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FOREWORD

In agreement with the Government of Nicaragua, the Executive Secretariat
of ECLA decided to convene a meeting of the Plenary Committee of the
United Nations Economic Commission for Latin Americc. The purpose of
this meeting was to examine the scope and characteristics of the techni-
cal and financial international assistance required to solve the critical
situation brought about by the earthquake that destroyed the city of -
Managua in Cecember 1972,

Immadiately after the tragedy, friendly governments and internmational
organizations expressed the support of the international community to
Nicaragua through the provision of goods and technical assistance. Among
other resolutions, the Ministers of Foreign Affailrs and of Economy of the
Centra! American Governments decided to give full support to the idea of
holding a meeting of the Plenary Committee; the initiative was also endorsed
by several Latin American governments, members of ECLA,

To facilitate and expedite the deliberations at the meeting, a2 mission
of experts was organized to visit the disazster area and prepare an appraisal
report with a preliminary estimate of damages to the economic and social
development of Nicaragua resulting from the earthquake,

The report was prepared jointly by ECLA's Secretariat and the
Permanent Secretariat of the Gensral Treaty on Central American Economic
Integration (SIECA). The aid of other regional organizations, especially
the Central American Institute of Industrial Technology and Research, and
of experts from the United Nations' Office of Technical Cooperation, UNIDO

and the UNDP was also enlisted.

/The document
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The document is divided in four sections. The first ome refers to
the main aspects of the economic development of Nicaragua during 1972,
prior to the disaster and evaluates the importance of Managua in relation
to the economic, social and political development of Nicaragua. The second
section shows an estimate of the material damage and human life losses
which resulted from the earthquake, while the third includes an examination
of the main problems the economy of Nicaragua must face in the near future.
The last part outlines the conclusions and recommendations of the Mission
in order to enable the absorption of, and to orientate and assign
priorities to the assistance from governments, international organizations
and private institutions.

The Secretariat of ECLA and SIECA's General Secretariat wish to
express their gratitude to the Nicaraguan govermment officials and individuals
for the assistance given to the Mission, without which this report would

not have been possible,

/1. BACKGROUND
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I, BACKGROUND

1. Main Features of the Nicaraguan Economy in 1972

a) General Characteristics

Withoug taking account of the damages caused by the earthquake
suffered by Managua at the end of December, the country's gross domestic
product was estimated to have increased by 5 per cent in 1972, s rate
slightly above that of the previous year. (See table 1.)

While in 1971 the growth of the GDP was governed by the behavior of
dcemestic factors, in 1972 the determining elements were mainly in the
external sector, specially in the increased exports of traditional products
and, to a lesser degree, of manufactured articles sold to the Central
American market.

The drop in public and private investment precluded a greater expan-
sion of aggregate demand, which reached 7,400 million cbérdobas, namely
4 per cent higher than in the previcus year. Among other factors, the
uncertainty concerning the future of the Common Market, put a brake on pri
vate investment, while the effects of drought reduced the income of large
sectors of the population. 1In addition, public investment, which had grown
significantly in 1971 (29.5 per cent), fell by nearly 10 per cent in 1972.’
(See again table 1.) In coutrast, the government maintained the policy
of high-level savings and devoted a substantial proportion of foreign
credit to improving its financial position and that of the autonomous insti-
tutions, by restructuring its debt in order to contract only long-term credits,

Aggregate supply Iincreased by only 4 per cent as a result of moderate
rises in production and imports. The slow increase in imports is explained
by the smaller purchases of capital goods resulting from the slowdown in
investment. This trend partly compensated the increase in imports of several
inputs created by the rise in industrial production. (See table 6.)

The productive sectors that contributed most to the growth of cutput
were manufactures (7.5 per cent) and public utilities such as electricity

and water supply (8.6 per cent). Value added in transport also increased

/as a
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as a consequence of the growth in exports. In contrast, agriculture wvas
seriously affected by the long drought, with losses in the basic grain
and cotton crops in the 1972/73 season; the negative effects ~f these crop
failures are considered alongside those of the earthquake. The 1972 drought
implied a substantial reduction in peasants' income, both because of its
effect on production for self-consumption and the reduction in employment
in cotton harvesting and coffee processing.l

The growth rate of consumption fell as a consequence of the slowdown
in investment, the effects of the drought and the reduction of public ex-
penditure. Total consumption reached 4,654 million cérdobas, only 1.7 per

cent above the level of the previous period., (See again table 1).

b) Principal Productive Sectors

The 2.3 per ceat increase in agriculture and livestock fell below
the rate of population growth. The reduction in the growth rate (which, as
has been mentioned, should become more pronounced in 1973) should be
attributed to the sharp fall in agricultural output for domestic consump-
tion (more than 13 per cent) and to the reduction of the coffee crop, which
was also affected by the 1972/73 drought.

Cotton production in 1971/72 has been estimated at 2.2 million quintals
(24 per cent above that of the previous scason), and this increase can be
attributed both to the harvested area (from 136,287 manzanas in 1970/71 to
156,079 in 1971/72), and higher yields (from 12.56 to 14.30 quintals per
manzana). Production of cotton also benefited from the credit policy that
allowed an increase of the cultivated area and frem the policy measures taken
in the Common Market to secure the regional supply of oil and to guarantee
reasonable prices for cottonseed, However, the drought previously mentioned
will result in a reduction of crops and exports in 1972/73,

The drought also reduced coffee production in the Pacific region
and, altheugh from 1970/71 to 1971/72 production increased by more than
84,000 quintals, it will be considerably reduced during the present cycle.

1/ The decline in the export of these two products will not be felt

until 1973, due to the lag between the production and export periods.
(See table 2.)

{The products
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The products for domestic consumption most affected by the lack of
rainfall were corn, beans, and sorghum; the rice crop suffered less since
only 36 per cent is harvested in non-irrigated lands, The first corn and
bean crops were completely lost, while the second showed a slight recovery.

M the other hand, under the stimulug of policies for the improvement
of cottle herds, the slaughter systems and the rise in domestic and inter-
national demand, livestock production registered a substantial increase of
almost 10 per cent.

Finally, manufactures increased 7.5 per cent f{over that of the pre-
vicus year) mainly because bigger sales were made to Central America, especial-
ly to Honduras and Costa Rica, since domestic levels of consumption do not
seem to have increased substantially. On the other hand, wood and cork pro-
duction, oil refining (on the basis of imported crude oil), paper and rubber,

showed the greater rises. (See again table 2.)

¢) Foreign Trade and Balance of Payments

The balance of payments improved during 1972; the strong increase in
exports (which reached nearly 236 million dollars) coincided with the slow
expansion of imports. (See table 3.) Consequently the trade balance showed
a surplus approaching 38 million dollars which, with the increase of foreign
loans resulted, for the third year in succession, in a strong improvement
of the international monetary reserves. (See table 5.)

Income derived from exports of primary products registered a rapid
growth; outstanding among these were the sales of cotton, sugar, meat, shrimp
and lcbster (the latte¥ due to particularly favorable prices). In addition,
inceme from the sales of sesame seed decreased as a result of a reduction
in the area under cultivation and in production. (See table 4.)

