers it unnecessary to formulate 
methodologies to quantify this type of loss, since the direct physical 
damages caused by the war are sufficiently eloquent to dispense with any 
doubt regarding the seriousness of the damages suffered directly by the 
Nlcaragaan economy. 

The following chapter provides a very preliminary estimate of what 
has perhaps been the greatest material cost of the armed conflict and 
the manner in which the phenomena associated with the event will influence 
the evolution of the economy of Nicaragua in 1979 and 1980. 

/III. SOW 
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III.' SOME.OF THE CONSEQUENCES ON THE ECONOMY FOR .1979 AND 1980 

This chapter will make an attempt to quantify the effects of the 
recent events on the economy of Nicaragua in 1979 and 1980. With no 
other pretence than that of offering some orders of magnitude, an 
analysis is presented dealing with the external financial insolvency; 
this is followed by a reference to the probable repercussioas on 
general economic activity and employment levels; the weakening of the 
Central Government's finances and, finally, by a discussion irt broad 
terms of potential monetary and financial instability. 

It should be pointed out that quantifying and qualifying the 
effects mentioned is an extremely hazardous undertaking; especially 
since it is difficult to foresee how still evolving new Government 
priorities will alter economic policies. Despite this obstacle, the 
mission felt that it would be useful to present information leading 
to the postulation of two hypotesesi the first, that the economic 
slump will continue for the rest of the year; and the second, that 
it will be possible to reactivate the productive sectors and initiate 
reconstruction during the last quarter of 1979. A projection has 
been added for 1980 simply as a frame of reference for the delayed 
effc«i-.2 of the drop in agriculturcalproduction during the 1979/1980 
cycle. 

The purpose of the following analysis is merely to underscore 
the location and magnitude of the damages in terms of the economic 
impact they portend for 1979 and 1980. 

/ External 
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1. External financial constraints 

The study prepared by the CEPAL Secretariat on the economic situation 
1/ 

of Nicaragua for 1978— noted that the debt service as a relation 
to exports had risen considerably and had reached its highest level 
in recent years. As the political conflict became more acute, 
the Government increasingly sought access to international financial 
support, especially from private sources, thus aggravating its 
debt service burden. Consequently, a more precise definition of 
the magnitude and characteristics of the country's foreign financial 
coiamitmac.ts is in order. 

The Central Bank of Nicaragua was still in the process of 
auditing and adjusting its accounts as this report was being written» 
Nevertheless, based on an analysis of each of the loans or commitments 
incurred, it appears that the country's total external debt is of 
the order of 1 500 million dollars, (See Table 1Z.) Of this amount, 
some 264 million dollars correspond to commitments in foreign currency 
incurred by the Nicaraguan. private sector, essentially through 
international financial intermediaries; another 52 million is 
accounted for by credit lines opened to Nicaraguan banks; almost 
80 million correspond to public sector short-term obligations with 
foreign banks; and 36 million to Government guarantees of external 
debt contracted by Nicaraguan semi-public or private entities. Of 
the medium and long-term debt, more than half was contracted with 
commercial banks and suppliers under conditions obviouely much less 
advantageous than those for credit granted by bilateral and 
multilateral public organizations, especially with regard to interest 
rates. As will be seen further on, more than 75% of the medium 
and long terra public external debt services and amortization in 1979 
corresponds to commercial banks and suppliers. Lastly, although the 
Central B&nk's commitments with the International Monetary Fund, 
the Central American Monetary Stabilization Fund, the Venezuelan 
Investment Fund and the like are not, strictly speaking, part of the 
public debt, they nevertheless imply payments in foreign exchange and 
have consequently been included in Table 12. 

1/ Nicaragua; Notas pare el Estudlo EconSmico de America Latlna, 1978 
(CEPAL/MEX/1003), January 197~9, p. 26. 
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Table 12 
a/ NICARAGUA; BALANCE OF EXTERNAL DEBT AS OF MID-1979-' 

(Millions of dollars) 

To^al Central 
government 

Rest 
public 

of 
sector Anounfc 

Central 
government 

Rest 
public 

of 
sector Anounfc A Anount 1 Amount % 

Total I 530.0 100.0 - - ' - - - • -

Central Bank debt X31.0 ik9 - - - - -

Total public debt 1 129.,0 73.8 - - « 

Medium and long-term 
Bank obligations 

962.2 
444.8 

62.9 
29.1 

556.1 
283.2 

100. 
50. 

0 
9 

406.1 
161.6 

100.0 
39.8 

International obligations 452.3 29.6 252.0 45. 3 200.3 49.3 
Suppliers® credits 65.1 4.2 20.9 3. 8 44.2 10.9 

Short-term 131.1 8.6 - - - -

Banking system 51.9 3.4 - - - -

Rest of public sector 79.2 5.2 • - - -

Obligations stemming from 
guarantees 35.7 2.3 - _ - -

Private debt 264.0 17.3 - - — — 

Source; Central Bank of Nicaragua. 
aj For certain itens, as of 31 December 1978; for others, as of 30 April 1979; and 

for still others, as of 30 June 1979. 
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The structure of this debt is also of intetest, The portion 
contracted by the banking and private sectors is for the most part 
short-term, with due dates falling in 1979, or at best, in 1980. 
The structure of the public debt, however, is more favourable, since 
half of it is at 10 years or more and only 12% at leas than 5 years. 
(See Table 13.)-^ 

Due dates and Interest on this foreign debt are summarized 
In Table 14. The burden of the external debt is very Impressive, 
not only because of Its high level, but also because of the staggering 
number of due dates occurring In 1979,the overdue debt accruing since 
1978, the commercial conditions and burdensome interest rates under 
which a significant proportion of the medium-term public debt was 
contracted, and because almost the entire banking and private debt 
consists of short-term credit lines. A discussion follows on the 
repercussions of these due dates compounded with the large-scale drain 
of foreign exchange and other events that took place during the first 
half of the year. 

As a means of presenting the critical realities of the 
availability of foreign exchange as clearly as possible, the situation 
has been studied in the light of two possible alternatives: the 
first, that despite the serious problem of unemployment, the general 
lack of goods and services, and the limitation of foreign exchange, 
there is no other recourse than to postpone reactivation and run the 
risk of facing economic and social repercussions of extremely serious 
proportions; and the second, that the Government of National Reconstruction 
will opt for immediate economic reactivation, as would seem to be 
its intention as indicated by measures already taken. 

2j It should be noted that the structure of the debt is presented here 
starting from the date each loan was contracted and that many of 
these loans reached maturity years ago. In other words, due dates 
indicated here are not to be taken as due dates on the balance of 
the public debt from the present time on, but rather as the due date 
of each commitment as of the date on which it was contracted. 

/Table 13 
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Table 13 

NICARAGUA: STRUCTURE OF THE PUBLIC EXTERNAL DEBT BY DUE DATES 

Balance as of 
31 W78 
(millions of 

dollars) 

Structure <%) 
Balance Accrued 

balance 

Total 1 093.3 100.00 — 

Up to 1 year 103.2 9.44 9.4 
Frora 1 to 5 years 27.9 2.56 12.0 
From 5 to 10 years 336.1 30.74 42.7 
From 10 to 15 years 127.6 11.67 54.4 
From 15 to 20 years 101.1 9.25 63.7 
From 20 to 25 years 132.2 12.09 75.7 
More than 25 years 265.1 24.25 100.0 

Source; CEPAL9 based on data furnished by the Central Bank of Nicaragua, 
a/ Does not include 822 000 dollars of guaranteed funds owed by the Nicaragcan 

Housing Bank (BAVINIC) to the Central American Bank for Economic Integration 
(CABEI). Does not include endorsements. 
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Table 14 

NICARAGUA; SERVICING OF EXTERNAL DEBT 

Services 1979 Services 1980 Balance Total Amortization Interest Total Amortization Interest 

Total 1 530,0 596.0 • • » 0 * 0 266.4 • « • • t • 

Central Bank debt 137.0 41.6 30.0 11.6 45.0 35.8 9.2 
Total public debt 1 129,0 341.1 e © • • • « 196.2 • • • • « • 

Mediun and long-term 962.2 151.4 100.5 50.9 181.8 115.4 66.4 
Bank obligations •;• 444.0 116.9 85.4 31.5 129.6 91.0 37.8 
International obiifations 452.3 28.3 11.9 16.4 52.2 23,6 28.6 
Suppliers 65.1 6.2 3.2 3.0 - -

Short-term 131.1 131.1 • • • • O 0 - - -

Banking system 51.9 51.9 o • # o • - • - -

Rest of public sector 79.2 79.2 • • • • « • • - -

Default 1970 - 44.2 30.4 13.8 . - - -

Obligations from guarantees 35.7 14.4 s • • » • e 14.4 • • • • • » 

Private debt 264.0 213.3 • » • • • • 25.2 • » o • • • 

Source; CEPAL, based on data furnished by the Central Bank of Nicaragua. 

* 
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Both hypotheses have a common denominator. Iu the interests 
of clearer comprehension of the dimensions of the problem to be 
faced by the Government and for illustrative purposes only, it is 
assumed that the Government will meet all its external financial 
commitments as originally stipulated for 1979 and alao for 1980. 
Payment of the overdue debt for 1978 has been envisaged for 1979» 

It must be stressed that the above assumptions are purely 
hypothetical, since Nicaragua will in no way be in a position to 
pay even a fraction of the payments on its external debt falling due 
in 1979 owing to its total lack of foreign exchange, and because 
the country surely will be able to roll-over Its credit lines and 
reschedule the medium term debt. 

As «ill be seen further on, it is estimated that the gross 
domestic product will decrease this year by approximately 25%. Thus, 
under the first hypothesis, illustrated in Table 15, the projections 
include a considerable decline in the value of imports as compared 
with the previous year (and less than half the value of purchases 
made abroad two years before.) Other outflows included in the Table 
are the already-mentioned capital flight in the amount of 315 million 
dollars; the payment of services, featuring prominently expenditure!* for 
trips abroad and, most especially, the servicing of the external 
debt, which amounts to 600 million dollars. Briefly, on the basis 
of these projections, the total outflows of foreign exchange amount 
to some 1 430 million dollars. 

To meet a commitment of such proportions, Nicaragua will have access 
to only modest inflows of foreign exchange: exports of goods* which at 
the most will total 576 million dollars; and 271 million from other 

3/ 
sources (82 million from services,, 119 mi 11 ion from inflows of capital,-7 
and 70 million from donations), representing revenue that has already 
been received or la expected during the remainder of the year. These 
figure® make a grand total of 847 million dollars, which, Hftbfcreefced 

3/ Nicaragua has some 193 million dollars available in official Loans 
that have been contracted but not disbursed. (See Table 16.) These 
funds constitute a primary immediate source of external financing. 
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Table 15 

NICARAGUA: FOREIGN EXCHANGE BALANCE 

(Millions of dollars) 

Present situation 1979 
Without reactivation a] With reactivation bj 

Committed and/or disbursed 1 431 1 772 
Imports 339 - 519 
Flight of private capital 315 315 
Disbursements for debt service and 
amortization 506 596 
Public 303 303 
Private 213 213 
Other disbursements for services 181 192 
Reconstitution of net reserve level - 150 

Available and/or to be received 847 847 
Exports (fob) 576 576 
Income for services 82 82 
Inflow of capital 119 119 
Donations 70 70 

Foreign exchange deficit 584 925 

Source; CEPAL, based on data furnished by the Central Bank of Nicaragua, 
a/ Hypothesis based on payment of external debt commitments without reactivation 

of activities during 1979. 
bj Hypothesis based on reactivation of activities in 1979» payment of external debt 

commitnents and reconstitution of reserve level (two and one-half months of 
normal imports). 
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Table 16 

NICARAGUA; PUBLIC EXTERNAL BEBT CCHTRACTED AND NOT DISBURSED AS 
OF 31 DECEMBER 1973 

(Millions of dollars) 

Total Central Government Rest of public sector 

Total 192.0 107.3 85.5 
IDB 55.0 43.0 12.0 
IBRD 40.1 12.0 28.1 
AID 33.0 25.4 7.6 
CABEI 33.7 14.5 19.2 
Others 31.0 12.4 10.6 

Source; CEPAL, based on data furnished by the Central Bank of Nicaragua. 
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from the 1 430 million dollars required to meet the outflows outlined 
in the above hypotesis, would signal a deficit of 584 million dollars. 

The situation would be even more serious under the second 
- more likely - hypothesis, which postulates immediate initiation of 
the economic reactivation of Nicaragua, for which a greater amount of 
imports would be required, particularly in inputs and capital goods 
(Including the replenishment of plundered raw materials). Obviously, 
in the event that such Imports could be regulated gradually during the 
rest of the year in an attempt to bring them back to "normal" levels 
- but with structural adjustments compatible with the new Government's 
policies - by 1980, the foreign exchange deficit would have to be 
greater than under the first hypoi.hasis. Furthermore, as not even a 
minimum level of international monetary reserves is on hand (the equivalent 
of too and one-half months of normal-year Imports is considered reasonable), 
the reconstitution of such a reserve would increase financing requirements 
by an additional 150 million dollars. Thus, under the immediate 
reactivation hypothesis, as illustrated in Table 15, the foreign exchange 
gap would surpass 925 million dollars. 

The first and most dramatic consequence of the war, then, compounded 
by the trends shown by the economy in previous years, has been the 
virtual Insolvency o£ the external sector. Firstly, this situation 
should be attributed to the heavy external debt and also to Its less 
than adequate structure. Secondly, it is also attributable to the 
disproportionate capital flight mentioned earlier. Thirdly, it may be 
attributed to the effects of sluggish investment combined with a notable 
decrease in cotton planting during the war and the abandonment of other 
traditional export activities that have been reflected in a decline of 
more than 10% in the value of exports as compared with the previous 
year. The combined effect of these three factors results in an 
impressive foreign exchange gap that fluctuates between 584 and 
925 million dollars. 

It must be emphasized once more that such a gap is unsustainable. 
The outlays for debt servicing and amortization alone represent 103% 
of the export value that might be hoped for in the best of cases for 
this year. 

/The gap 
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The gap described is also reflected in the balance-of-payment 
projections, formulated on the basis of preliminary estimates of the 
Central Bank and adjusted by the mission. (See Table 17.) This estimate 
includes a very tentative projection for 1980, in which the same trends 
will be maintained as in 1979, but with less intensity. The substantial 
decrease in cotton planting during the present agricultural cycle will 
be reflected in the exports of calendar year 1980, due to the lag 
between harvesting and shipping; the same is true for coffee. Table 18 
provides a detailed breakdown of estimated exports for 1979 and 1980. 

Although external debt obligations may not reach 1979 levels in 
1980, they will continue to remain considerable (some 66% of the 
value of export of goods) and therefore the hypothetical deficit 
unless the debt is renegotiated - will amount to some 370 million 

dollars. 

2. The recession in productive activities and its 
effects on employment 

The events described in the first chapter of this report pointed to 
4/ 

a decline of approximately 7% in the gross domestic product in 1978.-' 
The situation continued to deteriorate gradually in the early months of 
1979, when economic activity slowed down, business confidence waned and 
investment dropped sharply. Certain activities, such as private 
construction, practically disappeared, whereas public investment 
diminished because of financial restrictions. Later, in May, and as 
the conflict grew, economic activity slowed down to an almost complete 
halt. The effects of this paralyzation will be felt for at least two 
years to come. 

According to official estimates, the gross domestic product wilt 
decrease with respect to the previous year by some 25% (see Tables 
19 and 20), which would mean a per capita reduction in the gross 
domestic product on the order of 27.1%, continuing the previous year's 
decline of 11% with respect to 1977. This severe contraction of 
economic activities will bring about a regression to the per capita 
income levels of the early 1960's. 
4/ See: Nicaragua: Notas para el Estudio Económico de América Latina, 
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Table 17 

NICARAGUA s BALANCE OF PAYMENTS 

(Millions od dollars) 

1975 1976 1977 1970 / — v , 1900£-/ 

Goods and services (a+b+c) -184 -39 -176 10 146 -45 -231 
Exports (fob) 375 542 637 646 576 576 579 
Imports (fob) -402 -485 -704 -547 -339 -519 -650 
a) Trade balance -107 57 -67 99 237 57 -71 

Income from services 09 92 105 113 81 01 • a © 

Freight and insurance • » o © » 17 15 6 6 o o o 

Travel « « « « © B 26 25 18 18 « © © 

Profits and interest 9 0 « « 0 • 11 8 4 4 o e o 

Reinsurance 0 « 0 O 9 « 10 26 33 33 « 0 6 

Others © • 9 O O O 41 39 20 20 © • © 

• Disbursements for services -183 -19 G -225 -212 -257 -268 ' © © © 

Freight and insurance 0 0 0 « © a -35 -30 -21 -32 © © © 

Travel a t » 0 • » -46 -50 -60 -60 0 0 0 

Profits and interest o a o 0 « © -70 -73 -94 -94 -66 
Others e © » -66 -59 -67 -67 « © © 

b) Balance of services -106 -120 -99 -161 -172 -180 
c) Donations 17. 10 11 10 70 20 
Movement of private capital 45 27 -63 -275 -503 -503 -22 
Direct investment 11 13 10 7 2 2 • • « 

Drawing on loans 10 15 16 9 - - 0 6 © 

Amortizations -6 -o -9 -10 -190 -190 » • • 

Commercial credit and others 30 5 -80 -2G1 -315 -315 0 O o 

Movement of official capital 112 65 196 57 -227 -227 -119 
Drawing on leans 159 75 245 107 115 115 « « • 

Amortizations -20 -41 -50 -52 -344 -344 © o © 

Others -27 31 1 2 2 2 © O 0 

Errors and omissions -4 -14 -15 -10 - - -

Chanpe in international reserves -31 ' 39 col -218 -534 -772 -372 

Source; CEPAL., based on data furnished by the Central Bank of Nicaragua, 
a/ Hypothesis that economic reactivation will not be initiated in 1979 and 

external debt commitments will be net. 
b/ Hypothesis that economic reactivation will be initiated in 1979 and external 

debt coramitnents will be net. 
c/ Hypothesis that economic reactivation will continue during 1980 and presently 

contracted external debt commitnents will be net. 
/Table 18 
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Table 18 

NICARAGUA: FOB EXPORTS OF PRINCIPAL PRODUCTS 

Value 
(thousands 
of dollars) 

Volume 
(thousands 
of units) 

Price per 
unit 

(dollars) 

1978 140 912 2 004 50.25 
1979 a/ 145 140 2 460 59.00 
1980 a/ 58 001 913 63.50 

Coffee (cwt) 
1978 199 600 1 107 160.16 
1979 a/ 157 040 1 200 130.©0 
1900 a/ 205 500 1 370 150.00 

Sugar (cwt) 
1978 19 614 2 126 9.23 
1979 a/ 16 612 1 627 10.21 

. 1900 a/ 27 500 2 500 11.00 
Meat (lb) 
1978 67 732 74 925 0.90 
1979 a/ 8 G 055 70 444 1.25 
1980 a/ 70 000 70 000 1.00 

Shrinp and lobster (lb) 
1978 14 711 9 324 1.58 
1979 a/ 11 608 6 020 1.70 
1980 a/ 10 450 5 500 1.90 

Bananas (cases) 
1978 4 799 6 012 0.80 
1979 a/ 3 006 4 750 0.00 
1980 a/ 5 701 6 629 0.06 

Chemical products (kg) 
1978 52 158 03 561 0.62 
1979 a/ 43 296 64 620 0.67 
1980 a/ 49 000 90 700 0.70 

Textiles and associated products (kg) 
1970 11 501 4 691 2.45 
1979 a/ 5 520 2 211 2.50 
1900 a/ 6 209 2 300 2.60 

Cottonseed flour and cake (cwt) 
1978 12 057 1 889 6.01 
1979 a/ 10 267 1 432 7.17 
1980 a/ 6 026 803 7.50 

Gold (Troy oz) 
92.45 1978 6 194 67 92.45 

1979 a/ 6 392 60 94.00 
1980 at 6 720 70 96.00 

Others "* 
1970 115 091 
1979 a/ 08 673 
1900 a/ 134 141 

Total 
1978 645 969 
1979 a/ 576 417 
1980 a/ 579 243 

Source: CEPAL, based on data furnished by the Central Bank of Nicaragua. 
a/ Estimated. /Table 19 



Table 19 

NICARAGUA; GROSS DOMESTIC PRODUCT AT CONSTANT PRICES 

(Millions of 1970 Cordobas) 

1950 1360 1965 1970 1975 1976 1977 1970 1979 
a/ b / 

1930 
c/ d/ 

Total 3 390 5 379 9 345 11 254 14 453 15 292 16 132 15 026 11 266 12 330 13 316 14 200 

Primary activities 1 473 1 371 2 393 2 497 3 291 3 428 3 459 3 701 3 253 3 266 3 361 3 595 

Agriculture 905 1 803 1 509 2 102 2 254 2 229 2 410 2 232 2 232 2 149 2 237 
Livestock raising 419 541 030 92Q 970 1 027 1 034 390 066 1 05'J 1 13/ 
Silviculture 41 28 42 31 30 36 34 50 72 52 hi 
Hunting and fishing 6 21 36 104 100 117 123 m 

. ul 96 102 114 
Secondary activities 442 921 1 000 2 534 3 507 3 673 o J 914 3 623 2 566 2 909 3 055 3 253 
Manufacturing 278 733 1 434 .2 112 2 793 2 911 3 139 3 151 2 321 2 524 2 599 2 770 

1 Construction 79 112 263 340 649 717 723 429 200 349 409 440 
Mining 05 71 111 02 65 45 47 49 45 36 47 43 

Tertiary activities 1 478 3 507 5 144 6 223 7 655 3 191 n o 759 7 696 5 447 6 155 6 900 7 360 
Coanerce 755 1 506 2 337 2 831 3 670 3 G47 4 102 3 543 2 083 2 337 3 0:7 3 296 
General government 133 443 534 687 303 888 966 1 082 1 072 366 1 112 1 179 
Transports and 763 connunications 126 360 570 676 876 910 930 011 672 649 763 324 
Banks and others 36 72 205 248 344 402 444 417 351 325 363 384 
Electric power and water 12 55 109 158 206 288 324 302 260 240 310 327 
Property and housing 168 645 703 814 755 803 839 760 509 613 580 625 
Other services 248 506 636 809 1 001 1 044 1 104 781 500 625 680 725 

Population (thousands) 1 076 1 411 1 613 1 836 2 162 2 244 2 325 2 409 2 479 2 479 2 568 2 568 
GDP/inhabitant (cordobas) 3 158 4 167 5 794 6 130 6 685 6 815 6 938 6 237 4 545 4 974 5 1C5 5 533 

vi VO 

Source : CEPAL, based on data furnished by the Central Bank of Nicaragua. 
a/ Minimum formulated by the Central Bank of Nicaragua based on the hypothesis that effective reactivation will not 

take place during 1979. 
b/ Maximum based on the hypothesis that réactivation will be effectively initiated in 1979. 
c/ Hypothesis formulated by the Central Bank of Nicaragua based on initiation of reactivation« 
àf Hypothesis based on accentuation in 1930 of reactivation initiated in 1979. 



Table 20 

NICARAGUA; ANNUAL GROWTH RATES OF SELECTED PRINCIPAL ECONOMIC INDICATORS 

1950-1960 1960-1965 1965-1970 1970-1975 1976 1977 1978 1979 1980 

Total gross domestic product 5.6 9.7 3.8 5.1 5.8 5.5 -6.9 -25.1 18.2 
Agriculture 0.7 11.8 0.9 5.8 3.4 0.8 7.1 -12.1 3.2 
Manufacturing 10.1 14.3 8.1 5.9 3.5 7.7 0.4 -26.2 11.7 
Construction 3.8 18.9 5.2 13.7 9.7 2.0 -41.3 -52.5 100.0 
Other sectors 8.9 7.5 3.7 4.0 7.4 7,0 -12.1 -29.3 26.8 t 

Population 2.7 2.7 2.6 3.3 3.8 3.6 3.6 2.9 3.6 <y> o 
Exports of goods and services 0 • • • • « ft 9 © • • • 36.6 17.0 2 » 3 "IS« 3 ... s 

Imports of goods and services • • • • • • • • • • • • 2.7 36.0 -18.3 3.7 
a 

to.e 

Consumer price index • • • • » • • • • • • • 6.2 10.2 4.3 28. ... 
Sources CEPAL, based on data furnished by the Central Bank of Nicaragua. 
a7 From May 1978 to May 1979. 
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With respect to agricultural activities and export products, 
production of coffee and sugar cane should grow in 1979 as compared 
to 1978, but not enough, however, to counterbalance the decline in 
cotton production. As far as products for domestic consumption are 
concerned, the war also reduced cultivation and harvests of the 
principal crops: rice, beans and corn. The livestock sector was also 
subjected to cutbacks, basically because slaughter of cattle dropped 
considerably with respect to the previous year and because of a 
reduction in inventories, also attributable to the war. 

Manufacturing was seriously affected by the paralyzation of 
activities and by the destruction of some equipment - estimated at 
about 107o - as mentioned in the preceding chapter. The armed conflict 
also affected the trade of manufactured goods slated for the Central 
American market, which was the basic activity of a selected group of 
some 45 industrial establishments and, consequently, affected their 
production levels. 

As previously mentioned, the recessive trend in construction in 
1978 was accentuated in 1979. Since this sector depends more than 
others on investment in housing, industrial installations and 
infrastructure, it suffered greatly when such activities were suspended 
during the armed conflict. Construction activities in 1979 were probably 
reduced to 277» of their 1977 levels, with consequent harmful effects 
on employment and salary income. 

In the services sector, commerce was seriously affected. The 
destruction of some plants will make the distribution of articles 
difficult through normal channels, just as the generalized decrease in 
the production of goods and in imports will have a direct influence on 
the contraction of commercial activities. 

In addition to the Central Bank's estimate for 1979 based on the 
hypothesis that economic activities will only begin to be reactivated 
in 1980, Table 19 provides an estimate based on the hypothesis that 
such reactivation might be initiated in the final months of 1979, 
although relatively little progress can be expected from the agricultural 
sector, since crops planted now will not be harvested until next year. 

/The bottlenecks 



52 

The bottlenecks that will continue to affect activities in 1979 
will have inevitable repercussions on general production levels in 
1980, notwithstanding the fact that the extremely low 1979 levels may 
make the reactivation appear to be somewhat dynamic in relative terms. 
It can be observed that the estimate forecasts a growth close to 1870. 
However, expressed in millions of 1973 córdobas, the gross domestic 
product, which in 1977 was 16 132 million córdobas, would amount to 
11 266 million córdobas in 1979, and in 1930 to 13 316 million córdobas, 
17,5% lower than that achieved three years earlier. 

In studying the setback in general economic activities, the 
serious problem of employment should not be underestimated, since it 
constitutes another of the present-day bottlenecks. Although accurate 
statistical indicators are not available, there is no doubt that 
Nicaragua has traditionally been burdened with the great problem of 
unemployment and underemployment. The economic report prepared by 
the CEPAL Secretariat on the situation in Nicaragua in 1978 pointed 
out that despite the decided deterioration of economic activities, the 
problem of unemployment should be considered from the standpoint of 
its varying incidence on rural and urban areas. Agricultural production 
in 1978 was quite high because of the best rainfall in the decade 
and was consequently able to provide employment to a large number of 
campesinos. However, the situation was different in the cities, where 
the insurrection had began to paralyze many activities - particularly 
construction - totally of partially and therefore seriously affected 
employment. 

The situation in 1979 is consequently of unprecedented gravity 
and will continue into 1980. Very rough estimates indicate that the 
absolute unemployment rate of 8.7% reported in 1976 and 1977 increased 
to 14.5% in 1978 and to the dramatic figure of 33.3% in 1979. In other 

/words 
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words, 254 000 Nicaraguans among the economically active population 
were unable to find work this year. This is largely explained by 
the reduction in the planting of cotton and basic grains, which have 
traditionally generated much employment, and by the general slump in 
urban productive activities. If the per capita productivity of 1976 
is maintained in 1980, not even the recovery forecast for the gross 
domestic product will make it possible to eliminate this serious 
problem, since 28% of the economically active population would remain 
unemployed. These estimates are of necessity very rough ones, and 
employment levels may turn out to be very different as the new Government 
implements the programmes it has already adopted and may be able to 
provide employment to large segments of the population In activities 
that are only marginally productive but are nevertheless required to 
rehabilitate and intensify agriculture and other areas. In any case, 
an attempt has been made to indicate the seriousness of this problem 
in Table 21. 

3. Weakening of public finances 

The recent events have accentuated both a further reduction of tax 
revenues due to the decline in economic activities, and the huge 
treasury deficit brought about by the Government's increasing expenditures. 

A.s may be observed in Table 22, during the first half of 1979 
tax receipts continued to decline despite the Government's efforts to 
increase revenues through the imposition of new taxes and stricter 
control measures. This decline must be attributed to the general 
stagnation of the economy and the increasing intensity of the civil 
disturbances. It was not uncommon for Individuals and companies actually 
to refuse to pay their taxes. 

Meanwhile, operating expenses increased during the first half of 
the year as compared with the same period in the previous year, with 
the notable difference that priority was granted to salaries - among 

/Table 26 
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Table 21 

NICARAGUA; UNEMPLOYMENT ESTIMATES a/ 

(Thousands of persons) 

1976 1977 1978 b/ 1979b/ 1980b/ 
Employment 

Population 
Employed 
Unemployed 
Active 

629.9 651.8 632.4 507.4 567.3 
59.5 62.3 107.5 254.0 221.4-' 
683.4 714.1 739.9 761.4 788.7 
8.7 8.7 14.5 33.3 28.1 Unemployment (percentage) 

Source: CEPAL, based on official data furnished by the Central Bank 
of Nicaragua. 

a/ This is considered to be a minimum assumption of employment to 
in applying to the entire country the percentage of 
unemployment estimated in 1976 for the principal urban centres. 

hi These data were obtained by maintaining 1977 sectoral productivity 
constant per person employed. 

cf It will probably be possible to absorb some of this unemployment 
in low productivity activities associated with reorganizing food 
production and some essential services. 
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Table 22 

NICARAGUA: IN CO HE At'.D EXPENDITURES OF THE CENTRAL fflVERHIlQlT 

(Hilliotis of córdobas) 

1975 1976 1977 jan/jun 
1978 
Jan/Dec 

1979 
Jan/Juna/ Jan/Dec Jan/Oecb/ 1980 

Current income 1 323 1 527 i j m 890 1 621 ZZL 1 155 1 155 1 758 

Tax revenue 1 151 1 352 1 638 788 1 448 675 907 907 • • • 

Direct 265 350 392 184 363 157 228 228 • • • 

Income 175 246 274 138 270 110 173 173 
Property 
Remainder 

44 
46 

54 
50. 

62 
56 46 93 47 55 55 • •ft 

Indirect consumer 504 594 711 360 626 307 . 383 383 • • • 

. Sales 174 195 239 » » * • • » • • • * • * 

Beer 36 36 58 • * • • • • • « • • • • • • « 

Tobacco 56 69 77 • « • • 4 • • « • • • • * • • • » * 

Petroleum 96 107 122 • • « • * • • • • • • » • • • 

Processed petroleum 61 64 66 • • • • 0 • • » • • • * • • • • • • 

Gasoline (0.05 cordobas/gallcn) 2 2 3 • • * • • • • • • • * • 

Special tax on gasoline and 
diesel oil 33 41 53 • * * • • * • • • • • • • • • • •• 

Remainder 142 187 215 • • • • » • • • « • • • • « • 

On foreign trade 352 374 494 224 384 ; 190 215 215 
Imports 345 367 453 219 377 184 207 , 207 • • « 

General tar i f fs 175 184 233 • • • • * • » • • • • • • • • • • • 

Selective consumer-import 81 90 103 • • • • » • • • • • • • • • <» 

Remainder 89 93 117 « •* • • • I«« • • • 

Exports 7 7 41 5 7 6 8 8 
On transactions and legal acts 30 34 41 20 75 21 81 81 • • » 

Non-tax revenue 172 175 158 102 173 97 248 248 • * a 
Transfers 15 13 15 4 8 2 72 • • o 
Other income 134 130 106 35 77 28 67 • • • • • o 
Speci fi c rents 23 32 37 63 88 67 109 • • o 

Operating expenses 1 085 1 276 1 ̂ 462 889 1 979 927 2 056 2 007 2 208 

Remunerations 442 547 569 330 702 386 911 911 1 002 
Purchase of goods and services 247 312 385 290 615 183 409 455 449 
Current transfers 248 234 353 175 362 145 257 300 283 

Private sector 53 67 73 39 104 ' 35 35 38 
Public sector 187 154 236 128 243 108 220 • • • 243 
External sector 8 13 U 8 15 2 2 • * • 2 

Interests on public debt 148 183 185 94 300 213 479 346 474 
Internal 10 15 1 4 13 53 35 35 • • • Í30 
External 138 168 171 81 247 178 444 344 

/(Continued) 
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Table 22 (Conclusion) 

3. Savings in current account 

4f Capital expenditures 

Direct investment-
Real investment 

Machinery and equipment 
ilorks and construction 

Financial investment 
Purchase of existing assets 
Granting of loans 

Indirect investment 
In private sector 
In public s.ector 

Amortization of public debt 
Internal debt 
External debt 

5. Total expenditures (2+4) 

6» Fiscal surplus or deficit (1-5) 

1975 1976 Ì977 1978 1978 1980 1975 1976 Ì977 Jan/Jun Jan/Oec Jan/Juna/ Jan/Oec Jan/Decb/ 1980 

238 2 £ 334 32 . -358 -156 •M -852 450 

1 015 1 033 1 229 Si- 1 203 m m 1 254 

673 . 549 797 ns 636 75 75 375 636 
347 365 585 109 402 61 6f 361 402 
49 48 282 7 160 2 2 i> » 9 160 

298 317 303 102 242 59 59 O •« 242 
326 184 212 6 234 14 14 14 234 
90 22 9 « 0 • • • • • • • t« • • 

236 162 203 • • • • • • • • • • O» a • • • • • 

224 309 206 70 185 45 45 100 185 
3 6 2 3 3 4 4 0 • • 3 

221 303 204 67 182 41 41 <:> • • 182 
118 175 226 106 382 61 779 779 no 
46 66 58 7 69 19 19 ! > • • -

72 109 168 99 313 42 760 1 • • 110 

2 100 2 309 2 691 1 180 3 182 1 108 2 955 3 261 3 139 

-777 -782 -895 -290 -1 561 -337 -1 800 -2 :06 • -1 381 

Source: CEPAL, based on data furnished by the Central Bank of Nicaragua. 
aj tTnimum formulated by the Central Bank of Nicaragua based on the hypothesis that effective reactivation will not 

take place in 1979 and nodi fled by the effect of payment of amortizations due in 1979. 
b/ (Maximum, based on the hypothesis that effective reactivation will take place in 1979. 
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these, probably increased allotments for National Guard salaries - and to 
debt servicing. The purchase of goods was considerably reduced. As 
previously mentioned, direct government investment during the first 
quarter of 1979 was also drastically reduced to almost half that of 
the same period in the preceding year. However, this reduction in 
capital expenditures was unable to prevent growth of the treasury 
deficit during that quarter. 

The paralyzation of productive activities and the drop in 
production, previously discussed in this chapter lead, to the supposition 
that tax revenue will diminish still further during the second half 
of this year as compared with the same period last year. Thus, at 
the end of 1979, the Central Government's budgetary situation will 
undoubtedly show an unprecedented imbalance. Available information, 
combined with a forecast of maintaining the observed trend for the 
remainder of the year, indicate a treasury deficit of 1 800 million 
córdobas for 1979, that is, 15% higher than the preceding year and 
equivalent to almost 10% of the estimated gross domestic product. 
Moreover, if capital outlays were to rise in accordance with the 
hypothesis of a reactivation of the economy during the last quarter of 
the year (which is perhaps more realistic in view of the immediate 
needs the Government must attend to during the emergency stage) the 
deficit would increase to more than 2 100 million córdobas. (See 
Table 22. ) 

In other words, at a time when the State is acquiring a major 
role in the emergency stage, in the reconstruction stage and also in 
the future development stage of what is announced as a more egalitarian 
society - which implies that the population will have greater access 
to basic services - an extremely difficult financial situation must 
be faced, with a treasury deficit for 1979 that is practically double 
the amount of current income foreseen and that is estimated on the 
basis of a level of public investment which in the best of cases does 
not even reach an average of 40% of the investment registered 
between 1975 and 1977. 

/To t h e s e 
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To these unfavourable prospects must be added the Significant 
incidence of the exponential growth of amortization of the external 
debt, which, as mentioned earlier, has increased from 170 million 
cfirdobas in 1977 to 310 million in 1978 and to 760 million in 1979. 
To the extent that the efforts to renegotiate the public debt are 
successful, the Central Government's financial future may become 
more manageable - although still within critical margins - at least 
for the 1979-1980 period. 

It should be noted that the estimates in Table 22 do not take 
into account the far-reaching changes that are taking place in the 
reorganization of the State in Nicaragua and that will doubtless be 
reflected in a relative decrease in the importance of the Central 
Government within the public sector. Some of the enterprises that 
have been nationalized may produce surpluses that could be turned 
over in part to the Central Government improving Its financial situation 
others may, on the contrary, require State funds to make them solvent, 
with all the negative repercussions that this implies for the forecasts 
that have been made. It is, therefore, too early to take into account 
the effects of the transformation of the State on public finances. 
The projections contained in Table 22 should consequently be considered 
as mere orders of magnitude applied, moreover, to only one part of 
the public sector. 

4. Monetary and financial instability 

The 1978 political crisis, whose symptoms were already apparent in 
1977, accelerated the disadjustments in Nicaragua's monetary and 
financial system, to which other factors were added that only increased 
their severity. The first derived from the disparate effects of the 
devaluation in April 1979 on different monetary variables; and the 
second, from the substantial flight of capital and its consequences 
on the level of reserves and the amount and composition of domestic 

/means o f 
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means of payment. Furthermore, the slump in internal economic activity 
and its effects on public finances compelled the financial system 
to extend ever increasing credit to the public administration. 
Finally, in view of the growing lack of liquidity in the banking system 
and the deep depression of the economy, the Central Bank was forced 
to substantially increase its advances and discounts, thereby permitting 
an increase in the portfolio maintained by the banks with the private 
sector. 

The critical situation of the country's monetary system at mid-
year, heightened by the insurrection, is indicated in Table 23, in 
which two extreme hypotheses are presented on the foreseeable behaviour 
of the principal monetary variables for the remainder of 1979. 

In the first hypothesis, which assumes the drop in international 
reserves that the country would face if it were obligated to meet all 
its commitments with its external creditors, and which further assumes 
no refinancing of the debt nor any fresh assistance from the international 
community. the situation would be absurd, since it would amount to 
somewhat more than complete d̂ reô aetizati-oa of the economy. According 
to this hypothesis, the principal aggregates of the monetary system 
would produce negative values - an inconceivable situation - or it 
would be necessary to increase credit, on the one hand, and the currency 
in circulation, on the other, to such an extent that hyperinflation 
would result. It must be stressed once more, that this hypothesis is 
unimaginable owing to the absolute lack of foreign exchange to meet 
the aforementioned commitments. Rather, in practice, the country would 
simply be obligated to suspend all payments, as, indeed, it did in 1978. 
Even-if external financial aid were to be received at the levels of 
the past three years, it would still not change the picture appreciably. 
In view of the minimum requirements for survival of the economic system 
- even in the absence of reactivation - the hypothetical scenario described 
would lead to inconvertibility and runaway inflation with unforeseeable 
consequences. 