The improvement in the internatiomal price of cotton (15 per cent)
and che good crop in the 1971/72 season --which rendered one of the highest
yields in the world-- provided the country with a foreign currenc& income
almost equal to that of 1965 (61 million dollars). Although the area under
cultivation in 1972/73 was 38 per cent greater than in the previous season,

the effects of the drought will cancel out any increase in output.g/

2/ According to official estimates, sales of cotton in 1973 will decrease

by 22 million dollars.
/Coffee
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Coffee exports recovered from the steep fall in prices of the previous
year (14.8 per cent). The quota assigned to Nicaragua for the 1971/72
season was 663,777 quintals and an increase of 55,000 quintals was obtained
for the 1972/73 season. At the beginning of December the producing and
purchasing countries decided to tempnrarily suspend the quota system, which
will intensify competition among producing countries and will lead to a
resulting descent of price in the produet, if the werld supply increases.él

Meat exports to the American market surpassed those of the previous
year by more than 7 million dollars, due to the development policy, the
increase in price and the eliminatisn of quota restrictinns.ﬁj Sales could
be reduced in 1973 because, as a result of drought, slaughter for export
started too early in 1972, and consequently the fattening season will have
to be longer and will delay slaughter in 1973,

The ecological ecycle with shrimp and lobster migrations has led to
a drop in the catch and sales of these seafoods in the last years; however,
in 1972 conditions started to become favourable, with notable increases in
prices that represented an inccme of 9 millions dollars.

Since the unit value of sugar exvorts did not change in 1973, the
substantial increase was due to an increment of the quantity exported,
both to the American (following an increase in the quota) and other

5/

markets .=
Central American trade registered a substantial increase in 1972;
the balance, although negative, again strenthened Nicaragua's position
within the regional market, mainly because of greater sales to Costa Rica
and Honduras mentioned above. (See table 7).,
Notwithstanding, the above prcblems were foreseen, in the first

place because of the temporary suspension of free trade with Costa Rica,

3/ At 30 September 1972 there was a stock of 299,000 bags in Nicaragua.
4/ On 26 June 1972, in order to check increases in the domestic prices,
the American Government lifted restrictions to the impcrt of meat.

5/ Nicaraguan producers were trying to obtain higher quotas in the United
States market.

/and, later
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and, later on, because of the concessions in foreign exchange preferences

granted by that country to the rest c¢f Central America.ﬁj

d) Public Finances, Money and Banking

Savings in the central govermment's curient account had been main-
tained at a high level, although noticeably below those for 1971.

(Se= table 8,) Generally speaking, this resulted as a consequence of the
policy t» increase available resources for investment by the public sector,
and of certain restrictions on the expansion of current expenditure.
Nevertheless, contrary to previous years, physical investment by the central
government fell by nearly 9 per cent; in compensation, greater transfers ovx
credits were granted to the semi-official sector reaching more than

140 million cérdobas. In addition, financial support of 75 million cérdobas
was granted in order, mainly, to recapitalize INCEI and INFONAC.

(See table 10.) Simultaneocusly, an important part of available resources
was devoted to cancelling the domestic debt, while foreign loans were used,
and also in large part, to restruciture the debts of the decentralized
organizations and institutions.

Current revenues - from taxes and other sources - reduced their rate
of expansion to only 1.4 per cent, due to the fact that income other than
taxes was noticeably lower (46 million cdrdobas). This reduction was
cavsed basically by accounting orerations; the traasformation of the TELCOR
company (Telecomunicaciones y Correos de Nicaragua) into a decentralized
body represerted a reduction of 35 million cérdobas in the income of the
central government and a slight decrease in its investment. (See table 9.}

Revenues from taxation increased, however, by an estimated 7.8 per
cent, the greatest increascs coming from direct taxes. Indirect taxes
rose frcm 438 to 465 wmillion efrdobas mainly due to 2 rise in

production and consumption taxes.

6/ On 23 October, free trade was re-established with Costa Rica, although
that couniry introduced a monetary exchange surcharge to the greater
part of Central American imports, with the exception of a very limited
number of products listed as essential.

/Current
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Current expenses reached 533 million cérdobas (4.7 per cent above
those of the previous financial year)., Payments of wages and salaries
increased moderately, while outlays for the acquisition of goods and
services were reduced. In contrast, transfers and, above all, outlays
for payment of interest on the public debt increased from 18 to almost
40 million cérdobas. (See again table 10,)

Notwithstanding the high level of savings in current account,
disbursements in capital account and the payment of internal debt made
it necessary to obtain net foreign credits for nearly 235 million cérdobas.
(See table 8.) As has been indicated, the imbalance can be explained
mainly by the large number of transfers in the current and capital
accounts that were devoted, basically, to adjusting the finances of several
decentralized institutions.

Credit policy was adapted to the rythm of expansion of the country's
private investment. Domestic credits by the banking system seem to have
increased less than 5 per cent, (in spite of a greater availability of
funds in the banks due to an increase in direct savings by the export
sector,) Loans to agriculture increased by only 4.2 per cent (October
balance) while those for animal husbandry and industry had increased by
9.6 and 10.0 per cent respectively. Credit to industry and commerce, for
financing production and inventories was given by the banks to solve the
problems created in the Common Market by the payment crisis of Costa Rica.
(See table 12.)

In contrast, some of the liabilites of the banking system expanded
substantially with the consequent increase in liquidity and of

/money in
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money in the hands of the public., Cheque accounts increased from 310 to
414 million cérdobas and saving deposits rose from 329 to 495 million
(October balances). (See table 11,) This proves again, from a different
angle that the boom in the export sector did not spread tn other productive
activities and to investment, as a result of the drcught and -~to a certain
crtent at least-- the restrictive policles adopted for the domestic
financial system. It is also possible that this might have been influenced
by the rise of some property taxes,

However, the net result of all these elements, was the substantial
strengthening of the international net reserves of the Central Bank and
other financial institutions. Total availability of grozs foreign
exchange had risen from 6.0 to 47.6 million dollars (October balance)
which permitted large payments to external debtors,especially those of
the commercial banks and an increment of net assets., In these circumstarices,
if the earthquake had not occurred, Hicaragua would have been in a
favourable financial position to promote a fairly rapid growth of its
economy by removing bottlenecks in its balance of payments, improving the
structure of its foreign debt and revitalizing the fimancial positian of
the main decentralized snd development institutions. Added to that
could be the agreements reached by the Central American governments to
begia a process in 1973, of restructuring the Common Market which could
have counteracted uncertainty factors which existed previously. The
only important obstacle would have been the adverse effects of the drought

which will be strongly felt in 1973.

/2. The December
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2, The December Disaster and the Economic Importance of
the City of Managua

a) Characteristics and Intensity of the Earthquake

Between the 22nd and 23rd December a series of seismic movements
were registeced, which inflicted very serious damage to Managua. The
strongest movement lasted for two and a half minutes and had an intensity
of 8.5 degrees on the international scale, which reaches a maximum of 12.11

According to data supplied by the Technological Institute of
California, the capital of Nicaragua is located over a geological fault,
which makes it a zone very vulnerable to telluric movements. Since the
beginning of the century several earthquakes of high intensity have been
registered, The 1931 earthquake, which also inflicted great damage to
the city, was of comparatively lesser intensity (7 degrees on the
international scale).