/Table 23 
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Table 23 

NICARAGUA: SOURCES AMD USES OF BANKING SYSTEf. FUNDS 

(iii 11 Ions of cordobas) 

1975 1976 1977 
1978 

1979 

March December March December 
ay 

Sources 2 m 3 625 3 929 3 928 4 159 

Honey In circulation 445 636 692 716 886 799 
Demand deposits 843 1 013 1 032 . 1 076 1 002 1 131 » • • 

Savings deposits 381 485 498 489 427 426 
Time deposits 413 591 650 596 565 554 • 

Deposits of other financial institutions 
1n the Central Bank 26 26 . 61 .30 40 • •• • » • • 

Capital and reserves 488 525 539 553 588 570 » • • 

Credit from the Government 56 60 61 61 61 • • • 

Credit from the Federal 
Reserve System (net) 59 107 170 180 250 • • • 

Other long-term external resources 133 182 226 227 340 • • • 

Uses 2 844 3_625 3 929 3 928 4 159 • » • 1 756 

Internal credit 2 754 3 116 3 761 3 677 5 079 • • » 5 678 
Central Government (net) 40 76 145 241 724 • • • «»t 
Official entitles 53 69 77 82 55 • • • • « • 

Other finance institutions 2 661 2 971 3 539 3 354 423 • • » 

Private sector 2 661 2 971 3 539 3 354 3 877 • • • 

Other net assets 387 418 451 399 656 • • • 656 

Net reserves -297 91 -283 -148 -1 576 • • • -8 090 

bT 

5 690 

. . . 3 650 

2 040 

Source: CEPAL, on the basis of data furnished by the Central Bank of Nicaragua. 
a7 Under this hypothesis, the country would meet all of its outstanding financial obligations, including those 

in arrears from previous years, and no fresh financing nor rescheduling of the debt would be negotiated* 
b/ Under this hypothesis, the country would receive international assistance,both in the form of debt 

rescheduling and roll-ov.ers as well as fresh financing, in the gross amount of 925 million dollars, as 
required to f i l l the foreign exchange gap described in Table 15. 
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The second hypothesis, presented in Table 23, assumes the 
opposite extreme; that is, the international community, in view of the 
financial solvency crisis, would fully support the country in 
mobilizing an estimated total of 925 million dollars, in accordance with 
the foreign exchange requirements indicated in Table 15. In such a 
situation, by avoiding a sudden drop in the level of international 
reserves, the country could aspire to maintain a certain balance in 
the monetary system without creating distortions. The banking system's 
lack of capital, referred to in another part of this report, would 
be replenished by some 200 million dollars in new financing, while 
the economic reactivation programmes and the use of existing idle 
capacity, probably would insure that the expansion of credit would 
result in greater productive capacity instead of inflationary pressures. 
In other words, according to this hypothesis, the banking system would 
be able to attend to economic reactivation on a sound basis. 

Naturally, an entire range of intermediate hypothesis could be 
formulated that would emable the monetary system to operate with 
varying degrees of flexibility so as to make funds available to the 
productive sectors within a framework of relative stability. 

As has already been pointed out, the banking system which was 
nationalized has been completely depleted of capital - its liabilities 
might even exceed its assets. This is due to the high proportion of 
uncollectible debts that probably make up the portfolios of the banks 
and of the great number of irregular operations or operations of 
doubtful legality that took place during the last stage of the war. 
Nevertheless, it will be impossible to know the true extent of this 
situation until a thorough audit has been made. It is sufficient to 
note .for the time being that stabilization of the finances of the 
banking system will require a new infusion of capital and that the 
only viable source for such an Infusion is, in the short term, 
external financing. 
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Finally, the devaluation in April, the shortage of basic articles 
of consumption and other repercussions linked with the intensification 
of the armed conflict brought about an unprecedented rise in the . 
consumer price index that amounted to 28. 6% in May 1979 as compared 
with May 1978, and became unmeasurable in June and July. (See Table 24.) 
This tendency was probably reverted to some extent in the weeks 
immediately following the change of government as a result of the 
increasing supply of food derived from international donations and the 
Government's action in freezing the prices of certain basic articles. 

In summary, the viability of Nicaragua's monetary and financial 
system and, consequently, the country's general economic stabilization, 
depend on the obtaining of external, resources to rehabilitate its 
productive capacity. If such resources are not forthcoming, the 
country will be faced with a cruel dilemma: either monetary collapse 
and runaway inflation, which will bring about economic breakdown, 
or a still greater reduction of economic activity at a time when a 
large portion of the population is already unemployed. These are the 
impositions placed upon Nicaragua by its current monetary and financial 
c ircums tanc e s. 
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Table 24 

NICARAGUA: EVOLUTION OF INTERNAL PRICES 

1975 1976 1977 1978 May 
1978 1979 

1. Indexes (year averages) 

Consumer price index 100.0 102.3 114.5 119.6 119.7 153.9 
Food, beverages and tobacco 100.0 101.1 116.1 121.8 123.7 154.9 
Clothing 100.0 100.6 103.5 107.3 106.2 136.0 
Housing 100.0 104.1 111.3 117.6 115.4 155.6 
Miscellaneous 100.0 105.1 118.1 121.3 120.8 155.2 

2. Variation from December to December 
Consumer price index 1.9 6.2 10.2 4.3 28.6—^ 

25.2— 

28.1-'' 
34. Q— 

28. 

Food, beverages ar.d tobacco 0.5 8.1 10.7 1.6 
28.6—^ 
25.2— 

28.1-'' 
34. Q— 

28. 

Clothing 2.3 2.5 2.6 4.3 

28.6—^ 
25.2— 

28.1-'' 
34. Q— 

28. 
Housing 3.5 5.0 8.9 7.9 

28.6—^ 
25.2— 

28.1-'' 
34. Q— 

28. Miscellaneous 4.5 5.2 12.6 5.5 

28.6—^ 
25.2— 

28.1-'' 
34. Q— 

28. 
3. Annual average variation 

Consumer price index « 0 O 2.8 11.4 4.5 13.8^ 
11.7—^ 
13. 
17.3^ 
14.0^ 

Food, beverages and tobacco • • • 1.1 14.8 4.9 
13.8^ 
11.7—^ 
13. 
17.3^ 
14.0^ 

Clothing • e o 0.6 2.9 3.7 

13.8^ 
11.7—^ 
13. 
17.3^ 
14.0^ 

Housing • e • 4.1 6.9 5.7 

13.8^ 
11.7—^ 
13. 
17.3^ 
14.0^ Miscellaneous • o • 5.1 12.4 2.7 

13.8^ 
11.7—^ 
13. 
17.3^ 
14.0^ 

Source : CEPAL» on the basis of data furnished by the Executive Office of 
Surveys and Censuses, Nicaragua, 

sj May 1979 as compared with May 1978. 
b/ January-May 1979 as compared with January-May 1978. 
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Part Two 

THE NEW NIC 'R'-GUiN DESIGN; INITIAL STEPS AND PRIORITIES 

The programme of the new national reconstruction Government provides for 
the fornulation and implementation of three plans of action; 1) an 
emergency plan; 2) a plan for short-term economic recovery; and, '3) a 
plan for reconstruction, transformation, and socioeconomic development. 
Even though the establishment of priorities has not yet been finalized, 
the mission thought that it might be useful to identify those activities 
that obviously require external financial and technical cooperation. 
The final decision on determining specific areas of assitance xjithin each 
of the fields identified rests, of course,with the Government of Nicaragua. 

The short-tern rehabilitation and reconstruction policies related 
to the second action plan above are the main object of attention in the 
present study. This is explained by the fact that, on the one hand, the 
emergency programme is already under way and support for it from the 
international community should not be delayed awaiting reports like the 
present one. On the other hand, the third action plan --a long range 
development effort-- cannot be formulated until the Government comes to 
grips with its most pressing and innediate short-tern economic policies. 

In any case, the three plans concerned will have to be mutually 
supportive and coherently inter-related insofar as posible. What is more, 
they should not be conceived as sequential: the immediate recovery 
plan must be launched well before the emergency phase may be considered 
concluded and the projects and programmes that are part of the long-range 
development plan can - and should - be initiated as soon as possible, 
at the same time that the immediate economic recovery plan goes into 
operation. 

For this reason, although the following pages place strong 
emphasis on the second of the plans mentioned (rehabilitation and re-
construction) , a brief mention is also made regarding the priority areas 
of the emergency plan and the long-range development plan. 

/I. TIE El-jERGElICY 
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I. THE EMERGENCY PROGRAMME 

According to the government's programme the emergency plan of the Junta, 
aims at insuring maximum availability and optimum distribution of food, 
finding solutions for the immediate financial problems of war-stricken 
families, improving the dietary and health conditions in which the 
population found itself after the conflict, and to begin rebuilding cities, 
towns, and neighbourhoods,as well as reorganizing public utilities, 
including transportation, communications, energy, and water supply, in 
order to assure their efficient operation. 

Whereas during the war and Immediately afterwards, it was through 
the humanitarian actions of the Red Cross that the people received food and 
medicines, now it has become incumbent to an increasing degree upon the 
government, through the Ministries of Social Welfare and Public Health, 
to attend to those problems, The Ministry of Social Welfare has been 
receiving the co-operaCion of the recently organised Neighbourhood 
Committees and Councils which have been setting up health and supplies 
committees, among others. This Ministry has also established a special 
committee to attend to the problem of refugees and displaced persons. 

With regard to food distribution, the government seems to have the 
necessary organization for rapid and efficient delivery to the needy, 
through the above mentioned neighborhood committees and councils. 
Also, a programme of food in exchange for reconstruction work has been 
proposed to take effect, as soon as the Ministry of Social Welfare 
consolidates its tasks of distributing the provisions arriving from 
abroad. It is estimated that 44 500 tons of rice, corn, and beans, 
17 400 tons of lard, 27 000 tons of sugar, 8 700 tons of salt, and 
17 400 tons of milk will be needed to feed one million persons during the 
period August through December, 1979. The government calculates that 
there is a deficit of one-third of these amounts, or 300 tons of food 
per day, which can be met only from the second harvest of the end of 
1979 or the beginning of 1930. The International community was supplying 
barely one-third of these needs at the beginning of August, mainly through the 
Nicaraguan Red Cross. 

/As f a r as 
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As far as missing or displaced persons are concerned, a census is 
being taken by an ad hoc committe created by the Ministry of Social Welfare 
in an effort to locate the former and relocate the latter. This 
committee is considering ways and means of setting up a financing 
programme that will enable such people to re-establish themseleves and 
resume their productive activities. Furthermore, taking advantage of 
the fact that the state now controls many of the building-materials 
companies, the Ministry of Housing and Human Settlements has proposed 
the immediate creation of a building-materials bank to which victims, 
who must repair or rebuild their dwellings, may have recourse. 

According to the Ministry it should be possible to begin 
rebuilding very soon, because not only are supplies of basic building 
materials on hand, but also the factories that manufacture them have 
been only minimally damaged. 

The hospital system, reinforced by hospital units and emergency 
clinics sent by various countries, is facing an acute shortage of medicines. 
The Ministry of Public Health estimates that 420 000 electrolyte tablets, 
30 000 bottles of antitussives 333 000 analgesic and antispasmodic pills, 
42 000 tablets of ampicillin (250 mg), gentamycin, and penicillin, and 
17 000 bottles of erythromycin suspension will be needed from August 
through December to cover 15 000 outpatient consultations per week. 

Although it was impossible to determine exactly how much medicine 
is on hand or what the daily consumption amounts to the government as 
well as the Red Cross - and the mission was able to verify this on the 
spot - agree in asserting that shipments from abroad still do no meet the 
demand and that stockpiles are practically exhausted. 

As soon as hostilities were over, the government re-established 
water and electricity supplies which are now functioning normally, 
except in those zones that were completely destroyed in certain cities. 
Telecommunication problems still exist in some localities because of the 
damage to plant and equipment, as well as to telephone lines and cables. 
It will be some time before the Telecommunications and Postal Office 
(TELECOR) is able to repair this damage. Urban public transportation 
is still deficient because of the large number of vehicles destroyed 
during the war. A fleet of small trucks has been put into service to 
transport passengers in the city of Managua. /Neighbourhood 
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Neighbourhood committees are repairing urban streets with volunteer 
labotir under the technical supervision of the municipalities. As was 
mentioned before, the government is planning to set up a programme of 
food in exchange for labor in order to meet these repair and 
reconstruction needs. 

It may, therefore, be concluded that the National Reconstruction 
Government of Nicaragua had, by the middle of August, set up the internal 
organization necessary for coping with the current emergency. However, • 
in view of the government's scanty finances it will be necessary to have 
the greatest possible external co-operation to complement thèse actions 
as soon as possible. 

In summary, the most urgently needed international aid is in food 
and medicines (of the type and in the amounts indicated above) and 
funds for the local purchase of building materials for housing, payment of 
wages, and other pressing needs, most important among which are the 
relocation of displaced persons as a result of the x-7ar and the total 
destruction of their dwellings. 

/II. THE REHABILITATION 



- 79 -

II. THE REHABILITATION AND RECONSTRUCTION PROGRAMME 

It will take a more or less lengthy period of time to meet the twofold 
task of rehabilitating the economy arid restoring the damages arising 
from the conflict within the broader context of future development, but the 
mission estimates that the more critical phase could be overcome in about 
two years. At the end of this period, the productive structure should be 
functioning normally and the most serious material damage caused by the war 
should have been repaired. At the same time, during this period, it is 
safe to assume that the Reconstruction Government will also have taken 
concrete steps aimed at achieving the most urgent objectives of the 
reconstruction process. 

In the following pages, five critical areas related to the . 
rehabilitation and reconstruction phase are specified. These are the areas 
to which the government has explicitly or implicitly assigned priority and 
which in the mission's oppinion call for rapid supplementary co-operation 
on the part of the international community. After referring briefly to the 
steps already taken by the government in each one of these areas, some of 
the projects and programmes that the mission feels should receive such 
short-term co-operation are described. 

1. Structuring a mixed economy and determining 
the new character of the state 

a) Structuring a mixed economy 

This may be considered one of the most significant aspects of 
the new government's political design. Its general postulates appear 
in the programme announced by the Junta of the National Reconstruction 
Government of Nicaragua (No. 3, economic area) contained in the idea of 
the coexistence of three basic forms of ownership of the means of 
production: the "area" of state and social ownership; the "area" of 
private ownership; and, the "area" of mixed public and private ownership. 
The first of these will be formed with recently attached property and 

/the enterprises 
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the enterprises derived from the nationalization of the private banking 
system in which they operated as supplementary activities; the second 
will be structured on the basis of existing private ownership; and the 
third will be constituted by the association of the assets produced by 
attachment and nationalization and those of the private sector and will 
be based particularly upon the future need for developing joint or 
co-ordinated investments of the public and private sectors. 

The National Reconstruction Government has been taking measures 
within the spirit and letter of this pronouncement to specify the forms 
of ownership, as well as their operation, particularly with respect to 
the area of state and social ownershipQ Initial steps have already been 
taken In relation to this area for activating confiscated and nationalized 
assets. These decisions will be summarized below« 

The ownership of attached or nationalized land, sugar mills, coffee 
processors, cotton gins, etcs will be transferred to the land Reform 

1/ 
Institute in order to initiate an Integrated rural development,— Even 
though the details on the management and of these enterprises have 
still to be worked out, some of the basic guide-lines - still of a 
preliminary character - can be mentioned: 

1) Enterprises will continue to operate as before, retaining 
their unity as produtive enterprises, but under state trusteeship; 

2) Integrated rural development will be organized and implemented 
in gradually increasing form around.the basic productive operation 
- cotton, sugar cane, coffee, cattle, etc. - in order to furnish the 
peasant and wage-earning population with the basic services demanded 
by an acceptable standard of living: housing, health, education, 
training, and culture; 

1/ The state has taken over ownership of approximately 350 000 hectares, 
60 000 of which are highly productive lands growing mainly sugar cane, 
rice, coffee, and tobacco, 100 000 are grazing lands which hold 
40 000 head of cattle, and the remaining area is uncultivated. 

/3) The basic 
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3) The basic productive function of each unit will be broadened 
through activities which, without reducing resources necessary for 
maintaining their efficiency and productivity, will make it possible to 
mitigate the seasonal unemployment characteristic of many export crops. 
Agroindustries will be introduced and local and regional infrastructure 
programmes strengthened to accomplish this purpose. 

With respect to other activities - manufacturing, fishing, trade, 
transportation, etc. - the government has decided to set up a national 
trusteeship to assume the task of initiating the resumption of the 

2/ 

normal operations of these companies.— Noteworthy among the objectives 
of this policy will be: 

a) The "National Trusteeship" will operate these enterprises 
until such time as the reorganization of the government allows for their 
absorption by the.sectoral entities deemed advisable; 

b) To launch programmes and actions as soon as possible that 
will enable these companies to go into production in order to step up 
income and employment; and 

c) To utilize as many of the regular technical and administrative 
employees of a company as possible. 

These guidelines will have to be gradually broadened in order to 
assure the adequate operation of the firms and to avoid conflicts 
among them and between them and those that operate in the private sector. 

2/ Some 50 companies of the industrial and services sector were 
confiscated, including enterprises in the fields of: finance 
(banks, investment and insurance companies); agroindustry (rice, 
meat, sugar, coffee processors); fishing (shrimp, lobster, and 
tuna); building materials (cement, iron, and steel); 
transportation (air and maritime); business and various services; 
mass communications (radio, television, and periodicals); 
chemicals; and a number of small enterprises of a wide and 
diverse nature, including real estate. 

/For the 
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For the time being, the government has already indicated some of the 
aspects concerning these relations that might warrant external support. 

Most important is the need to implement a financial reorganization 
programme of the companies. Many of them seem to have been used for 
facilitating the flight of foreign exchange - by liberating equity through 
the use of extended credit - since they show cn unfavourable debt/equity, 
ratio and in many cases an imbalance between assets and liabilities. 
It appears necessary to set up a special fund to bring the finances of 
these enterprises back to their normal levels; only in this way will 
the conditions be created to put them into immediate operation and to 
regulate and evaluate their efficiency. Doing so will, of course, imply 
the prior solving of problems of internal and external indebtedness 
to suppliers and commercial banks. 

Secondly, it would appear to be of the greatest importance to elaborate 
clear guidelines that reflect the objectives of the transformation 
and development policy, and how they bear on the modalities of 
operation of each of the "areas" of ownership of the means of production. 
The mission was able to observe, for example, that the state and social 
ownership "area" is assigned the following objectives: tapping part of 
the national economic surplus; operating at the productive base of the 
system as an economic policy-directing unit; acting as a unit for 
introducing technology; producing under efficient conditions widely used 
goods and services, to bring the mixed economy as a whole up to a proper 
level of productivity and to constitute a productive base that will make 
it possible to institute integral development in the rural zones around 
it and under its aegis. 

Along with those aspects that signify specification of objectives 
for the state and social ownership "area" are those that will 
call for clear rules in the interest of better operation, of 
the private and mixed ownership area, particularly since it 

/apparently 
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apparently- has already been assigned the role of production of 
agricultural commodities for export and domestic consumption, employment, 
formation of wage income, structuring and strengthening of small and 
medium farm, industrial, and services ownership. 

The organization and consolidation of a mixed economy is, of course, 
a difficult and extremely complex task. In any case, it has been 
initiated, starting from a basis of clear political definitions for 
the basic aspects and, unquestionably, the next step will be 
to specify operating standards and procedures. To be sure, international 
cooperation is not needed for arriving at these basic definitions, but 
it could be uséful later on for attaining more precision of the ideas 
under consideration. In this relation, the evaluation of damages and 
the clear-cut expression of the aims of economic policy at various 
intervals will facilitate the identificación of aspects for which 
such external co-operation is essential. These aspects will be 
considered subsequently, 

b) Determination of the new nature and characteristics of the state 

One of the most significant changes that has taken place in Nicaragua, 
as a consequence of the popular uprising, is unquestionably the 
transformation of the nature and characteristics of the state. This is 
so not only from the obvious standpoint of a change of authorities, 
but from the more important one of the transformation of the structure 
and functions of the government apparatus. Such transformation arises 
primarily from the new organic structure given to the state, secondly, 
from the powers invested in it and, finally, from its relatively 
increased weight within the society. 

Of special significance in this new organic composition of the 
state are the Government Junta - made up of five members who 
adopt decisions by majority vote , the State Council - still to be 
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formed -, a quasi-legislative body made up of thirty-three members 
representing various popular, entrepreneurial, and political organizatio 
which is to have the power of vetoing the decisions of the Government 
Junta; and, last, the Court of Justice which will administer the law 
during the transition period. 

In contrast to the previously existing situation, according 
to the state's new powers, its participation in society has increased 
considerably. These aspects are related to the assumption by the state 
of such functions as banking (under the nationalisation decree) or the 
establishment of new governmental agencies, particularly new state 
ministries which will carry out functions that did not have the same 
priority before within governmental activities. Of note, for example, 
is the creation of new ministries (or institutes with the rank of 
ministries) of land reform, foreign trade, culture, housing, social 
welfare, and planning. 

These new government agencies, which add importance to the 
activities assigned to them, are in turn closely related to the 
broadening and considerable increase in the relative weight of the 
state within society, another significant new factor in the present 
situation. 

The nationalization of banking alone signifies a basic 
transformation in the state's fuctions and if the administration of the 
assets that belonged to the former dominant political group are added, 
the transformation reveals itself as decisive. In other words, the 
recuperation of property and its being placed under a "National 
Trusteeship" at once converts the state into the country's most 
important economic agency. 

Such transformations find their source directly in the popular 
uprising which has given legitimacy to the new Nicaraguan state. 
It may therefore be anticipated that the putting into operation 
of the principles set forth in the Basic Statute on human rights 
- such as the expression and organization of all the political 
tendencies unconnected with the previous regime - will bring into 
being a more pluralistic, more open society. Furthermore, popular 
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participation in public sector decisions is one of the essential features 
of the Government's Progranime. 

The transformation effected in the nature of the state is also 
reflected in the proposed objectives which ere qualitatively and quantitatively 
very different from those of the previous regime in the political, 
as well as the economic and social fields, which are specified in general 
terms in the Government Programme. Lastly, special note should be taken 
of the originality of the conception of this new character of the state 
and the relative rapidity with which it was being put into practice. 

The organization and consolidation of this process should'be 
considered one of the most important tasks of the net* Nicaraguan 
government. The degree of success attained in realising the objectives 
of the Government Programme - and, in broader terms, the success of 
the intended process of development itself •• will dep^d in large measure 
on the organizational and executive ability of the various institutions, 
entities, and enterprises that have become part of the Nicaraguan 
public sector. 

Undoubtedly, although the area concerned is the exclusive province 
of the Nicaraguans, it could, at the same time, be susceptible of 
receiving external co-operation- particularly technical - for 
supporting and putting.goverment decisions into operation. An example 
of this are the activities being carried cut in that direction by the 
Central American Institute of Public Administration (ICAP) at the 
time of writing this report. 

It is not difficult to Imagine the almost unlimited extent of 
the fields open for such cooperation. Some find almost natural counterparts 
at least within the United Nations, (UNESCO for the educational 
system, the ILO for activities of the Ministry ofLabour, FAO for 
the public agricultural sector, UNIC2F and WHO for social welfare and 
health, ate.) . In the mission's opinion, however, aoine areas cf the state 
sector call for priority attention because of their strategic role 
in the transformation process. It is not a question of limiting external 
co-operation to these sectors, but, rather, of concentrating it where 
it can be most useful to the country in the short-term. Those priority 
sectors are indicated below. 
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First and foremost are the activities connected with the 
Land Reform Institute which are many and varied. They include a 
set of problems ranging from the efficient handling of the attached 
farm enterprises to the launching of projects for operating new 
companies under varying ferns of organization. Specific examples 
are training programmes at all levels, including those for replacing 
managerial and technical-administrative personnel who might have abandoned 
attached farm enterprises, and immediate support for the day-to-day 
running of such companies. Furthermore, the possibility might be 
considered of external support for defining specific land-reform 
policies, such as is currently being granted by the Inter-American 
Institute of Agricultural Sciences (IICA). 

Secondly, there are the activities assigned to the national 
Trusteeship which has been charged with the attached and nationalized 
non-agricultural enterprises. At this writing, specific measures 
have not yet been decided upon as to how they should be run but maximum, 
efficiency of operation was the desideratum. Inasmuch as these 
companies exert a strong influence upon de country's economy, the 
Trusteeship will have to obtain external co-operation for the phase 
of organization and definition of specific characteristics of the 
"social-ownership area", as well as for specific consultations 
to facilitate the normalization and eventual expansion or 
transformation of such enterprises. 

The third activity of basic importance for the state sector is 
the organization of foreign trade. The national Reconstruction 
Government has decided to set tip a new organization at ministerial 
level to attend to this field that is vital for Nicaragua's future 
development. This agency will need technical assistance for the 
organizational phase itself, the formulation of alternative foreign 
trade policy proposals, putting mechanisms into operation for 
activating exports and for improving the marketing of specific 
products. The Secretariat of the United Nations Conference on Trade 
and Development (U1ICTAD) has an obvious role to play in this connection. 

/Fourth 
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Fourth in importance is the reorganization of the banking system 
that was recently nationalized and, in more general terms, the entire 
system of financial intermediation including the Central Bank, For 
this purpose, in addition to technical co-operation, it will be necessary 
to obtain financial cooperation to convert an insolvent system to a sound 
financial footing. The urgent need again arises for training programmes 
at all levels for replacing personnel who have abandoned their jobs and 
developing those who stayed on. The Centre for Latin American Monetary 
Studies (CEMLA) could certainly make a contribution in this regard. 

Fifthly, and closely linked to the foregoing because of being 
a part of the entire financial machinery of the country, is the 
reorganization of public finances, for which international cooperation 
would be needed in the fields of budgeting,taxation, and regulation 
of public finances, for example. 

Standing in sixth place, because of the objectives the Reconstruction 
Government has set itself, is the new Ministry of Social Welfare whose 
main task seems to be to translate the demands from rank and file of the 
community into specific proposals - for implementation by the 
Ministries of Education, Health, Housing, Culture, etc, - in order to 
raise the living standards of the underprivileged strata of society. 
Among the steps the ministry proposes to take, which would call for 
international co-operation, are a system of distribution and marketing 
of basic foods and a method of eliciting organized demands from the 
rank and file of the community, so that the services provided by the 
state will be efficient, timely and relevant. 

Lastly, economic planning, is a field of the greatest importance 
among government activities. The ministry which has just been created 
and is still at the organizational stage, will be given very specific 
tasks to support the other six priority areas and to contribute to the 
co-ordination of these initiatives with ecch other and with the rest of 
the public sector, besides coordinating the activities of this last with tLe 
private sector. Furthermore, the ministry will act on an. advisory 
capacity which, obviously, would be open for international technical 
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co-operation,including the eventual assistance of specialized 
organizations of the United ¿Jatioas, such as the Economic Commission 
for Latin America (CEFAL) and the Latin American Institute for 
Economic and Social Planning (ILPSS). 

The international community, by contributing to the reorganization 
of the state sector, particularly in the fields mentioned, would at 
the sane time be favouring the efficient execution of actions within 
the other priority areas that are part of the rehabilitation and 
reconstruction programne and those referred to below. 

2. Organization of the f_inanci.a_l system 

The new conditions arising from the context of the mixed economy 
and the nascent structure of the state call for an organization 
congruent with the financial system of: the ITIcaraguan economy, 
which is related to the banking system, public finances, and 
external financing. 

In relation to the banking system, the decree under which 
the private financial institutions were nationalized has laid down 
the bases for its functioning. Once again, it seems appropriate 
to recall some of the ideas in this respect that are being put 
forward within the government to normalize its activities, and to 
repeat that they are illustrative and tentative in nature. 

One area concerns the placing of nationalized banks on a 
sound footing in order to avoid that the actions taken will not 
become a mere nationalization of financial liabilities and weaken 
the new government's position with respect to the recognition of 
external debts. Thus, the improvement in the banking sector's 
finances is very much linked with the. refinancing the external 
debt, which T7ill be considered subsequently. 

A second aspect is connected with the working capital needed by 
most of the now nationalized banks so that they may carry out the 
role assigned to them for the reactivation of the economy and the 
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subsequent support of the expansion of productive activity. This 
calls for the availability of funds to strengthen financing in the 
farming sector and demads financial resources to inport raw materials, 
inputs, machinery and parts needed for replacing assets lost or 
damaged during the armed conflict, earmarked for the industrial 
and trade sectors. 

A third field, which was briefly referred to earlier, is 
technical assitance for the reorganization of the nationalized 
banking system in specific aspects ranging from sectoral 
specialization to the preparation of regulations and operational 
standards. This effort must be accompanied by a training programme 
for technical and administrative staff, as X7ell as for training 
of high-level officers of each bank, so that they will be able to 
perform satisfactorily. 

The organization of public finances is one of the aspects 
of primary importance for the new government. An urgent study 
of the status of the national treasury is being conducted and 
an emergency budget rapidly prepared to determine highest priority 
expenditures and particularly to meet payment of back government 
salaries and the eiqjenses of the entities that provide public 
services. 

It is logical to assume thkt the government's system of 
revenues • largely from taxes - will find itself seriously affected 
by the low levels of activity and the damage to the physical assets 
of individuals and companies. Consequently, ta:c collections for 
the remainder of 1979 and very probably for 1980 will be well below 
those of a normal year (see pp. 63- 68 ). Alternative sources 
of non-inflationary income are being sought, and a study is now 
under way for the purpose of determining the capacity of each 
of the main taxes to generate additional income. Actions are being 
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considered for levying taxes on luxury and seni-luxury consumption, 
taxing property, and setting special duties ob some selective exports. 

External financial co-operation may be linked to requirements 
for reconstruction and the implementation of investment projects 
to be rapidly revised and readapted, largely in the fields of 
public utilities and economic and social infrastructural works. 
As part of the quest for foreign exchange, all projects for potential 
international financing are being classified in accordance with 
various priorities. 

As far as technical cooperation in this field is concerned, 
it may be linked, at this time, to three specific contexts: 1) support 
for organizing the budgetary system, in such a way that it will 
dovetail with the new functions and tasks of the government and 
cover new needs for allocation and control of resources through 
budgeting by programmes, at least in priority sectors, during 
an initial phase; 2) design of a new tax policy; and, 3) administrative 
organization of the emerging government units. 

Lastly, the organization of the financial system presupposes 
the restablishment and normalization of external economic relations, 
mainly in three other aspects; replacement of minimal foreign-exchange 
liquidity over the next five months; iramediate renegotiation of the . 
foreign debt; and, implementation of a policy of external financing 
of priority programmes and projects. 

To summarize, the organization of the financial system in all 
its aspects --a priority task of the national Reconstruction 
Government among those calling for the most urgent attention-- needs 
the full support from the international community, both of a financial 
(for placing operations on a sound footing) and technical nature. 

/3. Reactivation 
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3. Reactivation of productive caPaci_t^_jn^g^ieFation of 
foreign exchange 

Another urgent task of the immediate rehabilitation and reconstruction 
programme is the reactivation of the main productive activities in the 
hands of either the public or the private sectors, aimed especially at 
providing jobs and to generate foreign exchange. 

a) The agricultural sector 

The National Reconstruction Government has now taken the first steps 
to authorize the nationalized banking system to extend loans immediately 
wich will enable farmers to take advantage of the short time remaining in 
the season to plant cotton, sorghum, sesame, and grains. An Agricultural 
Development Council has been set up under the Nicaraguan Land Reform 
Institute to take charge of confiscated farm properties and to see to it 
that companies resume operation immediately. Lastly, a few holdings on 
which population pressure is very strong have been turned over to the 
peasants for immediate cultivation under a co-operative system. 

These efforts have been partially thwarted by lack of seed which 
the government has requested urgently from abroad. 

Short-term actions for the reactivation of productive activity come 
under the financing for agricultural production for the remainder of the 
1979-1980 agricultural cycle. It is basically a question of late planting 
in lands that could not be utilized earlier because of the armed conflict 
and to cultivate the crops, applying the necessary fertilizers and pesticides. 
The programme also represents an effort to plant cereals and other crops 
on land not used for cotton. It is estimated that 100 million dollars will 
be needed for the agricultural subsector, of which 77 million dollars would 
be earmarked for payments of wages, accounting in this way for 31 million 
man/days at a daily wage of 25 córdobas. (See table 25.) 

Fertilizers, pesticides, and seed will be needed for the above programme 
since the amounts now available are inadequate. There is uncertainty in some 
cases as to whether some crops should be planted at all or if they should be 
planted above certain levels since harvesting machinery is lacking, although 
there could be enough time between planting and harvesting to obtain it 
from abroad, 
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Table 25 

NICARAGUA: FINANCING REQUIRED FOR THE 1979/1980 AGRICULTURAL CYCLE 

Crop 
Area to be 
cultivated 

(thousands of 
hectares) 

Thousands of dollars 
Labeur Inputs Total 

required 

Total 399.8 77 120.0 23 760.0 100 880,0 

Cotton 36.3 10 890.0 8 250.0 19 140.0 
Bananas 3.5 1 187.5 - 1 187.5 
Coffee 98.0 27 500.0 - 27 500.0 
Sugar cane 42.0 15 000.0 - 15 000.0 
Tobacco 1.6 1 150.0 - 1 150.0 
Beans 59.5 4 807.5 11 832.2 16 719.7 
Sorghum 40.6 2 320.0 - 2 320 „0 
Corn 66.5 7 125.0 - 7 125 ,0 
Rice 10.5 375.0 - 375,0 
Sesame 14.0 1 300.0 - 1 300.0 
Peanuts 10.0 375.0 - 375.0 
Castor bean 1.1 150.0 - 150.Q 
Miscellaneous 16.2 4 050.0 3 677.8 8 537.Ö 

Source: Banco Nacional de Desarrollo estimates, adjusted by CEPAL. 
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Another short-term aspect of extraordinary importance is the immediate 
reactivation of the intensive campaign to control coffee rust and stop its 
spread. This plague might have been extended beyond the department of 
Carazo, where it had been confined, on accouut of the movement of traffic 
of vehicles and people during the hostilities. This campaign calls for an 
investment of an estimated 13.4 million dollars in 1979/1980 and 
35 million dollars over the following five-year period. (See table 26.) 

The short-term programme will also have to cover the livestock 
industry because it not only supplies the proteins needed by the population 
but generates foreign exchange as well. The required funds may be 
summarized as follows: 14.8 million dollars for beef cattle to be spent on 
fattening steers, development of fattening stations, retention of calves 
because of high loss incidence, grazing-land maintenance, mending of 
fences and pet.s, purchase of breeding bulls, and animal-health activities. 
(See table 27.) The dairy cattle programme calls for about 1 million dollars 
for fertilization of grazing land, feeding and health, raising calves, and 
repair and replacement of farm equipment. 

Small poultry farms and piggeries have been most affected by the 
conflict. Funds earmarked for these two items are for restocking of 
sows and boars, and poultry, the replacement of equipment, and repair of 
farms, etc. Approximately 1 million dollars are required for swine and 
1.4 million dollars for poultry, keeping. 

The emergency programme will also have to take into consideration 
losses that have occurred in the livestock sector both because of 
slaughtered or illegally exported animals and damaged or destroyed 
equipment and installation. Funds amounting to some 37.7 million dollars will 
be needed to cover these losses. (See againg table 27.) Artificial 
insemination is another activity that must be intensified; since many of 
the livestock facilities were unable to fill their thermoses with liquid 
nitrogen during the war, semen will have to be imported. 

The functions of the Land Reform Institute are noteworthy among the 
many activities where overlapping exists between rehabilitation and 
reconstruction programmes and those connected with development policies 
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Table 26 

NICARAGUA: REQUIREMENTS FOR COMBATTING RUST 

(Thousands of dollars') 

1979 1980 1981 1982 19,83 Total 

Personal services—'' 
Non-personal services—''' 

c/ Materials and supplies— 
d / 

Machinery and equipment-
Total 

4 630 4 860 5 100 5 350 5 620 25 56C 
290 290 290 290 290 1 45 C 
998 1 400 1 400 1 400 1 400 6 590 
750 163 105 84 67 1 169 

6 668 6 713 6 895 7 124 7 377 34 777 

Source: Ministerio de Desarrollo Agropecuario. 
a/ Includes administrative, technical, and field staff. 
b/ Includes publicity, transportation, haulage, rents, etc. 
c/ Covers inputs, fuel, and lubricants. This amount may vary in accordance 

with the evolution of the blight and/or price changes, 
d/ Includes purchase of 125 vehicles and manual and mechanized spraying 

equipment. 
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Table 27 

NICARAGUA: FINANCING REQUIRED FOR LIVESTOCK 
INDUSTRY, AUGUST-DECEMBER, 1979 

(Augus t-December) 

Value 
Units (thousands 

of dollars) 

Beef cattle 
Fattening steers 36 000 5 400 
Development of fattening 60 000 4 800 
Retention of heifers 20 000 1 800 
Grazing land upkeep (manzanas) 70 000 880 
Fence repair and maintenance 

(kilometres) 300 120 
Camp and pen repairs (farms) 300 450 
Domestic purchase of breeding 
bulls 800 640 

Health and mineral salts 172 000 690 
Dairy cattle 
Fertilization (manzanas) 5 000 200 
Health, minerals, feed (three 
months) 10 000 240 

Raising calves 3 500 350 
Equipment repair and replacement 

(farms) 50 150 
Subtotal 15 720 
Swine 
Bellies (sows) 90.0 
Boars 14.4 
Equipment maintenance and repair 10.0 
Labour 25.0 
Animal feed 124.0 
Veterinary products and equipment 0.4 
Concentrated feed plant 250.0 
Processing plant 450.0 
Contingencies 50.0 

Poultry 
Restocking farms 10 000 1 000 
Equipment repair 2 500 350 

Total 17 983.8 

/of a more 
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of a more permanent nature. It is understandable that while still being 
at the organizational stage, the Institute has been unable to prepare 
programmes and projects and, even less, set priorities. Nevertheless, 
it has begun to manage confiscated agricultural companies and, as has 
already been mentioned, intends to develop integral rural development 
programmes built around these companies, including housing construction, 
basic services, fostering of agroindustries, and other activities that 
will make it possible to absorb labour on a seasonal basis. Likewise, 
some of the land it received T?ill be developed on a community basis, the 
nature of which is yet to be determined. 

The Institute will take charge of a large percentage of the country's 
total arable land - perhaps as much as 507a - and for this reason, 
the amount of financing required will be very high. Uithout specifying 
amounts - an order of magnitude of around 100 million dollars for the 
next biennium is not unreasonable - it should be indicated that this is a 
high priority activity for international technical and financial support, 

b) The industrial sector 

The basic guidelines of the Programme "of the National Pveconstruction 
Government also include several that provide fundamental parameters for 
the development of industry. Those concerning the structuring of a mixed 
economy, of the kind described earlier, are most important among them. 

Among the properties attached and now under control of the state, 
there are at least 25 industrial establishments which include slaughterhouses, 
sugar mills, fishing industries, cement factories, plants producing resins, 
chemical products, aluminium products s machine shops, and others. Uhan the 
size of some warrants it, as in the case of the fishing industries, special 
development corporations may be set up. 

The first decisions adopted by the government included one providing 
that manufacturers who must import raw materials may do so by utilizing 
the full amount of foreign exchange produced by their exports for that 
purpose, including accounts receivable pending at the time the measure was 
issued. 

/The main 
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The main requirements to assure reactivation of the industrial sector 
- both private hands and under the Trusteeship - are the availability 
of working capital for the purchase of r^w materials and financing for the 
replacement of destroyed buildings and equipment, in that ordei. Likewise, 
many companies will have to renegotiate their debts t?ith foreign banks 
and suppliers of Inputs in order to improve their liquidity situation. 

The lack of foreign exchange for imports of raw materials and to 
defray expenses of all kinds will necessitate the adoption of priorities 
by the government to enable reactivation of industry on a selective basis. 
It seems reasonable to assume that in view of this it will be necessary 
to give preference to e:q?ort industries, those producing basic consumer 
commodities (including foodstuffs) and building materials, and those that 
generate job opportunities. A possible loan from the Central American 
Bank for Economic Integration could be one of the specific measures that 
could be resorted to for obtaining external financing under favourable 
conditions. Such an operation could be channelled through the national 
banking system, which would relend the funds to industrial companies 
e-porting to the rest of the Central Mexican Common Market, either to 
replenish their productive capacity or simply to acquire working capital. 
The government could also negotiate a reconversion of short-term 
suppliers' credits to long-and medium-term through the public export-import 
banks of the main raw-material supplying countries. Lastly, balance of 
payments support would be achieved to the degree in which foreign excnange 
credit lines are obtained to finance the costs of reconstructing damaged 
industries in local currencies. 