As the earthquake's epicentre was located precisely at the city of
Managua, its effects were extraordinarily intense and in addition were
aggravated by construction deficiencies in many of its buildings. It
is estimated that an urban area of 27 square kilometres was damaged,
with about 50 per cent of it being totally devastated,

Preliminary evaluations made by the National Emergency Committee
estimate a destruction of 400,000 square metres of commercial buildings
and warehouses, and 340,000 square metres as the area covered by the
public and private offices that were wrecked. Damages were suffered by
many other activities, mainly handicrafts and small industries,

educational centres, hospitals, recreation facilities and public and
urban services.

2/ A first light tremor occurred the night of the 22nd of December,
which alerted the population and undoubtedly prevented the loss of
human lives from being greater. The two strongest movements were
felt during the first minutes of the 23rd, which really caused the
greatest destruction and a large number of victims, Other movements
were registered throughout the following three days, at shert
intervalis.

/b) Importance
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b) Importance of the city of Managua

It is necessary to know the importance of the city of Managua in
tiie socio-economic development of the country, in order to evaluate,
more objectively, the true extent of the damage caused by the earthquake.
As is characteristic of urbanization processes and of the location of
productive activities in many developing economies, the capital of
Nicaragua has been the principal centre of concentration of pepulation,
trade, industry and financial services, as well as being the site of
the Central Government aud of the most impdrtant decentralized
organizations.

From the above it is cvident that to the material damages and
the loss in human lives, must be added the cost of the temporary upsets
in public administration and the disorganization, also temporary, of
the main generating centre of dynamic mouentum in the Nicaraguan economy.

The municipality of Managua, with an estimated population of
4286 000 irhabitants, representing more than a fifth of the country's
total;él was registering a very high vate of expansion (6.9 per cent
annually) during the period 1963-1971, The econocmically active
population amounted to approximately 136 000 people, the principal
sectors of employment being industry (25 000 workers), commerce
(20 00C workers), public administrztion (13 000 employees) and other
services.

Preliminary evaluations indicate that activities in Managua
generated cn added value close to 400 million dollars in 1972; that is
o say, about 40 per cent of the gross domestic product of the eccnomy
as 2 whole. Thus, income per capita of that city could be placed at wmore
than 200 dollars a year, while the national average only amounted to
500 dollars, measured in 1972 prices. (See table 13.) This is due to
the high coefficients of concentration in the city of productive and
governmental activities. 1In fact, the industries located in the . -

metropolitan area of Managua represented 6C per cent of the country's

8/ According to the Census definition, 90 peor cent of this figure
could be classified as urban population.

/manufactures
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9/

manufactures, including the greater part of the more modern installations,
those of largest size and those specializing in exports. Similarly, about
60 per cent of commercial activity was concentrated in Managua; besides
satisfying the needs of the urban population, this served as a nation-

wide distribution centre. Equally high, or even higher proportions,

applied to the concentration of certain services, particularly those
connected with financial, insurance and tramsportation activities.

The city of Managua itself has three thermo-electric plants with a
capacity of 85 000 kilowatts (45 per cent of the total for public service)
which are interconnected to the Central de Jinotega system, The petroleum
refinery, with a production of 3 600 000 barrels a year, was also in
Managua; so are the only international airport and the principal tele-
communications centre.

These economic and social features determined that in the country's
capital, important external economies and economies of scale arose, which
encouraged capital formation and, indirectly, induced a concentration of
consumer spending, Very preliminary figures show that investment in the
urban area amounted to almost 45 per cent of the total, while consumption
expenditures reached almost 60 per cent,

The needs of a population of a comparatively high absolute size and
in process of rapid expansion, together with the fact that the head-
quarter of the legislative, executive, judiciary and electoral bodies
are located in Managua, explain why a high per cent of current public
expenditure and public investment had been absorbed by that city.

“ Based on the 1971 census, it is estimated that there were

10/

78 000 housing units—" built in the municipality of Managua (the

national figure was 330 000 units). That amounts to an investment of

9/ According to the industrial survey carried out in 1968, the
participation of some industrial branches located in Managua was
as follows: beverages, 78 per cent; chemical products, 37 per cent;
textiles, 65 per cent; footwear and clothing 70 per cent; metallic
products, 45 per cent; foodstuffs, 31 per cent; paper, printing and
publishing, 93 per cent,

10/ A fraction less than 10 per cent of this figure could be included
in the rural category.

/around
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around 400 million dollars and the generation of an income of between
30 and 34 million dollars a year. In accordance with the city's zoning
plan, the central part was preferrved for commercial buildings, public
administration offices and financial instftutions, although there were

11/

also many private houses.,~' Toward the east side of the city light
industries predosinated whereas the heavy industries were located at
the west side. The rest of the city was occupied mainly by houses,
with modern residential sections on the adjoining hills or near some
highways leading into the city.

In adaition to its economic and political significance, the
metropolitan zone of Managua has always been the most important national
cultural centre. Located in the city were the main universities and
research centres, the country's best medical and hospital installationms,
libraries, bookshops and publishing houses, and the most efficient
services for primary, secondary and technical education. It is enough
to mention, in this respect, that in the city lived almost one third
of all those registered in primary schools, about half of those study-
ing in a secondary level and more than 80 per cent of those working

for a superior and university level of education.

11/ About 80 per cent of the metropolitan population was supplied with
drinking water services, ths principal source of supply being the
Laguna de Asososca. A small proportion of the city's inhabitants
had drainage services, which discharged through two large canals
that flowed into an adjoining lake,

/II. HUMAN
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II. HUMAN AND MATERIAL LOSSES

1. Human resources

As has been mentioned, the population of the city of Managua was approxi-
mately 428,000 of which 136,000 could be classified within the economically
active population. One of the results of the earthquake has been unemploy-
ment in the following sectors: personal and commercial services (37,000
unemployed); commerce(16,000); manufacturing industry (about 4,000),
especially of workers in small and medium~sized industries and handicrafts;
and other activities (about 1,500). In other words, about 45 per cent of
the economically active population is at present unemployed, with the
subsequent loss of income and with the immediate problem of providing

for their dependents.

Further, since about 300,000 people have been left without shelter,
it was necessary to evacuate part of the population of the city of Managua
to surrounding centres or to camps near the disaster zone, with the con-
sequent pressures on public services and sources of supply in many urban
centres.

The problem of supplying certain basic products that had arisen b
because of the drought in 1972, was worsened by the economic effects and
the social tensions resulting from the disruptions following the earth-
quake, thus considerably increasing the needs and complicating the pro-
vision of emergency aid to the victims,

It is difficult to give precise figures on casualties as a result
of the earthdquake last December. The most realistic figure appears to
be around 6,000 deaths (in which case the loss of human life would
represent between 1,0 and 1.5 per cent of the total population of Managua);
to this figure must be added the number of people injured - estimated at

about 20,000 - in urgent need of hospital services, medicines and food.

/2. Estimate
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2. Estimate of Fixed Capital Losses

It is without doubt too early te give a detailed amount of the material
damages due to the earthquake, but on-the-spot estimates, global cun-
slderations and official information permit at least to suggest an order
of magnitude.