The emergence of the state-owned industries suggests that new needs 
for technical co-operation may arise from multilateral sources (for example, 
the United nations Industrial Develompent Organization (UillDO), as from 
bilateral ones. Because of the reorientation of economic policy, the 
agroindustrial branch would be one of the activities that offers good 
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possibilities. Technical co-operation will also be needed for rehabilitating 
snail industries and handicrafts affected by the conflict, particularly 
in Esteli, Masaya, and Matagalpa. 

c) Mining 

It was pointed out in another part of this report that the country's 
main mines were paralyzed at the time of writing. This activity's 
potential for generating foreign exchange malees its rapid reactivation 
advisable. International short-terra technical co-operation might also 
be needed for this purpose depending upon the modalities chosen to get 
them under way within a mixed-economy context. 

d) Generation of foreign exchange 

The reactivation of agricultural, industrial, and mining activities 
will naturally find a complement in the export sector and in the 
generation of foreign exchange. Whether or not the country will receive 
optimum benefits from this renexjed flow of trade abroad will depend, 
at least in part, on the success of the new institutional adjustments 
referred to in the foregoing pages. 

The reconstruction of the physical damage caused by the armed conflict 
has been added to the still largely unreconstructed damage resulting 
frotó the earthquake that virtually destroyed the city of Managua in 
1972, the cost of which .was estimated at 600 million dollars at the 

3/ 
time.- Both the earthquake and the armed conflict affected the same 
sectors: housing, schools, hospitals and clinics, other public buildings, 
and, to a lesser degree, installations of the business and industrial 
sector. 

Reconstruction programmes should not be aimed simply at replacing 
what was lost in both disasters, but at renovating in better conditions, 
3/ CE?AL, Informe sobre los dafios y repercusiones del terremoto de la 

ciudad de Managua en la economía nicarapüense, op. cit., pp. 16-1,7. 
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and in line with the priorities established by the government's 
rehabilitation and reconstruction programme. By so doing, replacement 
costs will certainly be influenced. 

Furthermore, in addition to the infrastructure needing reconstruction 
there is a large accumulated deficit, especially in housing and buildings 
required for such basic services as education and health, 

A reconstruction programme that takes into consideration the 
priorities established by the government would have the advantage of 
reactivating the economy and creating jobs over the short tern, offering 
the possibility of converting the building-materials\branch into a 
dynamic growth factor within the manufacturing sector. 

On the basis of the foregoing considerations, it is possible to 
identify with relative ease those areas that are susceptible of receiving 
international co-operation. For example, it us urgent to have external 
aid available for urban and rural housing and, particularly, for the 
low- iitcone population which was most seriously affected by both the 
earthquake and the war damage. Funds will also be needed for the . 
reconstruction and improvement Of schools, reconstruction and re-equipping 
of various hospitals, the repair of damage to the telephone and electric 
systems, and for restoring urban and interurban public transportation 
service. Other urgent specific needs for which techical co-operation is 
required are the design and construction of housing and the development 
of the building-materials industry. 

5. Aims_ of social jlevelopment 

It has already been pointed out that social policy is of leading importance 
among the priorities of the Government Programme. Furthermore, the events 
in Nicaragua led to serious interruptions of basic services, such as 
the entire educational systen. For that reason, the rehabilitation and 
reconstruction programme includes some activities related specifically 
to social policy. Obviously, these actions will be closely linked to 
the emergency programme, on the one hand, and to the long-range development 
programme, on the other. 

/There are 
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There are various possible approaches to classify social clevelopuent 
goals, but for purposes of making an initial grouping, the CEPAL mission 
tool: as a basis the responsibilities assigned to the Ministry of Social 
Uelfare as the receptive agency of the community's demands dealing with 
education, health, culture, housing, and sports. Since it is impossible 
to include in this document all the measures that have been suggested, 
it will be restricted to a few that exemplify the nature of social 
welfare policy. It would"perhaps be advisable to that end to consider 
this policy under the broad concept of .satisfaction of the population.' s 
basic needs, comprising, at least, adequate food supply, education, 
culture, health, housing, basic water and sewerage services, and 
electric, transportation, and communications infrastructure. 

Social actions defined in this way include some that especially 
concern, the emergency period - food, medical services •• and others 
related to the subsequent period of housing reconstruction and repair 
of hospitals and schools. Also, the long-range development plan would 
include the replacement and expansion of health and educational 
institutions and the extension of basic water and sewerage, 
electrification, transportation, and communications systems. 

Even if the above timetable is kept in mind, many of the actions 
which trill take effect in the : medium-and long-term will have to be 
immediately put into practice. In the same vein, some of the emergency 
measures mentioned before might have to be continued until 1980, 

The programmes and measures listed below are those which the 
national reconstruction Government intends to implement and that will 
require substantial international technical and financial assistance 
in the immediate future. 

a) AdequaJ:e_ food supply 
On the basis of available information, in general terms, it appears 

that the National Reconstruction Government's goal is to give increased 
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attention to meeting the basic needs of the population, assuring, for 
the time being, that all families, regardless of income level or where 
they happen to be, will receive an adequate food supply. 

Certain measures could be supported by the international community 
until such time as guidelines are decided upon for solving the 
medium-term problem and the mechanisms are set up for enabling the 
community to participate in the country's economic and social life. A 
first step in this direction would be to provide technical support for 
determining the population's food situation, goals to be met, and food 
availabilities required to meet them. Furthermore, the Ministry of 
Social Welfare could receive technical and financial assistance to 
build and, Tihere applicable,to operate retail outlets for the 
distribution of basic products for the low-income population, both in 
urban and in rural areas. 

b) Improvement of health standards 

New hospitals and clinics will be built - particularly in the 
rural areas - and a programme implemented for training doctors, nurses, 
and ancillary personnel in order to ensure proper health care for the 
population. Furthermore, a way will be sought of improving nutritional 
levels, promoting programmes for producing a variety of foodstuffs and 
for introducing improvements in their production, at the outset <£ 
which - in 1980, at least - a programme would be implemented for 
supplying minimal food and agricultural inputs until the first harvests 
are brought in. Areas open for receiving external co-operation appear in 
all these activities. 

c) Education 
A national literacy campaign is planned in conjunction with that of n 

school construction, for the purpose of reducing the present high illitera 
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rate. This is a fertile area for technical co-operetion between developing 
countries (TCDC) for supporting teachers, 

Programmes in greater depth for the reorganization and modernization 
of the educational system have begun to take form and to provide indications 
of financial and technical assistance requirements. One example of these 
is the government's proposal to revise the subject matter of courses of 
study in order to gear them to a more up-to-date view of culture and to 
preserve authentic national values. IJith respect to the organization 
of education and the determination of areas of responsibility, the 
government is taking the necessary steps to guarantee the universities 
full autonomy. 

d) Other services 

In addition to repairing systems damaged during the war, the 
government intends to implement programmes for broadening the scope of 
services especially in the rural areas where serious defficiencies exist. 

A full reorganization of the institutions providing water supply and 
sewerage systems is being planned. A national plan for basic rural 
sanitation will be implemented and new programmes and projects will be 
prepared for introducing potable water and latrines in rural areas. 

Electrification programmes and projects will be put into effect to 
expand the service to the rural zones and consideration will be given, to 
doing the same with telecommunications facilities. 

Lastly, urban and interurban mass transportation systems will be 
supported and enlarged. 

Unquestionably, projects and programmes deserving the support of 
the international community will emerge from all these activities. 

/III. THE LOKG-TEiai 
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III. THE LOiE-TERil CONSOLIDATION AND DEVELOPliENT PROGRAMME 

From the medium-terra standpoint, the new government of Nicaragua intends 
to prepare and execute a socio-economic development plan, the central 
objective of which will be to improve the standard of living and quality 
of life of the population on the basis of increased production aid an 
equitable distribution of income, all within the framework of a mixed 
economy. This medium-term plan will be divided into sectoral plans 
devoted to the areas summarised below. Thear content is described in the 
programme of the Government which is annexed to this document. 

Three basic areas are covered in the medium-term plan: the economic, 
the social, and the institutional reorganization demanded by the two 
foregoing ones. 

With respect to the economy, in the productive area, the state will 
regulate the exploitation and development of natural resources: mining, 
forest, fishing, and energy. Consequently, it would be convenient to 
improve available information on the extent of the country's natural 
resources endowment especially since up to noxx few studies for learning 
the potentiality of these resources have been made. The state likewise 
intends to intensively utilize labour and land, assigning the highest 
priority to agricultural production for domestic consumption and to the 
development of agroindustry, granting adequate support and protection to 
national enterprises, especially small and medium-size ones, vis-a-vis 
the transnational. As far as marketing is concerned, it has already 
been mentioned that the state has assumed control of the mechanisms for 
traditional agricultural exports, at the same time that it will control 
and regulate prices of some basic products for internal consumption and 
ensure their supply. 

Land reform is also included among tLe top priority activities. 
The new Nicaraguan state assumed greater responsibility in this regard, 
as was previously mentioned. This being the case, the lands to be destined 
to this purpose will be mainly those that belonged to the economic group 
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in power in the previous régime, properties abandoned by their owners, 
and uncultivated lands. One of the objectives of the land reform Is also 
to distribute land under co-operative forms, for the most part, in 
addition to regulating land rents and use of waters. It is also intended 
to utilize agricultural companies as a basis for promoting integral rural 
development under che Land Reform Institute. 

Regional development is another one of the goals of the new 
government11 s medium-term plan, as it is likewise set forth in its 
programme, with the Atlantic-coast region indicated as one of the main 
centres of interest for this purpose. This will have the effect of 
expanding the highway network, including the projects for linking Rio Blanco 
and Siuna, and this last to Puerto Cabezas, as well as access toaâa 
in the departments of Chontales and San Carlos. Improved access to the 
zone by developing lake and river transportation is also planned. 

The entire agricultural sector obviously is another priority area 
which contains numerous projects and programmes open to external 
financing. Among specific activities which can be mentioned are the 
following integral rural development of the aones under the jurisdiction 
of the Land Reform Institue; livestock industry development, covering 
meat, milk, swine, and poultry; fishing development, both lake and 
deep-sea; and constant expansion of traditional crops for internal 
consumption and export. 

It is likewise easy to envisage an agroindustry development 
programme, an activity that has been assigned the highest priority in the 
Government Programme and which would help decentralize industry and create 
jobs in the rural areas. The branches of industry that seem to have the 
best prospects for medium-term expansion are agroindustry and building 
materials. With a view to fostering other manufacturing activities, the 
Programme indicates that Nicaragua will continue to participate in the 
Central American economic integration process, 'insofar as the internal 
transformations or the reactivation of the economy to be carried out by 
the government are not hampered". 
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Although the Programme does not specifically mention energy 
policy, there is no doubt that the country will have to continue 
developing its own hydro-electric and geothermal sources in view of its 
considerable dependence upon imported energy at the present time. This 
is another aspect calling for international financial co-operation. 
Furthermore, the Government has the intention of establishing a public 
company to market petroleum derivatives in order to ensure supply through 
negotiating with producing countries and, at the same time, mitigating 
price increases, insofar as possible. 

Lastly, it is fair to assume that transportation and communications 
infrastructure will continue to be developed as needed for supporting the 
objectives of economic and social policy. This will again give rise to 
projects and programmes susceptible of receiving international support. 

In the social sectors, the programme stresses employment as one of 
the main objectives together with the preservation of real wages. Other 
objectives are: approval of a new labour code, reorganization of the 
social security system, creation of a national health system, a child 
nutrition programme, and the eradication of chronic malnutrition. 

The new government also intends to carry out sweeping reforms in 
the educational system, both in content and objectives: eradication of 
illiteracy; compulsory elementary and secondary education; regulation of 
private education; giving priority to rural and technical education; 
and guaranteeing university autonomy. These objectives will all be part 
of a National Integral Development Plan for Education and of a new 
General Education Law. 
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Part Three 

EXTERNAL COOPERATION REQUIREMENTS AND THE RESPONSIBILITY 
OF THE INTERNATIONAL COMMUNITY 

Th« first part of this report suggests that the most important bottleneck 
faced by the rehabilitation of the Nicaraguan economy is found in the 
external sector, especially in the lack of foreign exchange that may 
be anticipated in the immediate future for meeting the minimum level of 
imports needed for rebuilding and for reactivating the productive sectors. 

The above mentioned financial obligations have three significant 
characteristics: their amount; the external debt structure; and the 
conditions under which that debt was negotiated and contracted. With 
respect to amount, it has been indicated already that with a total 
external debt of more than 1.5 billion dollars, Nicaragua is the Central 
American country with the highest levels of indebtedness, both in 
absolute terms and especially in relation to GDP, to exports of goods 
and services, to the population, and to government revenue. Regarding 
structure. it has likewise been pointed out that over half the public 
sector portfolio Is made up of short-and medium-term loans - 107» falling 
due in less than one year and 457. in less than ten - and that 537« of 
this debt was contracted with commercial banks and suppliers, with the 
consequent impact on its servicing linked to commercial interest rates. 
Furthermore, almost the entire bank and private external debt is made up 
of short-term credit lines. The combination of high level of external 
indebtedness and its deficient structure represents an annual burden of 
exorbitant magnitude, at least for 1979 and 1980. (See table 14.) 
Lastly, with relation to the conditions under which this indebtedness 
was negotiated, it is clear that the resources mobilized were only 
partially applied to purposes conventionally related with economic and 
social development. Rather, it would seem that part of this indebtedness 
was guided by a deliberate policy formulated to free internal resources 
that later were siphoned out of the country, allowing indirectly for the 
capital flight which in the last 18 months amounted to more than 
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535 million dollars« To this drainage of foreign exchange5 should be added 
the substantial liabilities in foreign currencies of the domestic 
banking sector, without any guarantee that those liabilities are backed 
by adequate assets within Nicaragua. 

Despite the fact that at this time the'country possibly does noe 
dispose of the assets or capital reserves to offset the external debt, 
the National Reconstruction Government has decided to meet its legitimate 
obligations abroad, a decision which has been interpreted by the 
international community as proof of responsible actions and which will 
no doubt open the way for negotiations that will enable the country 
to gradually recover internal and external solvency. 

The government has also adopted other decisions related to external 
financing during its first few t<reeks in office. In the first place, 
it established an Office of External Financing Co-ordination under the 
Ministry of Planning which, In close co-operation with the Ministry of 
Finance and the Central Bank, is to keep an accounting of all matters 
concerned with the country's public foreign debt and potential sources 
of new financing; formulate recommendations on policy guidelines 
concerning external financing, and propose specific policies related to 
the above. Secondly, it issued a so-called "Constitutive Law of the 
International Reconstruction Fund of Nicaragua"M the purpose of which 
is to promote and negotiate financial co-operation from other countries 
to support the national reconstruction effort to keep a detailed account 
of funds received, and to transfer them to the executing agencies within 
the government. In the third place, pursuant to Resolution No, 43 of 

2/ 
the Latin American Council of the Latin American Economic System (SELA) , 
an Action Committee for the Reconstruction of Nicaragua was set up in. 
the city of Managua. The functions of this action committee will 
include the co-ordination of activities, conforming to the guidelines 
and priorities established by the Government of Nicaragua, for obtaining 
the co-operation of the member countries of SELA in the reconstruction 
1/ Issued on August 17, 1979. 
2/ The meeting was held in Caracas On July 23 - August. 2, 1979. The first 

meeting to approve the constitutive document of the Action Committee for 
the Reconstruction of Nicaragua was held in Managua on August 17« See, 
Reglamento de los Comités del SELA and the Acta Constitutiva del Comité 
de Acción para la Reconstrucción de Nicaragua. /effort 
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effort. Finally, the government has shown Itself to be extremely active 
in seeking external financing as rapidly as possible for putting various 
loans into effect in order to support productive activities, a policy 
which in addition to providing foreign exchange tends to reactivate 

3/ 
employment and the generation of income. 

As far as the responsiblity of the international community 
towards the Nicaraguan people is concerned, it is to be expected that 
just as some banks and institutions contributed indirectly and 
involuntarily to facilitating the drainage of foreign exchange in recent 
months, they might now contribute directly and deliberately to the 
rehabilitation of the country's economy and to repair the damages caused 
by the armed conflict. From the financial aspect, this would suggest 
the urgent need for balance of payments support» external debt renegotiation, 
and external financing of programmes and projects connected with the 
immediate rehabilitation and reconstruction programme as well as with 
that of medium-and long-term consolidation and development projects. 
In the area of trade, rehabilitation calls for concerted actions on the 
part of the international community to facilitate the entry of Nicaraguan 
products to the markets of both the industrialized and the developing 
countries, particularly to those of the Central American Common Market, 
without demanding reciprocal treatment for Nicaragua at a time when 
the country will find Itself compelled to adopt a very severely 
restricted imports programme and more carefully controlled allocation 
of its scanty reserves of foreign exchange. 

Nicaragua's problem is of such a magnitude that at least two 
consequences would be forthcoming unless substantial assistance is 
obtained from the international community: further suffering on the 
part of a people which has already experienced severe hardship in the 

3/ In this manner, roughly 40 million dollars were mobilized during the 
first four weeks. Of these, roughly half were provided by the 
Venezuelan Investment Fund, another 10. million dollars by the Central 
American Economic Stabilization Fund, and another 10 million dollars 
were provided by other bilateral sources. Shortly thereafter, the 
International Monetary Fund made an additional 22 million dollars 
available to Nicaragua under its compensatory financing activities. 
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internal sphere; and, externally, the unavoidable default on the country's 
financial obligations, undertaken under different circumstances. The 
principal objective of the meeting of the Committee of the Whole of 
CEPAL, within the United Nations framework, will be to try and ensure 
that the good intentions expressed by many governments to help to 
overcome such serious problems$ will be translated into concerted, 
purposeful, and effective' actions, to be implemented through the 
instruments, mechanisms, and procedures that the National Reconstruction 
Government of Nicaragua eventually agrees to with multilateral and 
bilateral financial organizations, governments, and private financial 
institutions. 

Nicaragua's most striking and urgent need is to reign exchange 
liquidity, in support of its balance of payments, in order to have 
available the essential financing that will allow an imports programme 
for reactivating the productive sectors and initiating the task of 
reconstruction and, if possible, allowing a minimum level of international 
monetary reserves. The following, in the opinion of the mission, would 
be the most obvious sources for obtaining support of this kind, and 
the actions that might be resorted to for mobilizing them: 

1) The renegotiation of the external debt, particularly of 
4/ 

short-term obligations, is most urgent and of vital importance. 
Since the necessary negotiations will no doubt take some time, it is 
to be expected that the governments and financial organizations, both 
public and private, would grant Nicaragua a temporary total moratorium. 
The country would thereby gain an important respite for the coming months; 

2) In the same context, and as part of the renegotiation, 
short-term suppliers' credits could be converted to Export Bank 
obligations of the host countries of these suppliers under much more 
favourable conditions; 

hj Fortunately, conditions currently prevailing in private capital markets 
could facilitate such an undertaking. Nicaragua could aspire to 
reschedule its short and medium-term debt to at least a 15 year term. 
Even so, the burden represented by interest payments on this debt 
will be considerable. 
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3) The contracting of stabilization or compensatory loans, as well 
as more ample agreements for balance of payments support from the 
Central American Monetary Stabilization Fund and the International 
Monetary Fund. At its meeting held in Managua last August 18th, the 
Central American Monetary Council, supreme organ of the Stabilization 
Fund, expressed its willingness to support Nicaragua to the fullest 
extent possible. Along the same lines, it would be convenient if member 
governments of the Committee of the Whole instructed their representatives 
on the Executive Board of the International Monetary Fund to back 
substantial support from that organization for Nicaragua under conditions 
of the utmost flexibility and with the urgency called for in this case; 

4) The placement of interbank foreign-exchange deposits on the 
part of the central banks of friendly nations in the Central Bank of 
Nicaragua. In the case of Latin American Central Banks, this type of 
support would be in accordance with Resolution No. 43 of the Latin 
American Council of SELA, referred to above", 

5) The contracting of bilateral credits with friendly governments 
for balance-of-payments support; 

6) The obtaining of grants, in cash or in kind, particularly in 
connection with the emergency and reconstruction programmes. For 
example, it would be useful to obtain contributions in foreign exchange 
for the purchases of building materials manufactured in Nicaragua, as 
a contribution to reconstruction of dwelling units; 

7) Although the type of financing needed to provide rapid foreign-
exchange liquidity is not normally associated wi£h loans granted by 
the Inter-American Development Bank and the International Bank for 
Reconstruction and Development, these institutions could contribute to 
raising Nicaragua's reserve level in the short-run by adopting two 
decisions concerning already approved loans: that of increasing the 
rotating funds set up in the Central Bank of Nicaragua for most of the 
projects, and reducing counterpart, requirements for financing local 
expenditures. Again, the member governments of the Committee of the Whole 
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might instruct their representatives on the Executive Boards of both 
institutions to support these measures. 

With respect to external financing of programmes and projects 
linked to the longer-range development efforts, some observations might 
be put forward on the requirements they should meet under the special 
conditions of the Nicaraguan economy at this time. Firstly, although 
the comment is obvious, it is not redundant to indicate that international 
financial co-operation should be In accordance with the priorities and 
guidelines set by the National Reconstruction Government. It would, 
of course, be inacceptable that the possible requirements or conditions 
of financial institutions should in any way jeopardize the objectives 
set by the government. Secondly, such co-operation will have to be 
exceptionally large to offset the extraordinary problems confronted 
by an economy of the size of. Nicaragua. The mere recovery of the funds 
drained out over the last 18 months would signify financing of more 
than 535 million dollars. 

Furthermore, the urgency of the rehabilitation of the Nicaraguan 
economy cannot be stressed enough. International financial institutions 
will have to make their, requirements as flexible as possible for the 
arranging of loans and streamline administrative procedures connected 
with the processing and approval of new operations. Insofar as it 
might prove useful for the government, these organizations should also 
consider reorienting already approved operations either towards 
other sectors considered of a higher priority or towards those for 
which funds could be disbursed more rapidly. 

It would also be extremely useful to the Government of Nicaragua 
to have available, insofar as possible, credits by programmes rather 
than by specific projects. In this way, disbursements would be expedited 
and the rotating funds mentioned above could be expanded. 

As regards the terms of new external financing, the utmost 
concessionality will be required including official grants. The 
member governments of the Committee of the Whole could recommend to their 
respective Executive Directors at the World Bank that consideration be 
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given to granting Nicaragua access to International Development 
Association funds, since the country has not succeeded in meeting 
eligibility requirements so far, but in view of the drastic drop in 
per capita income and the general creditworthiness of the economy, 
such access would be fully justified. Nicaragua would not only have 
to be granted low interest rates, long terms, and extended grace periods, 
but it will require a maximum of external financing for expenditures 
in local currency in order that such financing will truly be a net 
source of foreign exchange. The financial institutions and bilateral 
agencies will have to be as flexible as possible in their regulations 
in this regard. Along the same lines, In view cf the critical financial 
situation of the whole public sector, particularly of the Central 
Government, counterpart fund requirements should likewise be minimal. 

It should be noted that the guidelines of the National 
Reconstruction Government Programme conform very closely to the avowed 
policies of the International Bank for Reconstruction and Development, 
particularly in the spheres of integrated rural development and priority 
attention to the basic needs of the population. In this respect, it is 
reasonable to expect that this world financial institution will cover 
an important share of the total external financial requirements of 
Nicaragua over the coming years. 

Furthermore, it may be assumed, in view of the widespread interest 
ai;cased by the recent events in Nicaragua, that the government will 
manage to mobilize funds from many bilateral sources in both the 
industrialized countries and the socialist bloc, as well as from certain 
net petroleum exporters. In addition to increasing the flow of funds 
that the Government of Nicaragua will eventually be able to mobilize, 
this diversification of financial sources will give it a greater margin 
of flexibility for adapting its needs to the procedures and requirements 
of different sources. 

Besides, it is expected that the member governments of the 
Committee of the Whole will support Nicaragua in obtaining access to 
new multilateral sources that have recently been set up; specifically, 
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the International Fund for Agiricultrual Development and, eventually, the 
new institution that the members of the Organization of Petroleum 
Exporting Countries expect to establish, 

Nicaragua will also have to take the utmost advantages of the 
various multilateral and bilateral sources of technical co-operation « I" this 
regard, the Committee of the Whole could propose to the Secretary-General 
of the United Nations to request the Administrative Council of the 
United Nations Development Programme and specialized agencies of the 
Organization to allocate the greatest possible amount of funds for 
additional activities In Nicaragua« 

In conclusion, a summary is presented In table 28 of some of 
the priority programmes and projects Identified by the mission that 
would be susceptible areas for technical and financial support from 
the international community. This list of projects is taken from 
Part Two of this document and is consequently of a partial and 
preliminary nature. 
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Table 28 

NICARAGUA: LIST OF REHABILITATION, RECONSTRUCTION AND DEVELOPMENT PROJECTS 
AND PROGRAMMES REQUIRING INTERNATIONAL ASSISTANCE 

(Thousands of dollars) 

Financial assistance 
Estimated Possible 
amount source 

Technical assistance 
Estimated Possible 
amount source 

I. EMERGENCY PHASE 

a) Health and social welfare 

1. Food supplies for one 
million persons (300 
tons per day) for the 
rest of 1979 

2. Supplies of 2 160 
tons of milk and 
2 160 tons of vegetable 
mix for maternal-child 
diet for three months 

3. Establishment of 13 
centres for combatting 
malnutrition and 
diarrhoea in 4 000 
children daily for 
three months 

4. Assistance for 
identification of 
problems and 
formulation of immediate 
development plans in 
the health sector 

5. Purchase of vaccines 
(60 000 polio, 14 000 
smallpox) and vehicles 

6. Purchase of food and 
medicines 

Governments 
and inter-
national 
agencies 

WFP 

UNICEF 

PAHO/WHO 

PAHO/WHO 
Governments 

OAS 

/(continued) 
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Table 28 (cont inued) 

Financial assistance Technical assistance 
Estimated Possible Estimated Possible 
amunt source amount source 

7. Supply of medicines Inter-
national 
Red Cross 

b) Education 

1. Assistance for help ... UNESCO 
in consolidating the 
administrative 
apparatus of the sector 

2. Study of the project ... UNESCO 
for the national 
literacy campaign 

3. Supply of 15 000 ... CARE 
elementary school 
desks. 

c) Other services 

1. Assistance in the ... PAHO/WHO 
reorganization and 
reorientation of 
policies and programmes 
of the National Institute 
of Aqueducts and Sewers 

2. Assistance for evaluating ... ITU 
damage to the national 
telecommunications system. 

d) Agricultural sector 

1. Purchase of inputs ... FAO 
and farm implements, Governments 
food, and medicines Other 

organizations 

/(continued) 
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Table 28 (cont inued) 

Financial assistance 
Estimated Possible 
amount source 

Technical assistance 
Estimated Possible 
amount source 

e) Industrial sector 

1, Supply of tools arid 
machinery for artisans 

f) Other sectors 

1. Purchase of materials 
and equipment for 
reconstruction 

2. Assistance in 
reorganization of 
public administration 

3. Institutional support in 
critical areas of 
emergency and 
reconstruction 

4. Evaluation of the impact 
of recent events on 
economic development and 
assistance for formulating 
future plans 

II. BALANCE-OF-PAYMENTS FINANCING 

UNHCR 
Governments 

UNHCR 
Governments 
Inter-
national 
agencies 
IDB 

LDB 

ICAP 

CEPAL, 
II-PES, 
UNDP, 
ICAP 
CEPAL, 
ILPES 

a) Restitution of minimum 
level of reserves 150 000 IDB, CMCA 

IMF, Central 
Banks, 
bilateral aid 

b) Renegotiation of external 
debt 

Creditors, 
bilateral 
sources 

IMF 

/(cont inued) 
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Table 28 (cont inued) 

Financial ...assistance 
Estigatsd Possible 
amount source 

III. REACTIVATION PHASE (FINANCING 
OF PROGRAMMES AND PROJECTS) 

a) Agricultural sector 

1. 

2. 

3. 

Financing of agricultural 
production in the 1979/ 
1980 cycle 
Replacement of cattle 
herds and repair or 
replacement of equipment 
Support to cattle 
production (repair of 
installations, fertiliser 
for pasturage, equipment 
and materials, animal 
health, etc.) 
Support to small 
livestock industry 
in the rural area 
Campaign against coffee 
rust 
Land reform: integral 
rural development 
programmes around 
confiscated agricultural 
companies 

b) Industrial sector 

1. Reconstruction and 
rehabilitation of 
industrial intallations 

2. Rehabilitation of 
industries exporting to 
the Central American 
Common Market 

5. 

6. 

100 000 

37 700 

18 200 

1 500 

13 400 

100 000 

75 000 

" Technical asslsrianee-
Estimated Possible 
amount source 

IDB, IBRD 
CABEI, FIDA 
Governments 
IBBj IBRD 
CABEI, FIDA 
Governments 
IDB, IBRD 
CABEI, FIDA 
Governments 

Bilateral 
sources 

CABEI 
Governments 
FIDA, IBRD, 
IDB, 
bilateral 
sources 

IDB, IBRD 
Export 
banks 

25 000 CABEI, IDB 

ÜIESÁ 

'CE'PAL 9 
I'L'PES j 
FAO 
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Table 28 (cont inued) 

Financial assistance 
Estimated Possible 
amount source 

Technical assistance 
Estimated Possible 
amount source 

4. 

Assistance to development 
of agroIndustry, small 
industry, and handicrafts 
Assistance to the mining 
sector 

UNIDO 

UNDP 

c) Social welfare 

1. Supply of food to 
15 000 families for 
4 months to support 
production of basic 
cereals in small operations 

2. Supply of food to 6 000 
- families for 1 year for 
reconstruction and 
construction of rural 
inf ras truc ture. 

3.' Construction of a network 
of retail distribution 
of basic products for 
low-income groups 

4. Community organization 

Evaluation of the food 
situation, setting of 
goals, and determining 
availabilities 

1 800 WFP 

1 800 W P 

Bilateral 
sources 

Bilateral 
sources 

CKPAL, 
FAO, ILO, 
UNDP, and 
others 
UNDP, 
CEPÄL 
INCAP 

d) Health 

1. Improvement and expansion 
of the maternal-child 
health services system. 

1 900 UNFPA, 
WHO 

/(continued) 
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v£ble 28 (continued) 

Ftnancial assis tanee Technical, ass i 3!:anca 
Estimated Possible Estimated Possible 
amount source amount source 

2, National immunisation .»« 
programme 

3, National malaria ••• 
eradication campaign 

4, Reconstruction and 20 000 
re-equipping of hospital 
infrastructure 

5, Supply of food for 1 200 
3 400 patients for 
three years 

6, Environmental sanitation 
programme 
- Reorganization and 

formulation of 
aqueduct and sewerage 
policies 

- Formulation of new 
aqueduct and sewerage 
programmes for the 
rural area 

- Basic sanitation 10 500 
programmas in rural 
areas (PLANSAR) 

- Preparation of aqueduct 
and sewerage programmes 
at the preinvestment level 

- Formulation of a national 
environmental health plan 

PAHO/WHO, 
Governments 
PAHO/WHO 
Governments 
IDB, CABEI 
PAHO/WHO 

WH> 

PAHO/ 
WHO 

500 UNDP, 
PAHQ/WHO 

USAID, 500 PAHO/WHO 
IDB, CABEI 

800 

PAHO/WHO 

e) Education 

1. Transformation of ... Governments ... UNESCO, 
educational content and Govern-
renovation of didactic raents 
materials 

2. Reconstruction of 29 000 IDB, IBRD, 
educational installations USAID 

/(cont inued) 



- 121 -

Table 28 (cont inued) 

Financial assistance 
Estimated Possible 
amount source 

Technical assistance 
Estimated Possible 
amount source 

30 Re-equipping of 
educational installations 

4. National literacy campaign 
5. Construction and 

equipment in the UNAN 

f) Labour 

1. Reformulation of the 
legal system on labour 
management relations 

2. Restructuring of labour 
administration 

3. Training labour 
reconstruction 

4. Organization of associative 
forms of rural development 

5. Strengthening of union 
organizations and worker 
participation 

g) Housing; 

1. Housing repair and 
reconstruction 
1980-1982 

2. Reorganization and 
launching of a state 
building-materials industry 

3. Establishment of a national 
building-materials bank 

4. Housing construction 

h) Highway infrastructure 

2 000 

1 800 

Governments 

Governments 
IDB 

50 000 IDB, IBRD, 
CABEI, 
Governments 
IDB 

UNESCO 

1 000 

44 400 

IDB 

IDB 

ILO, 
UNDP 

ILO, 
UNDP 
ILO, 
Î3Ï3BP 
ILO, 
UK BP 
ILO, 
UNDP 

UNDP 

... UNDP 

UNDP 
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Table 28 (cont inued) 

Financial assistance 
Estimated Possible 
amount source 

Technical assistance 
Estimated Possible 
amount source 

i) Other services 

1. Internal reorganization 
and training for the 
telecommunications system 

2. New tariff structure 
design for development of 
rural telecommunications 

3. Formulation of medium-and 
long-range telecommunications 
development 

4. Repair of damage to 22 000 
telecommunications 
systems, 1980-1981 

5. Repair of damage to 
electric system, 
1980-1981 

6. Replacement of urban 10 000 
vehicles for urban 
mass transportation 

7. Reconstruction of urban 4 000 
roadways and storm-water 
sewers 

8. Purchase of maintenance 600 
and construction machinery 
and tools 

9. Reinstallation of traffic- ... 
signal system 

IDB, IBRD, 
CABEI 

11 000 IDB, CABEI 

Export 
banks, 
CABEI, 
IDB 
CABEI 

Export 
banks, 
CABEI 

ITU 

ITU 

ITU 

ITU 

IV. INSTITUTIONAL SUPPORT AND STUDY 
OF RESOURCES 

a) Planning 

1. Reorganization of the 
Ministry of Planning 

1 000 IDB UNDP, 
ILPES, 
CEPAL 
ICAP 

/(cont inued) 



Table 28 (cont inued) 

Financial assistance 
Estimated Possible 
amount source 

Technical assistance 
Estimated Possible 
amount source 

2. Organization of the 
sectoral planning 
office 

3. Technical co-operation 
planning 

b) Public administration 

1« General organization of 
public administration 

2. Support to the creation 
of new organizations 

3e Support to foreign 
trade organization 

4. Support to the establishment 
of the National Data 
Processing Center 

c) Natural resources inventory 

1. Support to the new Ministry 
of Natural Resources in the 
evaluation and regulation of 
the following: 

Forests 

- Mining 

- Fishing 

- Energy 

IDB 

Governments 

UNDP s 
ILPES, 
-CEP AL 
1CAP, and 
others 
UNDP 

ICAP, 
UNDP 
ICAP, 

, UNDP 
UNCTAD, 
UNDP 
Govern-
ments 

UNDP, 
FAO . 
UNDP, 
Govern-
ments 
UNDP, 
FAO 
UNDP, 
OLADE, 
CSPAL 
Govern-
ments 

/(conclusion) 
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Table 28 (conclusion) 

llranelai assistance 
Estimated Possible 
amount source 

Technical!, assistance 
Estimated Possible 
amount source 

- Water resources 
and climate 

- Soils 

d) Advisory programmes In 
specific areas 

1« Support to the Ministry 
of Finance for budget 
organization and tax policy 

2. Support to the financial system 

Support to the organization 
in charge of science and 
technology 
Assistance to confiscated 
industrial enterprises 
(National Trusteeship) 

IDB 

UNDP, 
CEP AL 
IM DI', 
f a o 5 
IICA 

UNDP, 
CEPAL 

CEMLAj 
Bilateral 
sources 
UNDP, 
CEPAL, 
ILPES 
UNDP, 
UNIDO 

V. SUPPORT TO THE CO-OPERATIVE MOVEMENT 

a) Small-projects programme 3 150 IDB IDB 
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Part Four 