Provisional estimates based on earlier censuses and surveys give a
figure of around 1,000 million dollars of fixed capital in the city of
Managua before the disaster, of which approximately 40 per cent was
accounted for by housing, 20 per cent by industry, 15 per cent by public
buildings znd infrastructure and the remaining 25 per cent by commerce and
services. Eased on these figures it can be inferred that 60 per cent of
the fixed accumulated investment was entirely lost (80 per cent of the
housing units, two-thirds of the public buildings and infrastructure, 60 per
cent of commerce and services and 15 per cent of industry). Based on con-
siderations that will be set forth later, it is estimated that damages in
fired capital and inventories amount to some 620 million dollars, while
other 1lcsses come to 152 million dollars, making a total loss of 772 million
dollars. (See table A.) The first figure given vrefers to -the replace-
ment value cf the items damaged or destroyed; should it be decided to move
the city of Managua to another location, the financial costs of reconstruc-
tion would tend to be considerably higher because a great deal of most of
the repairable or undamaged installations and equipment would be lost.

The following is a very general estimate of the losses referred to:

a) Houging

Of the 78,000 housing units that existed in Managua, it is estimated
that approximately 75 per cent, that is, 60,000, were left completely or
almost completely destroyed; this sector was, therefore, the one that
suffered the greatest losses. The centre of the city and the neighbouring
districts were the most affected, as well as some neighbourhoods in which
low~-cost housing prevailed. Several medium and high-class regidential
areas were also seriously damaged, although those located on the outskirts

¢t the city suffered considerably less,

/Table A
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Table A
NICARAGUA: LOSSES CAUSED BY THE EARTHQUAKE IN MANAGUA
(Millions of dollars)
; Replacement value of oOther
Sectors fixed assets and Total
losses
inventories
Housing 320 320
Commerce and other private
services 158 402/ 198
Government, public buildings b/
and infrastructure 112 84— 196
c/
Industry 30 16~ 46
Removal of debris and d/
cleaning of Managua 12- 12
Total 620 11 772

|

a/ 1Includes accounts®and uncollectable debts in
financial sectotrs.

b/ Includes lost fiscal income and accounis for public services not
perceived and emergency expenditures.

¢/ 1Includes losses of securities and costs of temporary eor partial
shutdown of production.

the commercial and

d/ Official sources estimate that 7 million square metres of debris

have to be removed.

/The massive
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The massive destruction can be explaired essentially by the intensity
and the locaticn of the earthquake's epicentre, although there is no doud:
that it was &lso influenced by the great number of old buildinga, constructed
with inadequate materials, and the lack of stringent regulations concerning
buiiding norms. In any event, th2 estinate of materizl damage is very high,
tz:ng couservatively put a 320 million dollars.l/

To the losses of fixed capital muast be added the social costs as-
sc~riated with the evacuation of the city, and these related to the effects
of rcrouwding the victims into camps or urban centres that lack sufficlient
installations and servicegs. No less important will be the reduction of
output in the housing sector and the problems that will arise from the
cencellation or the extension of loans granted for the building of houses,

zad, in particular, for financing their rehabilitation or reconstruction.

b) Commarce and Other Services

Tt has been estimated, through official information and direct
observation, that nore then 90 per cent of the commexrcial capacity of Managua
- that at the same time represeriz 60 per cent of the total for the
country -~ was left totally unusable. As far as bulldings and installations
are concerned, official figures, based on an e¢stimate of the space requiredl
per worker, claim losses of rearly 72 million dollars.g/ On the other
hand, based ¢n daza from a survey among the principal commercial establish-
ments and iaporting agencies, carried out prior to the earthquake, it can
be assumed that the amount of losses in inventories was 40 million, making
e total figure for material losses in the commercial sector of 112 million

dollars.

/ Taking oificial figures into account, the cost of replacement of housing
unita, inciuding a certain nuwber of fixtures and lost furnishings, has
been placedat an aversge of 5,400 dollars per unit,

There ave relatively reliable statistics on employment in the commercial
sector. 3Based oun an estimate of 15,0C0 employees, official flgures
evaluate lcsses in buildings at 300,000 square metres, giving a monetary
loss of 60 million dollars, plus 12 million dollars in equipment and
furnishings.

Jest

(]
~

/For the
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For the remainder of the services - banks, insurance, professions,
hotels and others - the use of a similar method of evaluation would show
damages of 46 million dollars. Thus, preliminary estimates of material
losses in the sector relating to commercial and other services would
rise to 158 million dollars,

c¢) Publie Buildings and Infrastructure

Visits were made to buildings housing governmental bodies, the
principal decentralized institutions, health and education centres, public
merkets, customs, and other buildings, and it could be appraised by direct
observation that almost all the buildings referred to were left practically
unusable.gl It was also assessed that the main hospital centres of
Managua, with a total of 1,650 beds were destroyed. The water and
Grainage networks in the city centre will require major repairs, with
part of them having to be rebuilt., As far as communications are concerned,
the central building of the TELCOR company had to be totally evacuated as
it was left in a dangerous condition. Part of the electronic equipment,
as well as furniture and office equipment was completely damaged. The
company, like others in the public service, will suffer a curtailment in
income because of the heavy reduction in demand. Although some progress
has been made in the re-establishment of certain vital communications
within the country and with the rest of the world, it is estimated that
the Directorate General of Telecommunications will need to invest more
than 2 million dollars to bring operations back to normal, not including
portfolio losses.

In the same way, the thermo-electric units, as well as some sub-
stations and the distribution system of the National Light and Power
Company, suffered considerable damage. Some weeks will be required to
repalr their installations and 9 million dollars will be required to
compensate these logses., Finally, the streets, sidewalks and kerbstones
cof the city suffered some damage and; to a lesser extent, so did the

peripheric highways.

3/ An exception was the National Power and Light Company building.
/In short,
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In short, putting together all available means of judging the
damage, including some official partial figures, it is estimated that
losses in public buildings and in the urban infrastructure amounted to

4/

approximately 112 million dollars.—

d> Industry

By means of visits to a relatively large number of installations it
was possible to observe that the large and medium-sized industrial enter-
prises located on the outskirts of Managuaz suffered reiatively light
damage‘é/ Approximately 50 per cent of these plants have re-started
operations and other will do so during the first half of the year. 1In
all, 14 large enterprises were completely destroyed and 7 more suffered
substantial damage.él

Small manufacturing companies and handicraft activities were those
that suffered the greatest damage; an estimate of a 95 per cent irrecover=-

able loss in investments in buildings, equipment and inventories has been

made. This sector, in which the predominating activities are the manufacture

of footwear, saddlery, blacksmiths' shops, mechanics' workshops, tailoring
and ready~made clothing, printers works and bakeries.
The total losses in fixed capital and inventories in the manufactur-

ing sector can be placed at 30 million dollars.l/ As is the case in other

4/ The former includes 20 million dollars in hospitals, 17 milliion in
urbanization, 9 million in the electric power sector, 4.5 million in
educational centres, markets, and 60 million dollars in other publie
buildings and various installations,

53/ The chemical and pharmaceutical industry suffered lesser damages, as
did the oil refinery and the cement industry. The greater part of the
large p'ants that produce goods for the Common Market are in a similar
situation, with the partial exception of the foodstuff producing plants,
textile factories and other of lesser significance.

5/ The industries particularly affected can be classified as those in
foodstuffs and beverages, textiles, clothing, paper, printing and
publishing.

7/ The evaluation was based on the analysis of industrial establishments

in the 1968 survey, the proportion of output generated in manufacturing

and handicrafts, the provisional inventory of destroyed and damaged
enterprises and in the use of capital/output coefficients taken from
previous surveys and studies,

Jsectors of



E/CN.12/AC.64/2
Page 20

sectors of economic activity, industrial supply can be adversely affected
by factors concerning the uncertainty of its domestic market, the temporary
disorganization of the systems of trade in and supply of raw materials, and
by the shortage of housing for workers in locations near the manufacturing
centres. Similar adverse effects might be felt through the lack of working
capital and possible delays in rebuilding and in the access to credits
- from banks,
In other words, it is difficult to foresee how industrial supply

will evolve in the immediate future since it is determined not only by

the capacity for recovery of the material losses, but also by the behaviour
of domestic or regional demand and by the effectiveness of the govermment's

incentives and development programmes,

3. Other Losses

In addition to the damages attributable to the destruction of fixed capital
and inventories it will also be necessary, as has been shown in different
parts of this report, to take into account material and monetary losses

of many different kinds. As far as possible, approximate amounts were
given for losses originating from the temporary shutdown of some productive
activities; in accounts and and uncollectable debts; in the lessening of
public income and govermment emergency expenditures due to foreseeable
recductions in the collection of taxes or in public service charges.

(See again table A,)

/ITII. APPRAISAL
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III. APPRAISAL OF SOMHE OF THE CONSEQUINCES OF THE EARTHQUAKE
IN THE DIVILOPHENT OF THE ZCONOLY IN 1973

Fo attempt will be made in this section to make a systematic and exact
evaluation of the global effects of the earthquake on the performance
of the economy of Nicaragua in the immediate future. It is intended,
rather, to mske a qualitative and general analysis which will allow a
precise determination of the order of importance of the problems and
of the extent of the efforts necessary in terms of foreign investment

and financial aid,.

1., General Aspects

Having examined the repercussions of the eartihiquake on the aggregate
levels of economic activity, a series of queries immediately arise that
are concerncd principally, but not excluaively, with the extant.of
domestic investment efforts and the amount of complementary foreign
funds, as well as with the effects of the changes in the structure of
demand, supply and capital formation.

With the most restrictive assumption that investment and foreign
credit will not exceed past trends, that is, that gross capital formation
will be approximately 165 million dollars, the product generated in
lanagua will decrease by 46 per cent and that of the economy as a whole
by 12 per cent.

I1f we take as an intermediate assumption that investment required
for construciicn and development could reach 250 million dollars (an
increase of 46 per cent with respect to 1972), the drop in income for
Managua and for the country would be reduced to 37 and 15 per cent,
respectively, This assumption presupposes a substantial increase in
the transfer of international resources, to an extenrt sufficient to
allow for even a certain decrease in domestic savings. DMore specifically,
external finance would grow to 70 per cent of the total, taking into
account the reduction that most probably will occur in the surplus of

both the private and public sectors.

/A third
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A third alternative could be put forward, with the assumption that
the losses of the disaster will be completely compensated or, in other
words, that the income generated in the city of Managua will be main-
tained. In this hypothesis, investment will reach nearly 700 million
dollars. Naturally, this requires a spectacular increase of both the
availebility of foreign funds and the national savings effort.

The order of magnitude within which levels of economic activity
in 1973 could vary, can be estimated between these limits. The more
restrictive case will create social tensions of an untenable character,
while the most ambitious one would probably be hindered by lack of
capacity to prepare and execute projects, by limitations of foreign
¢redit; or by.the impossibility of obtaining domestic resources on the
required scale.

In any case, substantial changes in the structure of investment
could take place. A large part of the funds available will have to be
devoted to the rehabilitation of the metropolitan area of Managua, to
construction works and to obtain the equipment and machinery that was
destroyed or damaged. If the proper steps are not taken in connection
with the distribution of funds, there will be the risk of weakening the
expansion of productive capacity, particularly in agriculture and
livestock and, in general, in the rest of the country.

Concerning the effects of changes in the structure of demand, very
little can be said for the time being due mainly to the lack of more
thorough investigations and the fact that a detailed aconomic policy has
not been definitely established. |

In principle, the inevitable disruption in the markets for goods,
services and labour, will tend to cause frictions to reduce the expendi-
ture and export multipliers and to amplify the financial and balance

of nayments pressures.

/2. Public
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2, Public Finance

According to official estimates prior to the earthquake, a 39 per cent
reduction in Central Government income has been foreséen with respect
to the previous financial year (a decrcase of 36 million dollars).
(S8ece table .} The greater losses will be in taxes and, within this
chapter, in direct taxes (which it is estimated will decrease by 80 per
cent), The reduction in income from indirect taxes appears to ba less
(3! per cent), while that of income from sources other than taxation will
be of a smaller amount, both in relative and absolute terms.
In direct taxes, it is evident that the decrease in income will be
due not only to the losses caused by the earthquake in the stock of physical
capital and in personal earnings, but also to the losses (or reductfon in
profits) of all type of companies, and in the disruption in the mechanics
of tax coliection. Indirect taxes, on the other hand, will be affected
by different factors. ¥n the first place, the fall in the levels of demand
and supply will tend to have an unfavourable effect on revenue from taxes
on production and consumption. Import taxes,l/ will change not so much
becausc of the decrease in the volume of transactions, but rather because
of an increase on Imports with reduced or null tariffs.
The sharp drop in the Central Govermment's income points towards a
large deficit in current transactions that will be worsened by the need
to increase current expenditure. That will ke required both by the
implementation of emergency programmes for the supply of basic necessities
of the victims, as well as by the rehabilitation of the public administration.
The factors described above, together with the impossibility, in
present circumstances, of a substantial increase in tax coeffigients, and
the problems that an excessive inflationary credit creation would originate,
illustrate the magnitude of the problems of government finance. Furthermore,

the pressures exerted by the increase in disburcements will be multiplied by

1/ See further on the section on balance of payments.
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Table B

NICARAGUA: CENTRAL GOVERNMENT CURRENT INCOME, 1971 AND 1973

(Millions of dollars)

. 1973 Annual growth
1971 1972 Original Provisional rates

budget projection 1972 1973a/

Total 90.4 91.7 92.7 55.7 1.4 -39.3
Tax revenue 79.2 855 86.9 49.9 8.0 -416
Direct taxes 16.7 19.1 19.1 3.9 14.2 -79.6
Income tax 9.0 10.0 3 1.9 1.1 -81.2
Capital tax 717 9.1 9.8 2.0 18.1 -78.0
Indirect taxes 62.5 66.& 67.8 46.0 6.2 -307
On exoorts 0.7 0.6 08 0.8 -14.3 33.3

On imports 21.4  22.0 26.6 13.6 2.8 -38.0

On consvmption and .

nroduction 40.4 43.3 40.4 31.6 8.4 -27.7
Non-tax revenue 1.2 6.2 5.8 5.8 -44.6 -8.0

Source: ECLA, on the basis of officilal statistics.
a/ Preliminar estimated figures.

/the need
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the need to devote substantial investment resources reconstruction and
development>programmes. Added to the above is the reduction of income
for the majovity of the decentralized agencies which will also be forced

. . . . 2
to increase their current and capital expendlture.—/

3. Repercussion on the Central American Common Market

The Centrzl American Common Market has gone through a profcund crisis
during the last few years; the governments concerned decided, during

the early days of December 1972, to tackle the crisis by the adoption

of mechanisms and procedures aimed at perfecting and restructuring the
integraticn process and at correcting its chief deficiencies. The
~disaster that occurred in Managua has increased the difficulties already
faced by the Market and has added a new dimension to the efforts reeded
for restructuring it. In thet sense, and given the great and growing
interdependence among the Central American economies, the Managua earth-
quake has transferred to the entire region the grave problem faced by
Nicaragua. |

It is still too early to “ry to measure and characterize the effects
of the earthquake on the economic integration processé/but an overall
appraisal may be made, especially in relation to trade.