SUIIIAKY AND CONCLUS IOIIS 

1. World attention has been focused on political events in Nicaragua, 
particularly since 1978, when the process of civil upheaval developed 
into one of open popular revolt against the established government. 
Naturally, this situation directly affected the Nicarcguan economy, in 
an unfavourable manner. 
2. For a better understeuding of what took place in the economic 
sphere, it should be remembered that since the Second World War the 
country's economy was characterised by a development pattern that 
produced impressive gains in growth over two decades, resulting from 
the exploitation of its relatively well-endowed resource base; the 
benefits of this growth, however, did no always reach the broad strata 
of the population. Nicaragua did, in fact, enjoy dynamic expansion and 
diversification of its productive activities - supported basically by 
cotton, coffee, meat, sugar, and industrial development within the 
framework of the Central American Common l-iarket - the fruits of which 
x<rere unequally distributed and scarcely filtered down to the great mass 
of the population. The Hicaraguan economy had grown et e. cumulative 
annual rate of 6 . 2 7 c , between 1950 and 1970. Exports had grown fivefold, 
the degree of industrielization had moved from 12.1% to 19.0%, the 
investment coefficient had risen from 8.3% to 16.47» and the urbanization 
index from 23.6% to 35.2%. This growth process with change, in which the 
state played a relatively modest role, was attained within a framework 
of monetary and financial stability. However, the evolution of social 
indicators did not keep pace with that of economic growth and the 
inequalities of the income structure therefore tended to increase during 
that period. 
3. During the 1970'g, various events, particularly the earthquake that 
devastated the city of Managua in 1972, marked a definitive break with 
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historical trends. Central government spending was substantially 
increased without a concomitant rise in fiscal receipts, with the 
result that it had to begin financing its growing deficit through 
external loan s many of which were contracted under hardly favourable 
interest rates and terms. Thus, Nicaragua had the highest rate of 
public indebtedness in Central America et the middle of the decade. Nor 
were the funds obtained always channelled into activities directly related 
to development. Although the economic expansion prompted by the 
reconstruction of Managua lent itself to a great deal of speculation, 
particularly in land ventures, and to irregular procedures in the 
procurement of goods and services, the struggle to share in and benefit 
from the reconstruction programmes tended to exclude from the operations 
those entrepreneurial groups that did not belong to the dominant political 
forces. At the same time, the relative inefficiency of reconstruction 
together with the inflationary pressures unleashed during the 1970's, 
produced an increasing deterioration in the way income wqs distributed. 
Consequently, by the mid 1970's, in contrast to the stability of the 
previous decades, the Micaraguan economy became characterized by 
increasing imbalances in the external sector and .in public finance, a 
steep decline in real wages, and an ever greater dominance of the 
country's economic activities by the leading political group. 
4. These trends in the economy came at a time of mounting unrest 
which, in turn, had contributed since 1975 to virtual stagnation of 
private investment - and, in 1978, even to its downturn - to say nothing 
of a reorientation of public expenditure, among others, towards military 
purposes. Beginning in 1973, the unrest began to turn into a popular 
uprising supported even by most of the business community through 
suspension of operations, thereby contributing to a gradual decline of 
productive activities. Balance of payments deficits and public sector 
imbalances worsened while an extraordinary capital flight took place 
with attendant demonetization of the economy. Simultaneously, the 
Government was being driven deeper and deeper into indebtedness, both 
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abroad, and through expansion of Central Bank credits, not only to 
maintain a minitaum level, of economic activity but, especially, to 
liberate domestic funds for their conversion into foreign exchange. 
Nicaragua is estimated to have lost some 535 million dollars in capital 
flight between January 1978 and June 1379. The financial system, on 
its part, xias left with a largely irrecoverable portfolio and it is 
even suspected that its liabilities might outweigh its assets. 
5» What is more, the armed conflict that broke out at the peak of 
the uprising brought the country's main productive activities to a halt. 
As a result, it is estimated, for example, that the 1979/1980 cotton 
crop will be 807« below that of the previous year, while corn., beans, 
and rice harvest will be reduced by 55%, 24%, and 15%, respectively. 
6. The war also cost vast losses in human lives and material damage, 
before the country could recover from those produced by the 1972 
earthquake. It is calculated that during the last nine months, there 
were 35 000 dead, 100 000 wounded, and close to 150 000 persons who 
abandoned their homes to take refuge, in zones where military action 
was lees intense. Forty thousand children were left orphans. The 
restoration of material damage alone will cost an estimated 500 million 
dollars, which includes the value of buildings (100 million dollars), 
machinery, equipment and furnishings (100 million dollars), inventories 
and raw materials (200 million dollars), and irrecoverable portfolios 
(100 million dollars), but excludes any estimates for hypothetical losses 
to firms from shat-downs and declines in economic activity. 
7, To the tragic cost in human lives and material destruction - plus 
those caused by the earthquake and still unrestored - must be added the 
exceedingly large and prolonged outward drainage of funds and the 
paralysis of productive activity. Because of all these factors, the new 
Reconstruction Government took over a country with a population that 
was decimated by the conflict; an economy in the deepest depression; a 
virtually bankrupt financial system; a dismembered public administration; 
a huge external debt; and, in addition, enormous material damages from 
which it will be necessary to recover. 
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8. As far as the economic depress!01 is concerned, gross domestic 
product, which h?d already dropped by 7% in real terms in 1978, declined 
an additional estimated 25% in 1979. This means that by the end of 1979, 
per capita gross domestic product xd.ll have regressed to that of 1962 in 
real terms, and that there will be concomitant unemployment of large 
proportions - running as high as ?370 of the labour force - as well as a 
grave shortage of foreign exchange. 
9. The lack of foreign exchange xd.ll be the outcome of capital flight 
(as has already been mentioned)• of the decline in exports foreseeable 
for the remainder of the year, (which will be partially offset on the 
current account by some reduction in imports with the expectation, 
however, that these will have to be increased very soon in order to 
replenish losses of imported raw materials and to begin rebuilding); and 
the immense foreign-debt burden. For a better understanding of the 
magnitude of this obligation suffice it to point out that if tie country 
were to meet all the maturity dates of 197S, plus those in default in 
1978, plus interest payments - a theoretical assumption since the 
amount of foreign exchange necessary for that purpose is not even 
remotely available - the foreign exchange gap would reach at least 
600 million dollars, a figure that xtfould climb to 925 million dollars 
if tha value of imports essential for beginning reconstruction xjere 
taken into account. The ratio between service of the public external 
debt and exports would be 5970 and that between total external debt 
(including that of the banks and the private sector) and exports, 1037o. 
Gross international monetary reserves left behind when the new 
government took over at the end of July did not amount to even 
3 million dollars. Imports had to be completely halted, - and a minimum 
of liquidity will have to be achieved if the most necessary ones are to 
be reactivated. 
10. Amidst the extreme gravity of the economic situation, the outlook 
for the country, nevertheless, does show some favourable aspects: once 
the most critical phase of rehabilitation of the economy and reconstruction 
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is surpassed - a period of two to three years may be considered adequate 
to accomplish this - Nicaragua may well be in a position to raise the 
standard of living of its whole population, inasmuch as it possesses 
ample resources and will have the possibility of exploiting them in a 
rational and efficient form. Thereby, it will be hlple to recover - and 
even transcend - its historic growth trends, but now, on a more 
equitable basis. 
11. The expectations put forward in the previous paragraph have their 
basis in the general guidelines contained in the National Reconstruction 
Government Programme (see the annex to this report) which assigns major 
importance to the principles of efficiency, equity, and the ample 
participation of the population in the tasks of reconstruction. The 
Programme provides for the launching of three plans of action, not 
necessarily in sequence: the so-called emergency plan; the immediate 
economic recovery plan; and the plan for reconstruction, transformation, 
and socio-economic development. As a matter of fact, within a few days 
after having taken over, the new government lost no time in putting the 
emergency plan into operation, which was aimed at providing for the 
population's most pressing needs: food, first aid, resettlement, and 
repair of the damage caused by the hostilities. 
12. The interntional community has lent valuable assistance to the 
Government of Nicaragua in these emergency activities - even though more 
substantial and rapid collaboration is hoped for - and, it will have to 
assume a decisive role in dealing with the pressing needs of rehabilitation 
and reconstruction, as well as those involved in the country's long-term 
development, programme. The anticipated co-operation must have the twofold 
purpose of averting further suffering for the Nicaraguan people during 
the critical rehabilitation and reconstruction phase of their country and 
of contributing to economic and social development in the broader context. 
13. Apart from the emergency programme, the new government has placed 
five priority areas on its agenda that require»in the Secretariat's opinion, 
the technical and financial support of the international community, in 
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accordance, in each case, with the guidelines the government itself has 
laid down. In the first place, there are those activities related with 
the structuring of a nixed economy and preparing the public sector for 
the new role it is presumed to play. In other words, one of the most 
important tasks before the Government - already initiated - is the 
consolidation of the public sector, the efficient operation of all its 
agencies, and especially of those in the key areas charged with attaining 
the goals of the process under way. These include, among others, the 
Land Reform Institute, the national Trusteeship, the projected Ministry 
of Foreign Trade, the recently nationalised banks, the Ministry of 
Finance, the Ministry of Social Welfare, and the Ministry of Planning. 
Second, rehabilitation of the whole financial system, including the 
bank, public finance, and external financial relations. Third, 
reactivation of productive activity, particularly of the agricultural 
sector, but elso of mining and industry, with a view, in particular, to 
obtaining foreign exchange and creating jobs. Fourth, reconstruction 
of physical infrastructure, especially housing, damaged by the earthquake 
of 1972 and the armed conflict. Fifth, normalisation of such basic 
services as education - suspended during recent months - and health care, 
with special attention to food supply for the population. 
14. With respect to the co-operation expected from the international 
community for the people of Nicaragua, its support is indispensable for 
the rehabilitation of their economy and the repair of the damage caused 
by the armed hostilities. It is urgent froia the financial standpoint to 
support the country's balance of payments, the renegotiation of its 
external debt - granting a temporary moratorium until the necessary 
agreements are reached - and its access to external financing under the 
most favourable conditions possible for programmes and projects related 
to the immediate rehabilitation and reconstruction plan, as well as for 
the medium and long-term consolidation and development plan. From the 
commercial aspect, rehabilitation is considered to call for concerted 
action for facilitating the entry of Nicaraguan products to the markets 
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of both the industrialized and developing countries and, especially, into 
those of the Central American Common Market, without reciprocity being 
demanded from Nicaragua at this time when the country is compelled to 
observe a programme of strictest austerity in relation to imports. 
15. Nicaragua is now going through such a distressing situation that 
unless the international community joins in extending its decided 
co-operation, the plight of an already severely punished people will become 
even worse, if such a thing is possible, and the country's default on the 
financial obligations incurred under other circumstances will be 
inevitable. The main objective to be attained at the meeting of the 
Committee of the Whole of CEPAL, to which this document is addressed, 
is to ensure that, within the purview of the member countries of the 
United Nations, the intentions expressed by many of their governments, 
of contributing to the solution of problems of such a very grave nature, 
be translated into a concerted, determined, effective action that will be 
implemented through instruments, mechanisms and procedures as the National 
Reconstruction Government of Nicaragua will eventually agree to with the 
multilateral and bilateral financial organizations and with governments 
and private financial institutions. 
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After forty-five years of genocidal Somozan tyranny and of constant 
struggle by the Nicaraguan people, a struggle which in recent times 
reached high levels of patriotism, political awareness, sacrifice, 
heroism, and political-military organization and mobilisation to 
bring about a nationalistic, people's revolution with its own, 
unique characteristics following Sandino's example and thoughts, the 
hour has come for national liberation and the common task of building 
a new Nicaragua. 

The genocide of our people and the destruction of our cities by the 
Somoza dictatorship, the suffering of the civilian population under 
criminal bombardments, the heroism of the Sandinlsta combatants and 
the masses, the efforts of all sectors of the country in the fight 
against dictatorship, the thousands of martyrs and heroes who have 
fallen In the struggle for justice and freedom, commit the entire 
Nicaraguan nation to the political, economic, social, moral, and 
cultural reconstruction, transformation, and development of our 
country. 

In response to this patriotic commitment, the NATIONAL RECONSTRUCTION 
GOVERNMENT JUNTA, with the support of the SANDINISTA NATIONAL 
LIBERATION FRONT, has developed a government prograitne to meet the 
aspirations for which all of the people of Sandino are fighting. 

This government programme, which is to be carried out during the 
provisional period of national reconstruction, lays the bases for 
the new Nicaragua, a democratic state with social justice, and will 
be the start of a nationalistic, revolutionary process to bring about 
profound changes, in which all sectors of the country can participate 
in its political structures, the national reconstruction and its 
integrated development, and in the humane transformation of 
Nicaraguan society. 
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The NATIONAL RECONSTRUCTION GOVERNMENT JUNTA considers It appropriate 
to make public the following basic guidelines for its government 
programme in the political, economic, and social areas* 

1« POLITIC/T, AREA 

Establishment of i a Regime of Dsraoer&cy, Justice and Social Progress 

The necessary legislation will ba enacted for the organization of a 
regime of effective democracy, jastice, and social progress that will 
fully guarantee the right of all Nicaraguans to political participation 
and universal suffrage, as well as for the organization and operation 
of political parties, without ideological discrimination, except for 
parties and organizations that seek to bring about the return of the 
Somoza régime» 

I•2 Bases for the_Organisation of the State 
a) Executive Branch' 
The executive and administrative responsibility of the State 

will be in the hands of the National Reconstruction Government Junta. 
The Government Junta will remain in office for as long as is required 
to lay the foundations for a genuinely democratic development of 
Nicaragua, based On D2TO& d participation of the people and the practical 
application of the concepts and purposes stated in item Id of this 
programme» 

b) Legislative 2ranch 

A Council of State will be created to share legislative functions 
with the Government Junta. This council will ensure broad representation 
of all the political, economic, and social sectors that helped to 
overthrow the Somoza dictatorship. 

The Council of State will be made up of thirty-three members, 
who will be the direct representatives of, and designated by, the 
following political organisations and socioeconomic groups in this 
country: 

1) Ssndini3ta National Liberation Front (F.S.L.N.) 
2) From the National Patriotic Front: 

United People's Movement 
Independent Liberal Party 
The Group of Twelve 
Popular Christian S OC 5. S 1 Party 
Nicaraguan Worker's Federation (CTN) 
Labour -Front 
Radio Journalists and Newsmen's Union 
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3) From the Broad Opposition Front (F.A.O.): 
Conservative Democratic Party 
Nicaragua«. Christian Social Party 
Nicaraguan Democratic Movement 
Liberal Constitutionalist Movement 
Nicaraguan Sosialiot Party 
General Confederation of Independent Labour 
Confederation for Trade-Union Unification (Cc'J.So) 

4) From the High Council for Private Enterprise (COSSP): 
Nicaraguan Development Institute (I.NoD.E.) 
Nicaraguan Chamber of Industry (CABIN) 
Nicaraguan Confederation of Chambers of Commerce 
Nicaraguan Agriculture and Livestock Producer's Union (UPANIC) 
Nicaraguan Chamber of the Construction Industry 
Nicaraguan Confederation of Professional Associations (CONAPRO) 

5) National University of Nicaragua (UNAN) 

6) National Association of Clergymen 

c) 'Judicial Branch 
The highest organ of the Judicial Branch will be the Supreme Court 

of Justice» The cumber of members, its internal organisation, and its 
specific functions shall ba determined in due course. 

Measures will be taken to ensure that the Judicial Branch may have 
exclusive jurisdiction, that it shall function with the required 
expertise and independence of judgement of its members, that It shall 
restore the proper enforcement of justice, and shall guarantee to 
citizens the full exercise of their tights. 

Supplementary provisions will be enacted as required to ensure 
proper performance of all responsibilities and duties of the Judicial 
Branch. 

1.3 Guarantee of full observance of human rights 

Full observance of the human rights, stated in the Universal 
Declaration of the United Nations Organisation (UNO) and the American 
Declaration of the Rights and Duties of Man by the Organisation of 
American States (OAS) , shall be guaranteed. 

1.4 Fundamental Freedoms 

Considering the special situation of the country at the present 
time, the following fundamental freedoms will receive special guarantees: 

Freedom of publication., information and expression of thought 
/All laws 
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All laws that repress the free publication and expression of thought 
and freedom of information shall be repealed. 

Freedom of worship 

Guarantees will be given for the fall exercise of freedom of worship,, 

Freedom of organisa tien by unions, „trades,, and popular, movements 

Legislation will be enacted and measures taken to guarantee and promote 
free organization of anions, trade groups, and popular movements, both 
in rural and urban areas« 

1.5 Repeal of repressive laws 

All repressive laws will be revoked, particularly those which attack 
the dignity and integrity of persons, putting an end to murders, 
kidnappings, tortures, Illegal arrests, arid breaking and entering into 
homes. 

1.6 Abolition of repressive institutions 

All repressive institutions, such as the National Security Office (OSN) 
and the Military Intelligence Service, that have served for the political 
repression of the people and their organizations will be abolished. 

Eradication of the vices of the dictatorship 

The corruption that was characteristic of the Soraoza dictatorship, such 
as frauûalent confiscation of property; contraband, illegal tax. 
exemptions and dispensations, frauds in bids, fraudulent; advantages 
in real estate transactions; embezzlement of State funds; illegal 
granting of loans; commissions on loans, and other improper 
transactions, will be eradicated. Honesty and integrity of the administration 
and its officials shall be the fundamental standards of public 
administration. 

1.8 Enforcement of justice 

Members of the armed forces, and civilians involved in crimes against 
the people, embezzlement of State funds, or other unlawful dealings 
will be brought before the courts of justice«. 

1.9 Annulment, of unlawful trials and -judgements 

All trials conducted by illegal courts martial will be annulled and 
their sentences shall be null aad void. All political prisoners shall 
be released and the doors of the fatherland will be open to all exiles. 
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1.10 Municipal, ne If-government: 

Legislation will be enacted to ensure, and make effective, full autonomy 
for municipalities, with authorities elected freely by the people, and 
the Municipality of Managua shall be restored. 

1 c 11 Dissolution of the Somoza power.. strapture 

All povjer structures of the Somoza regime will be disolved and replaced 
by new democratic structures in accordance with the legislation enacted 
for that purpose and the content of this programme. 

1.1.2 Organization of a new national army 

A new national army will be organized, having as its basic principles 
the defense of the democratic process, the nation's soverignty and 
independence, and its territorial integrity. This army will be made up 
of FSLN combatants; the soldiers and officers who demonstrated honest 
and patriotic conduct in the face of the dictatorship's corruption, 
repression, and submission to foreign interests; those who joined the 
fight to overthrow the Somoza régime; all sectors of the nation that 
fought for liberation and wish to join the new army; and those citizens 
who at the proper time undergo compulsory military service. This new 
national army will have no room for corrupt soldiers and officers 
guilty of crimes against the people. 

The members of the national army may not undertake electioneering 
activities, but may exercise their political rights as citizens. 

The national army will be in touch at all times with the needs of the 
civilian population, and will take an active part in the tasks of 
reconstruction and development. Its members shall be trained in 
different areas of technical or professional specialization. There 
will be compulsory military service, and permanent minimum cadres will 
be maintained so that the army can at any time fulfill its duties 
properly. It will gradually be dissolved at the time and to the estent 
in which an adequate defense of the nation's sovereignty is ensured and 
there are no longer any belligerent military remnants of the Somoza 
régime. 

1.13 National Police 

The national police will be subject to a special régime as regards the 
nature of their civic duties and the protection of the citizenry. 

1.14 Independent foreign policy 

An independent, nonaligned foreign policy will be followed which will 
link our country with all nations that respect self-determination and 
fair mutually-beneficial economic relations. 
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In pursuance of these principles, diplomatic and trade relations will be 
maintained with the countries of the world that respect Nicaragua's 
internal revolutionary process. The opening of new markets and solidarity 
with the democratic nations of Latin America and the rest of the world 
will also be sought. 

I.15 Return of Nicaraguang living abroad 

A repatriation policy will be promoted to bring back Nicaraguans residing 
abroad, so that they may place thsir knowledge and experience at the 
service of their country and participate actively in the task of its 
reconstruction and development. 

II. ECONOMIC AREA 

2.1 Objectives 

In addition to the necessary actions to meet present requirements during 
the period of emergency and reconstruction, the following objectives will 
be pursued in the economic area: 

I • Integral transformation. 

Initiation of an internal transformation process of key sectors "of 
the economy, such as agriculture, the financial system, organization of 
foreign trade and living conditions in rural and urban areas. 

2. Reactivation and stabilization of the economy 

The immediate reactivation and stabilization of the economy, which 
requires reduction of the imbalance in Nicaragua's commercial transactions 
with the rest of the world and finding a solution for the problems raised 
by the country's large external debt; a reorientation of fiscal and 
monetary policies for the purpose of effectively fighting inflation and 
unemployment; and in general» the concentration and coordination of the 
country's economic and social forces around common goals. 

3. Development of a mixed economy 

Gradual progress towards the development of a mixed economy in which 
will co-exist: a sector of state and social ownership with clearly defined 
characteristics and scope, the main compoment of which will be defined 
further oh; a sector of private enterprise; and a third sector characterized 
by joint or coordinated investments of the public and private sectors. 

4. Individual and community participation 

Substitution of traditional paternalistic principles of government in 
economic matters by government action Co promote and stimulate individual 
and collective participation of all Nicaraguans In the solution of their 
own problems. 
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The following measures shall be adopted to achieve these objectives: 

2*2 Short-term actions 

In the most immediate short tsrm, and on a basis of urgency, the following 
action plans will be developed and implemented: 

1) An emergency plan principally aimed at meeting the following basic 
needs of the population: a) availability and distribution of 
foodstuffs; b) the economic situation of families directly affected 
or decimated by war; c) reconstruction of cities, towns and 
underprivileged neighbourhoods; d) health and nutrition conditions; 
arid e) efficient reorganization and operation of public services: 
transportation, energy, water and communications» 

2) An immediate economic recovery plan the purpose of which will be 
to promote reactivation and stabilization of the national economy. 
This plan will include specific measures and programmes, principally 
in the following areas: employment, agricultural and industrial 
production; monetary and exchange policy; foreign trade; fiscal 
and public spending policies; renegotiation of the public external 
debt; orientation of new debt; financial policy for development, 
and services» 

2»3 Plan for socioeconomic reconstruction, transformation and development 

A medium range plan for socioeconomic reconstruction, transformation and 
development will be formulated and implemented whose objective will be 
to raise substantially the standard and quality of life of our people, 
based on an increased national output and equitable distribution of 
wealth. This plan shall bring all sectors of the nation into the work 
of national reconstruction and overall development of the country. 
The sectorial plans mentioned in this Programme shall be part of this plan. 

2-4 Patrimony for National Reconstruction 
A Patrimony for National Reconstruction will be created as a high 
priority area of state and social action, based on the recovery of all 
the assets usurped by the Somoza family and their followers, which will 
be used primarily to solve the problems of backwardness, misery and 
unemployment suffered by the great majority. This Patrimony will be 
administered by a national trust fund before being transferred to the 
state institutions designated by the government to apply its funds in 
the process of national reconstruction, transformation and development. 
The need for promoting the creation of various forms of social ownership 
shall be taken into account in administering this fund. 

¡2.5 Production 
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2, 5 Product-Loa and Marketing 

a) Natural resources 

The State shall have control ever the exploitation and development 
of natural resources: mines, forests, fisheries, energy and others. For 
this purpose it shall manage these resources exclusively and director, 
or otherwise shall establish as required the rules and conditions to be 
applied when, for technological reasons or because of the amount of 
financing required, joint ventures are necessary for execution of projects. 

b) Basic orientation of production policy 

The nation's resources will be principally directed towards 
labour and land intensive activities. The application of efficiency 
criteria in the production of goods and delivery of services will be 
promoted. 

c) Priority of agricultural production for internal consumption 

Top priority will be given to agricultural production, principally 
for internal consumption, using technology that will raise productivity 
without conter-productive effects on employment. Similarly, use will be 
made of the large amount of farmable land not presently under cultivation 
through the Agrarian Eeform. 

d) Development of agricultural industry -

The development of the agricultural industry will be promoted; 
that is, of industry based on locally produced agricultural primary products 
and livestock. 

e) Marketing mechanisms 

*•) Foreign trade. The mechanisms for marketing traditionally 
exported agricultural and livestock products, and the importation of 
basic agricultural inputs will be placed in the hands of the State. 