As has been pointe? out elsewhere in this report, the first
estimates of the damages indicate that most of the pxincipal industrizi
companies of Nicaragua - especially the producers of industrial raw
materials and intermediate products - are still operating or will be in

a positicu to do so, at least partially, during the next few months; in

3/ As an illustration, data obtainel from the National Light and Power
Company (ENALUF) and from rhe Telecommunications and Mail Company
(TEICOR), indicate reductions in the current income of 6 and 2.5 million
dollaxs, approximately.

3/ A special and detailed study has been undertaken in this respect by the
Permanent Secretariat of the General Treaty.

/contrast,
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contrast,.some activities - like food processing, tailoring and ready-
made clothing, small industry and handicrafts - were seriously damaged,
This, together with the disruptions caused to the trade network, transport,
communications and finance, one can assume that Nicaragua exports to the
rast of the Common Market will decrease in 1973, mainly during the first
six months.’

In relation to imports, it is estimated that -.after the period
of relative commercial inactivity produced by the disruptions mentioned
above, and by the considerable restrictions in the domestic economic
activity -~ the levels of imports will be high. The consumption needs
of the people of Nicaragua, and especially the requirements for inputs
and equipment for the rehabilitation programmes together with a shortage
in domestic supply will increase the amount of foreign purchases, some of

which will be made to other Central American Countries.

What has been said above indicates that the effects of the earthquske
on the trade of Nicaragua with the rest of the Central American Cowmmon
Market, at least during 1973, will tend to reverse the favourable trends
that have been observed during previous years.&/ To minimize the effects
of this situation, the Central American countries ought to adopt special
measures to facilitate and regulate this trade. These measures should
take into account the efforts of the international community to help the
reconstruction of the Nicaraguan economy in the rearrangement of the
Central American Common Market.

Another aspect to be considered in respect to the Common Market is
the possibility of changing the financing priorities of the Central American
Bank of Economic Integration, both with its own resources and with those
from foreign sources. 1In this respect, it is quite possible that the

Bank will find it necessary to conciliate the financial requirements for

4/ The substanti{al improvement in the prodﬁctive capacity of Nicaraguan
industry was reflected in the regional trade figures; while in 1967
the trade deficit was 23,8 million dollars, in 1971 the deficit had

decreased to about 5.7 million.
/the recomstruction
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the reconstruction of Managua with the medium and long-term needs of the
integration process, always keeping In mind, of course, the situation of
the countries of lesser relative development within the regiorn.

Finally, the situation created by the disaster alters the operating
schedule of the integration authorities and institutions. The long-term
agreements that were adopted the first week of December on the discussion
and negotiation of the rastructuring process of the Common Market must
include the recent emergency situation of Nicaragua and the reconsiruction
of i1:s main urban centre. At the same time, action should be contemplated
to complement the present agricultural supply deficit of Nicaragua, especially
in respect to basic grains and raw materials for the country's industry.

It is hoped that, in addition to other tasks, the two most important

ones confronted by Central America as a regional unit --restructuring
process of integration and the reconstruction of the devastated area--

will be tackled in a complementary manner since, in the last insiance,

the future development not only of Nicaragua but of the whole region,

will depend in great measure on both. In this context, it must be stressed
that the response given by the international community to the national
disaster of Managua will have profound repercussions on the future

development of the Central American Common Market.

4. Balance of Payments and External Finance

Undcubtedly, Nicaragua will face a serious desequilibrium in its balance

of payments during 1973, as a consequence of the increase in imports together
with a certain decrease in exports to the regional and international markets.
A provisional --and highly conservative-- estimateél gives a deficit in
current account of over 100 million dollars, while there was only a

16 million dollars deficit in 1972. (See table C.)

5/ The main assumption implicit in these calculations is the extension
to a five year period for the reconstruction and rehabilitation of
the damages caused by the earthquake.

/Table: C
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Table C
NICARAGUA: BALANCE OF PAYMENTS CURRENT ACCOUNT, 1972 AND 1973

(Millions of dollars)

1972 1973

Balance on current accountgj -15.8 -102.0
Balance of trade - 37.9 -40.0
Exports (f.o.b.) 235.9 200.0
Imports (f.0.b ) 198 0 240.0
Balance of services -53.7 -62.0
Income 42.0 43.0
Expenditure 95.7 105.0

Source: ECLA, on the basis of ofiicial statistics.
a/ Does not include grants.

/On the
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On the export side, the smaller cotton c¢rop, the reduction in sales
to the Central American Common Market and the possible absorption of
certain exportable surpluses by domestic demand, give an estimate nf the
total exports of nearly 200 million dollars, which would mean a fall of
15 per cent in relation to the previous year.

In contrast, a substantial increase in imports is foreseen, which
will be accompanied -~ as has been indicated - by considerable changes in
their composition. The purchase of non-durable consumer goods - if grants
in kind do noct increase considerably ~ will have a greater weight not only
because of the reduction in the supply of basic foodstuffs, but also to
the destruction of many industrial plants supplying the domestic market.
The purchase of intermediate articles, mainly for industry, will move in
vthe same direction; and the same is true, of course, of capital goods for
repla«ing the equipment destroyed in secondary and tertiary activities.
Finally, the assumption has been made in the estimates that imports of
commodities classified as non-essential, will be restricted and
concequently will fall in a significant way. (See again table C.)

From the foregoing observations, it can be concluded that Nicaragua's
capacity to import in the near future will bDe subject fundamentally to
the scale oi contributions of international financial assistance and by
the conditions under which it can be obtained (the latter refers to the
increasing burden of servicing the debt). The importance of the credit
support will rest, therefore, not only on the transfer of resources
which would be devoted to reconstruction and to closing the gap in
international trade, but also on the influence it will have in reducing
the unemployment caused by the earchguake, and on the maintenance of an
adequate level of economic activity, within the widest framework of
medium and long-term development programmes.

It was indicated in the previous chapter that the estimate of
losces of fixed capital, inventories and other was around
772 million dollars. If it were possible to finance one-third
of this amount from domestic savings, =~ a very optimistic point
of view - it would be necessary to obtain about 500 million dollar

from <foreign sources. The speed with which corresponding disbursements

/would have
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would have to be made would vary from 2 to»5 years, depending on
the more or less conservatrive assumptions adopted and, in practical teims,

on the real transfer of resources and technical assistance from abroad, as
well as on the domestic capacity to prepare and implement the reconstruction
programmes and projects., .

The indicated orders of magnitude exceed by far the levels of foreign
resources which Nicaragua has obtained in the past, as well as the credit
capacity of the country, if the traditional c¢riteria of evaluation are
applied, Thus, the conclusion must be reached that the credit cooperation
c¢f the international community will have to be granted in sufficiently
ample amounts, promptly and with flexibility, in exceptional conditionms,
or with minimum or no obligation in respect to counterpart contributions.