This measure will be orientated towards: securing better markets 
and prices for these products; ensuring adequate income and remuneration 
for related agricultural activities; to reduce production costs, and to 
channel to the public sector part of the foreign exchange generated by 
traditional exports. 
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ii) Domestic trade. The State will strengthen or establish 
mechanisms which permit control or regulation of prices and to ensure 
the supply of the principal basic products for internal consumption 
that are part of the people's food requirements, to avoid speculation 
in these products. 

f) Development of national enterprises 

The State will support and give adequate protection to the 
development of national business organizations, especially small,and 
medium-sised enterprises, vis-a-vis transnational corporations. For 
this purpose it will apply a rational incentive policy to meet the 
objectives of the National Plan for Reconstruction, Transformation and 
Development, and shall foment the identification, selection, promotion, 
and financing of projects by creating or strengthening relevant 
institutions or mechanisms. 

2.6 External debt 

a) Restructuring and renegotiating, of debts 

The large public external debt contracted by the Somoza 
dictatorship, estimated at more than 13 billion cdrdobas (1.3 billion 
dollars) will be restructured and renegotiated. Renegotiation of external 
debt will include Its reconversion under the terms, conditions and periods 
most favorable to the national interests, and will be closely linked to 
the country's economic recovery process and the gradual restoration of 
its ability to pay. Special importance will be given to recommendations 
in this regard made by the United Nations Conference on Trade and 
Development (UNCTAD). 

b) Orientation of external financing 

External financing will be directed principally to the more 
urgent and immediate needs of reconstruction of the country, as well as 
to whatever activities can stimulate short and medium term economic 
recovery, according to priorities that will be established. The need 
for implementing development programmes of broad social scope tiill be borne 
in mind, as well as putting into operation projects that can generate 
their own paying capacity. International solidarity will be requested 
for the tasks of reconstruction, particularly from friendly countries. 
External financing for reconstruction shall be requested on privileged 
terms, or subject to the easiest possible terras. Strict control will be 
exercised over public and private external indebtedness through the 
most appropriate mechanisms. 

/c) Principles 
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c) Principles applicable to grants 

A policy will be promoted of accepting international grants 
that are not subject to conditions or limitations that damage the 
dignity or sovereignty of the state. These resources will be strictly 
applied to the highest humanitarian and emergency priorities required 
for the reconstruction and development of the country. The use and 
application of these fands will be described in government reports 
of a public character to be published at the intervals considered 
necessary. 

2,7 Fiscal and public spending policy 

a) Reform of the fiscal system 

The fiscal system will be reformed to attain appropriate 
levels of revenue, to ensure equity of the tax burden, and to put an 
end to arbitrarias and evasion in the collection of taxes. Among other 
measures, taxe3 affecting basic articles will be abolished or reduced, 
and luxury items will be taxed. 

b) Elimination of contraband 

All forms of contraband and unlawful traffic of merchandise 
will be uprooted. Similarly, laws and other provisions establishing 
systems of privilege that encourage contraband will be eliminated. 

c) Control of fiscal exemptions 

Strict control will be exercised over tax exemptions or 
reductions which are provided as incentives to certain production 
activities in order to ensure that such benefits are utilized for the 
specific development purposes for which they were granted. 

d) Public spending 

Public spending will be managed so as to apply funds strictly 
to development programmes: 2nd projects, according to the priorities which 
may be established in the National Plan and Budget. Its main function 
shall be to promote the internal process of income redistribution and 
to maintain appropriate levels of investment. 

/2.8 Reorganization 
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2.8 Reorganisation of the financial'Sygtem 

Substantial adjuetements will be made in the organisation and 
functioning of the private financial system, inasmuch depth as necessary 
and using whatever procedures are required to; 

a) Meet the requirements of the national interest and the common 
good; •<.'•: 

b) Ensure adequate accumulation and proper allocation of internal 
financial resources for the needs and priorities for 
reconstruction, transformation and development of the country; 

c) Avoid concentration of economic power, and 

d) Promote fulfillment of the social function that a financial 
system is called upon to perform in a country where the 
conditions of social and economic underdevelopment are acute. 

2.9 Foreign investment 

(a) Basic orientation and Provisions 

Foreign Investment will have «: role which Is strictly complementary 
to internal efforts. It must also contribute to the development and 
reconstruction of the country, complying with relevant Internal 
legislation and respecting national sovereignty* Thus, all policies 
dealing with this area will provide precautious to protect the nation* s 
interests. Types of investments considered of strategic importance for 
the country's development merit special consideration, among which "are: 
exploration and development of natural resources, and the industrial 
financial and transportation sectors. 

(b) Approval of standards and their content 

The National Reconstruction Government will establish Che basic 
rules and guidelines for treatment of foreign capital, acquisition 'of 
technology, Industrial ownership and the legal system applicable to 
patents and trademarks. 

(c) ^ther fundamental guidelines 

Foreign investment will only be accepted In those cases in which 
the financial or technological resources required by the investment 
cannot be supplied by nationals or by the State. In any event, measures 
will be taken to ensure that all technical knowledge derived from such 
investments may be transferred to nationals and that the latter have 
adequate participation in the ownership and management of any such 
enterprises. 

/No investments 
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No investments will be allowed that may have a negative effect on 
the ecology or the country's social and moral environment. 

2.10 Agrarian reform 

(a) General guidelines 

An Agrarian Reform Act and its corresponding regulations will be 
enacted to bring about, along clearly defined lines, a process of change 
of the present modes of ownership of agricultural lands, so that the 
rural population can have access in different ways to soil, technical 
assistance, financing, and other indispensable aids. 

The Agrarian Reform will operate initially by means of the State'a 
appropriation of the following holdings? 

1. The agricultural lands and enterprises recovered from the 
Somoza family and its followers, which will form part of the 
Patrimony for National Reconstruction. 

2. The property of debtors of state financial Institutions who 
received undue benefits from their connections with the 
Somoza regime. 

3. The property of tax evaders. 

A. Land which formerly belonged to the nation and was assigned 
by the régime for political reasons. 

5. Agricultural holdings abandoned by their owners. 

6. Idle land belonging to large holdings and to the State. 

(b) Forms of allocation 

When given to the new owners, tha land shall be organized for 
productive purposes, principally in the form of associations which will 
ensure that the property will fulfill Its social function. 

(c) Other guidelines in agrarian matters 

The leasing of land and use of water will be regulated. In 
addition, excessive division of agricultural land will be avoided, even 
of expropriated property, with the purpose of avoiding small farming 
and to maintain adequate levels of productivity. 

2.11 Regional developaeiit 

A development policy will be promoted which w£ll attend to the 
specific needs of the country's different regions. 

/2.12 Development 
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2.12 Development of the Atlantic Coast 

The population on the Atlantic Coast will be brought into the 
country's over-all development. For this purpose, the proper State 
agencies will initiate, in a coordinated manner, joint action of the 
relevant state entities to establish Central Service Offices in 
strategic parts of this region, which, in coordination with the 
Agrarian Reform, will offer health, education, technical assistance,, 
financial, and marketing services. 

7 1 2.13 International economic relations 

(a) International organizations and forums 

Active participation by our country in the more important 
international organizations and forums shall be promoted, particularly 
those linked to plans for socioeconomic recovery of developing countries, 
such as: the Conference of Non-Aligned Countries; the Group of 77; 
the United Nations Conference for Trade and Development (UNCTAD), and 
other Specialized Agencies of the United Nations. 

(b) Technical and financial cooperation 

The technical and financial cooperation required from the 
international community must be in keeping with the objectives and 
guidelines established by the Reconstruction Government, and will be 
requested, basically, from the United Nations Organization, friendly 
countries, and those international organizations that fully respect the 
country's sovereignty and the government's firm decision to enforce 
the principle of self-determination of the Nicaraguan people. Non-
reimbursable financial and technical cooperation will be requested 
whenever necessary. 

(c) Latin and Central-American integration and cooperation 

At the Latin-American level, the action of the Latin-American 
Economic System (SELA) will be strengthened stressing a multilateral 
approach whenever joint solutions are sought for common problems, 
particularly those that arise vie-g-vis industrialized countries. 
Central and Latin American integration will be supported to the extent 
in which it does hot interfere with the internal transformation process 
or the reactivation of the economy to be undertaken by the government 
and to the extent that it promotes the legitimate interests and 
expectations of the people. 

/(d) Guarantees 
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(d) Guarantees for private sector property and activities 

The activities and property of the private sector will be 
guaranteed and fully respected if they are not directly affected by 
the measures established or foreseen in this Programme. 

III. SOCIAL AREA 

3•* Objectives for action in social matters 
A real possibility of improving their standard and quality of life 

will be opened to all N'iearaguans through establishment of policies 
aimed at eradicating unemployment and making effective the right to 
housing, health, social security, efficient collective transportation, 
education, culture, sports and healthy recreation. 

3.2 Full employment and real wages 

(a) Creation of sources of employment 

Maximum employment levels will be promoted by creating new, 
permanent job opportunities. 

(b) Maintenance of real wages 

A wage and salary programme will be established in urban and 
rural areas to control working conditions, fair treatment, working 
hours, housing, food, etc., particularly in harvester's camps. In 
order to keep this policy up-to-date, the importance of maintaining 
the people's purchasing power and fair remuneration to cover their 
basic requirements will be kept in mind. 

3.3 Work and social security 

(a) New Labour Code 

A Labour Code will be enacted to provide true protection for 
workers, farm labourers, and all classes of wage earners, establishing 
trade-union rights and guaranteeing In an effective manner the right 
to strike. 

(b) Reorganization of the social security system 

The Nicaraguan Social Security institute (INSS) will be 
reorganized to make it an efficient agency serving Nicaraguan workers,, 
For this purpose, genuine trade-union representatives shall be included 
in the INSS Board of Directors. The benefits provided by Social Security 

/will gradually 



will gradually be extended to the worker's entire family and in all 
urban and rural areas throughout the country. In this way, the INSS 
will become a humane, able, and efficient institution. 

( c) Other provisions in regard to social security 

Strict rules will be established for the use of INSS financial 
resources to ensure their allocation for the specific purposes for 
which they were created. Similarly, the various benefits provided by 
the Institute will be reviewed and updated, within the possibilities 
of its coverage and financial resources. 

3.4 Health and nutrition 

(a) Plan of action in health matters 

A single National Health System will be created Into which active 
community participation will be incorporated progressively, so as to 
lay the foundations for the delivery of this kind of service in a way 
that will ensure its efficiency in terms of its quality and timeliness. 
The health programme will include principles for the operation of this 
system. 

(k) Training of personnel 
In order to have qualified personnel to implement the single 

National Health System programmes and projects, an active policy will 
be promoted of technical training at the required levels, including 
training of auxiliary and paramedical personnel, 

(c) Regulations for medicaments 

Domestic prices of medicaments and their indiscriminate importation 
will be regulated. Similarly, the system of patenta to manufacture 
medicaments in the country will be revised to make them accessible to 
low-income sectors, and the sale of medicaments will be duly supervised. 

(d) Participation of health professionals 

In view of the important social functions performed by health 
professionals, the State will set up mechanisms to promote their 
organized participation in the formulation and implementation of the 
National Health Plan. 

(e) Child nutrition programme 

A child's nutrition programme will be launched In school, health 
centres, and day nurseries, among other places. 

/(f) Eradication 
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(f) Eradication of chronic malnutrition 

The chronic malnutrillion affecting a high proportion of the 
population, particularly in rural areas, will be eradicated. To do so, 
in addition to ensuring greater availability of foodstuffs, food 
education programmes will be carried out with the purpose of improving 
the nutritional diet of low-income sectors. 

3„5 Education 

(a) Educational reform 

A thorough reform of the objectives and content of national 
education will be undertaken to convert it into a key factor In the 
process of humane transformation of Nicaraguan society and to orient 
this process in a liberating and critical sense. This reform will be 
integral in character and will cover all stages of the process, from 
preschool to higher levels of education. 

With this aim, a National Plan for Integrated Development of 
Education will be prepared and a General Education Act will be enacted. 

(b) Free and compulsory education 

Primary and secondary education will be free and compulsory, and 
in addition to giving students a scientific grounding, will also educate 
them for skilled jobs and impart knowledge of the Nicaraguan situation. 

(c) Price control of school books, materials, and uniforms 

Prices of school books and materials will be strictly controlled 
immediately. As soon as possible, the Ministry of Public Education will 
set up the necessary mechanisms for the production and marketing of 
school books and materials so that they can be supplied free of cost 
to the student population in public schools. 

There will be a single school uniform for all students in the 
country. 

(d) Regulation of private schools 

The Ministry of Public Education will regulate the operation of 
private schools, as well as their enrollment and tuition fees, ensuring 
their strict adherence to national education plans. Similarly, the 
physical facilities of such institutions (libraries, laboratories, 
gymnasiums, etc.) will be controlled so that they can be coordinated 
with the provision of public education services, Community participation, 
in the effort towards better education will be encouraged. 

/(e) Establishment 
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(e) Establishment of vocational technical schools 

Vocational technical schools will be created to prepare the labour 
force in different trades useful in the country's development. 

(f) Establishment of rural education centres 

Within the guidelines and priorities of the educational programmes, 
resources will be directed to the creation of rural education centres, 
where, besides giving a basic and integrated education, technical 
training will be provided to the rural population. Rural education 
programmes will be fully coordinated with the programmes for agrarian 
reform and rural development. 

(g) Respect for the National University's autonomy 

The autonomy of the National University of Nicaragua (UNAN) will 
be maintained, and it will be given full support so that it may develop 
creative teaching and adequate research In the areas of science and the 
national situation. A National Council of Post-Secondary Education 
will be created to coordinate post-secondary education. 

(h) Eradication of illiteracy 

A national crusade will be launched to mobilize all the country's 
resources to achieve total eradication of illiteracy. At the same time, 
liberating educational programmes for adults will be initiated to bring 
them fully into the process of national reconstruction and development. 

3.6 Housing 

(a) Urban reform 

True urban reform will be carried out with a view to solving, among 
other problems, those of underprivileged neighbourhoods, illegal zoning, 
unhealthy environments, and the limits to be observed by urban property 
holders. High priority will be given to regulation of rentals of 
housing, in order to prevent speculation. 

(b) Planning 

A National Housing Plan will be developed and implemented for the 
purpose of meeting the people's basic needs, particularly for those with 
lower incomes. Housing programmes shall seek to build housing units of 
the right size at a reasonable cost and with the necessary sanitary 
facilities. Prices of construction material will also be controlled. 

/(c) Rural 
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(c) Sural housing programme 

- A rural housing programme will be initiated in the countryside to 
provide housing for the rural population in keeping with their needs, 

(d) Emergency proprarcme for underprivileged neighbourhoods 

An emergency prograona will ba undertaken in underprivileged 
neighborhoods to i-ebuild the house© of people who were left homeless 
by the genocidal bombardments of the Scaosa dictatorship, as well as to 
improve existing housing by means of a long-tern, low-interest financing 
system, using the infrastructure available in these heroic neighbourhoods. 

3.7 Public utilities; Transport) water, light and sewers 

(a) Organization of collective transportation 

The State will give the Municipality of Managua ownership and 
administration of the metropolitan collective transport system. At 
the same time, the necessary provisions will be made for reorganizing 
and regulating urban and interurbnn collective transport lines in 
order to promote efficiency and better service conditions for users. 

(b) Regulation of transportation tariffs 

All collective transportation tariffs will be regulated to ensure 
stable prices within the reach of low-income sectors, while at the same 
time allowing an adequate level of efficiency. 

(c) Traffic courts 

Traffic courts of a purely civil nature will be created under the 
jurisdiction of the Judicial Branch. 

(d) International actions in regard to maritime freight rates 

Unwarranted Increases in freight rates imposed unilaterally by 
International Maritime Conferences will be opposed by means of whatever 
joint international efforts may be required, particularly in coordination 
with countries of the Central-American and Caribbean area, as well as the 
rest of Latin America. 

(e) Extension of water, light and sewerage services 

Public utilities will be expanded, particularly water, light and 
sexrerage networks, according to the priorities established in the ?lan 
for Reconstruction, Transformation arid Development. 

/(f) Review 
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(f) Review and adjustment of tariffs 

The tariffs £or public utilities (water, light and sewerage), will 
be revised and modified, eliminating subsidies to the industries by 
private consumers, with special benefit to low-income sectors. 

3.8 Care of women, children and the aged -

(a) Dignity of women 

The dignity of women will be upheld and all their rights in society 
will be enforced so that they may not be subject to discrimination. 
Pregnant women and nursing mothers will receive priority consideration 
in all health plans. 

(b) Establishment of day nurseries 

Nurseries will be set up with the effective participation of 
mothers to make it easier for women to actively join the process of 
national reconstruction and development. 

(c) Complete care for children 

Children will receive complete care from their conception 
throughout their growth and development, with special emphasis on the 
control of infectious diseases, 

(d) Eradication of child labour, abandonment and begging 

As a result of the prompt implementation of the steps set forth 
in the areas of health, education, and other complementary measures, 
children doing the work of adults, begging, and child abandonment, 
will be eradicated. 

(e) Care in old age 

In a broad humane sense and respecting personal dignity, attention 
will be given to the most pressing needs of elderly citizens who are 
unable to work, or who are without protection, or living on alms, or 
who have health disorders requiring medical attention. Whatever facilities 
are necessary for this purpose will be established or reorganized, such 
as add people's homes or nursing homes. 

3.9 Culture and sports 

(a) Incentives for creativity and artistic expression 

Encouragement will be given to all forms of literary and artistic 
production, arts and crafts, and folklore, in order to consolidate a true 
Nicaraguan popular culture, and efforts will be made to reclaim the 
nation's cultural values. 

/(b) Training 



(b) Training centres 

Schools for artistic treiaing in tncaic, dance, plastic arts, and 
drama will be crestec", and the formation of groups of the same nature 
throughout the country '«Till 'be encouraged. 

(c) Low-priced tkij!lea>;ions 

Mass editions of bocks trill be published to achieve extensive 
penetration among the people and to kee? alive the process of cultural 
education after literacy has been attained* 

(d) Protecion of otir artistic and cultural heritage 

The nation's artistic, cultural, and historical heritage will be 
zealously protected, and librarle", museums, and archives will be 
created for its preservation enacting legislation to prevent the flight 
of the country's cultural patrimony. 

(e) Information about outstanding figures who give strength 
to our nationality 

Agencies will be created for the study, analysis and publication 
of the life and work of our national heroes, especially Augusto César 
Sandino. 

(f) Promotion of sports • ' 

The practice of sports among the young will be promoted by all 
possible means as part of the overall educational process. Stadiums 
and sports fields and -parks will be built thoughout the country. 

3.10 Reconstruction of Managua and other cities destroyed by 
the dictators-rip 

(a) Reconstruction of Managua 

A true reconstruction plan will be Implemented in the capital 
based on human criteria,, and the personal interests which governed all. 
decisions made by the dictatorship will be replaced by the people's 
Interests. 

(b) Reconstruction of other cities 

Urgent measures will be taken to rebuild the cities and towns 
destroyed by the Soincza régime, providing fcliem with basic infrastructure 
requirements. The needs of familias affected by the war will receive 
special attention, as will îrhose of refugees, emlgrees and the homeless. 

/IV. REORG4SIZATION 
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IV. REORGANIZATION OF INSTITUTIONS 

Administrative reform will be undertaken, principally in regard to 
the Executive Branch, for the purpose of: a) rationalizing its functions, 
a\»oiding excessive bureaucracy and duplication of governmental actions; 
and b) establishing and making operatioiial an economic and social 
planning system to ensure implementation of economic and social 
development programmes and projects according to the priorities to be 
established. 