It is difficult to work out the probable structure of the inter-
national resources likely to be chahnelad towards Nicaragua, and even
less to include desirable objectives on the basis of the amount mentioned
of 500 million dollars. Nevertheless, capital receipts from insurance
claims could be estimated at 30 million; official and private grants could
amount to 150 million, of which slightly more than half will correspond to
budget grants to the Central Government; the rest could be assumed to be
made up by loans on privileged conditions that could be obtained from
institutions such as the International Bank for Reconstruction and Develop-
ment, the International Development Association, the Inter-American
Pevelopment Bank and the Agency for International Development. The weighted
average of those special loans, together with the resources that could be
obtained under less favourable conditions, should produce amortization terms
of no less than 40 years, periods of grace of between 8 and 10 years, and

very low interest rates of 1 to 3 per cent.,

Besides the resources directed towards satisfying the objectives of
reconstruction, Nicaragua will require international funds to develop its
normal economic and social development programmes., The combination of
both necesgities at the same time constitutes one of the main challenges
that must be faced by Nicaragua and the intermational community in the
immediate future.

/5. Social Aspects
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5. Social Aspects

The Managua earthquake has given rise to acute social préblems, - In the
first place, the loss of human life has disrupted many families and hag
created a sequel of damages that will ‘take time to remedy. Likewlse, the
desgtruction of housing and the drastic reduction of immediate emp loyment
opportunities has left in a helpless state a very high proporticn of the
urban population of Nicaragua. In the third place, the destruction of
educational centres and hogpitals, implics damages to human capital that
coyld beconme more permanent if immediate measures are not taken.

It was indicated in the previous chapter, that temporary unemployment
affects more than 55 000 persons who were part of the active population of
the metropolitan zone of Managua. Although unemployment will tend to
diminish with the normalization of productive activities and the increasing
tempo of the reconstruction programme, in the short run, the mass of
displared laborers does not have an income to pay for their most pressing
subsistence needs and, therefore, constitute a potential source of serious
social friction, In the long run, the resettling of large population groups
in new geographical areas and the reabsorption of labor in different jobs
from those previously performed, will imply additional difficulties, as
well as an increase in the finsncial burden and in the social costs
normally involved in the development of urban centres and in labor training
and readaptation.

Another aspect of the same problem refers to the breaking up of
family units and with the distribution of aid to persons evacuated from
Managua who had to be sent to provisional camps in other parts of the
country. It has been estimated that from 220 000 to 250 000 persons cither

moved out of the urban area of Managea or migreted to other countries.

Specially serious is the problem of providing supplies to the victims
of the earthquake and to the peasants already affected by the extended
drought. In this sphere, and in spite of contributions from the international

community, the existing shortages reach considerable proportionsﬁj

6/ During the Mission's visit to Managua, approximately 300 000 food
rations were distributed daily,

/The solution
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The solution of the problems briefly described seems to be rather
emplex, particularly in the short run, but the programmes started by
government authorities and, specially, the international assistance provided,

can help to'remedy them at once in a substantial way.

/IV. GENERAL
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IV.  GENERAL OBSERVATIONS AND RECOMMENDATIONS:

1. General Gonsiderations .

It has been considered useful to add some observations and recomsndations
to the réeport, so as to provide Suppleﬁentary inf&rmation to the delegations
attending the special meeting of the Plenary Committece of the Economic
Commission for Latin America, " '

First of all, and by way of a general comment, it must be recalled
that the United Nations, the regional organizations and various
international iastitutions, as well as the Goverrments of different
countries, have been improving their assistance schemes to disaster areas
and have devoted'ever-increasing resourcas to such aid; preoof of that is,
for instance, the creation of the United Nations Disaster Relief
Coordinator's Office - established as a result of Resolution 2816 (XXVI)
of the General Assembly ~ as weil as multinational and bilateral
assisiance given to countries whitzh have suffered the consequences of
natural phenomena of different kinds in the recent past'(Pefu; the
Philippines, Haiti, Turkey, Rumania, Pakistan, Madagascir, Jordan and '~
others). ' - : T v ’

Without detracting in any Way“from'the progreés‘attained up to
now, or from public and private bilateral cooperation, it must be
recognized that not enough resources - earmarked in advance - are yet
available, nor are there coordinating procedures for external assistance
that will permit proper action, 8peedily and over sufficiently long o

periods, to take care of the consequences of natural disasters that

/might affect



E/CN.12/AC.64/2
Page 34

might affect large areas of a country or, as in the case of Nicaragua,
a very large sector of the population, and of the organization of
economic, social and government activitiés.

Such state of affairs weighs heavily on the developing éountries
where the resources available to face this type of disaster and to
recoup the losses suffered in human capital and material goods are
very limited. In addition, it must be pointed out that the negative
impact on the productive base and on the possibilities of improving
the standard of living of the population, might last for long periods
of time and distort or inhibit domestic investment efforts.

This is specially true in the Nicaragvan situation. It must be
stressed that the magnitude of the disaster cannot be measured
exclusively in terms of material damage; the disruption and destruction
that occured in the main economic, financial, commercial and cultural
centre of the country must also be taken into account. Without-fear
of exaggeration, it is possible to affirm that such a catastrophe presents
characteristics almost without precedent in recent world history.
Because of it, the country and the international community must, in
these critical circumstances, make use of flexible patterns that may
well differ from conventional procedures.

On the other hand, although a clearer distinction could be
established between emergency assistance and that devoted ta
reconstrﬁctiou of the damage caused, the latter cannot be separated from
the global and sectorial development programmes. The reconstruction
task, as it has been conceived by the country's authorities, should be
incorporated to more general development programmes that will give
unity to both the domestic efforts and the international cooperation.
What is desired, therefore, is to repair the damages inflicted by the
earthquake in such a way as to permit the reorganization of productive

activities and the development of social programmes in the most adequate

/terms and
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. $erne and in accordance with the long-term progress of the country; 1t is
in this context that medium and long—term supplementary international
assistance could play a decisive role, if dlrected toward the programmesv
and projects which the Nicaraguan Government considers to be the most

uroent.

2. Characteristics of the International Aésistance»

There are numerous reasons that justify the adoption of special criteria
in channeling international assistance to Nicaragua. A provisional
estimate has been made above of the losses of human lives and material
resources, which stress the monetary and ethical problem involved in
caring for a very high number of victims, The additional difficulties
posed by the dislocation of production, distribution and financing systems,
and of the disruyption in the labour market were clearly pointed out not

to mention the effects of a drought that substantially reduced the supply
of agricultural products for domestic consumption and the income of large
sectors of the population, worsening and multiplying the problems of caring
for the victims of the disaster.

In view of this, the situation that the Nicaraguan people and
Government have been facing with a spirit of national solidarity and
notable courage could not be worse. To find a solution to the most
imnediate problems posed by the earthquake, and to coordinate emergency
external assistance, the Nicaraguan authorities created a National
Emergency Committe, formed by top level government officials and .
representatives of the private sector; with the assistance of gseveral
subcommittees for specific tasks, the Committee presides over domestic
efforts and centralizes the reception of material aid of whatever origin.
At the same time, the Committee has begun the first reconstruction wptks:to
care for the most pressing needs of the economy. The ECLA-SIECA Mission was

/informed of
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informed of the project to create a Ministry for National Reconstruction
which will be responsible Zor planning, coordinating and implementing

the relevant programmes. Within the limitations imposed by the scale

of the disruption produced by the earthquake, there exists an organization
that will unify the domestic effort, assign tasks to the various public
agencies that will take care of the different aspects of reconstruction,
and make the best possible use of the international cooperation that
Nicaragua is pgetting.

It must be repeated, however, that no matter how far-reaching’
domestic efforts might be, they. could hardly remedy the damage over a
reasonably short period unless extraordinary measures of support from
the international community are not available. For that reason, thought
should be given to the forms that external cooperation might take to fit
the prevailing conditions in Nicaragua and to how initiatives approved
by Govermments, international and regional institutions and private
bodies might be coordinated. Such additional collaboration could be
clagssified in two categories: emergency assistance to help the victims,
provision of first aid and the re-initiation of some essential public
services; and help in reconstructing and repairing the damages caused
by the earthquake. These two aspects of external cooperation do not
necessarily have to follow each other chronologically; on the contrary,
they must be put into effect simultaneously and must complement each
other. The first type of international assistance came to Nicaragua a
few hours after news of the disaster became known. But on the other
hand, assistance for the restoration and reconstruction of the Nicaraguan
productive system has only just started.

The Mission considers of paramount importance that the Plenary
Committee should analyze the problems and concrete recommendations that

will follow both because of the contribution they can make in rendering

/assistance
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assistance to Nlcaragua and to perfect the schemes of cooperation in
other cases of natural dlsaster of such a magnitude which prompted the
writing of this reoort it is understood that some of the suggestions:
submitted might go beyond the Committee's Jurisdiction, but ‘even if such
is the case, it is considered that they coold serve to guide the efforts

of the internatioﬁalvcommonity at other levels.

a) Emergency Assistance

As regards emergency assistance and help to the victims, every-
thing points towards extending the programmes for a longer period of
time than that applied in other cases of disaster. Again, it should
be borne in mind that the domestic production of foodstuffs had already
been considerably dimished as a. result of the drought, and to this must
be added the loss of a large part of existing stocks; the main hospital
facilities of the country have been destroyed or have suffered consider-
able damage, and so has the organization of and equipment for sanitary,
welfare, fire prevention and other services. About 60 000 families are
without shelter and from 220 000 to 250 000 persons. have had to be
transferred to other nearby urban centres or to emergency camps.

Lastly, the greater part of the population of Managua has ceased to
receive thelr normal income and therefore, it will be some time -
before they are able to take care of their minimum subsistence costs;
in a similar situation are large groups of peasants, as a result of
the lack of rainfall.. .

At the same time, the financial capacity of the Government and
of the decentralized institutions has been reduced as a consequence of
the drastic fall in tax revenue or income from public services.

Although it is impossible, for the time being, to determine
pricisely the amount of all the needs iu this field, or the period
during which it w111 be necessary for the country to receive international
agsistance, thete are enough elements to consider the emergency prograym¢§
that should last at least throughout the whole of 1973. Ihe.national

goﬁernment has still to determine the most urgent needs that have to be
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satisfied, but the,neceséity of increasing the ﬁrovision of foodstuffs
(vhere the greatest shortages have been observed), medicines, clothing
and other essential consumption articles, requires urgent consideration.
Likewise, it will be necessary to increase the equipment and technical
teams to rehabilitate temporarily the basic public services, especially
the medical services, the distribution of aid to a populatidn that has
been geographically dispersed, the construction of camps and provisional
housing, the re-establishment of the communications system; the cleaning
and clearing of rubble in Managua and other aspects related to the
concentration and transfer of labour to the working centres that were not
damaged or the implementation of emergency employment programmes.,

In this sense, the United Nations agencies could, no doubt, provide
effective cooperation., For instance, an enlarged help of the World Food
Programme, FAO, UNICEF, WHO, ILO, UNESCO and the International Tele-~
communications Union could be requested, while at the same time asking
for essential additional funds for the United Nations Relief Coordinator's
Office, to be in a position to continue rendering financial assistance and
coordinatfon to the Nicaraguan Government, Similarly, the assistance
rendered by the regional, international and private institutions should
not only be maintained but also strengthened when deemed necessary,
Finally, it would be useful if the member Governments of the Commission
and those of other countries could continue their assistance in respect
to the most urgent problems and even to consider the possibility of making
direct budgetary grants to reduce the foreseeable bottlenecks in the

public finances of Nicaragua.

b) External Cooperation for Reconstruction and Development

The help of the international community in the reconstruction of
what has been destroyed by the earthquake should be approached by means
of ad hoc schemes in accordance with the urgency and the scale of the
problem on hand. First of all, it should be noted that the usual mechanism
for rendering technical and financial assistance, requires the compliance

with conditions and terms which, in cases of disaster, are impossible
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to fulfill, Secondly, the amount of such assistance is usually:
established considering standards that take into account: normal. needs,
~the absorption.gpd payment capacities of the economy, as well as.:
criteria for the distribution of funds among countries and socio- .
economic sectors selected in advance. Finally, in the present situation
of Nicaragua, temporary external aid will be sought for needs that in
ordinary conditions could be fulfilled using domestic resources.

Consequently, special agreements are needed both to enable the use
of flexible and speedy methods in the allocation and utilization of all
kinds of resources that the international community is capable of
supplying and the suspension of formal requirements and of all restrictions
that might limit or retard the implementation of reconstruction programmes,
Likewise, financial and technical contributions must be additional to
- and this has to be repeated - and not a substitute for the programmes
from wvhich the country already has. In other temms, Nicaragua is in
need of massive resources which could be used speedily and flexibly,
without hindering the continuation of other development
projects., . . o . o

It would be difficult to exaggerate the urgency for starting the
reconstruction programmes. The task of rehabilitating living quarters,
no matter how much it might be subject to geological and urbanization
studies, cannot be postponed without risking the creation of social
tensions and greater harm to the population affected. The same can be
said of the rebuilding and improvement of the infrastructure and the
basic sanitary and educational services. . Neither can decisions be
postponed on the relocation and reconstruction of industry (especially .
of handicrafts and small manufactures which were more seriously
affected), of commerce and countless activities and services.

In general, extraordinary assistance is essential to avoid a vertical
drop in incompllevélg - mostly among the poorest strata of the population -
and the worggning‘qf.a massive unemployment problem; this assistance will,
in .addition, help to the reconstruction of the country's capital and to
increase the resources of other areas to which many of the victims have:

been moved.
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Supplementary technical assistance must be allocated to the design
and implementation of the global and specific programmes with higher
priority (planning, finance, project elaboration, housing, administration
and public services;  commerce and distribution systems, small and medium
industries, employment, regional decentralization, -etc.); it must be .
¢coordinated with the government's action programme, and must:be ample and
flexible, dispensing with the major part of current requisites, including
those relating to counterpart contributiong, Similar procedures have
already been implemented by some international organizations such as
the Inter-American Development Bank.

As far as the granting of credits is concerned, it will be necessary
for the lending countries to accept the renegotiation of curreant debts,
and even to grant moratoia, As has been seen, the
financial capacity of the public sector will almost certainly suffer a
considerable setback; the same is true of the national private banking
system and of many companies that have obtained foreign loans. On the
other hand, expenditure and investment, both in the public and private
sectors, will have to increase substantially with the undertaking of
emergency and reconstruction programmes,

All this makes it essential than an expansion of financial resources
from abroad can be obtained under exceptional conditions. It will be
necessary to give to Nicaragua the widest possible access to soft loans
in considerable amounts and to grant her financing by programmes (to
avoid the delays typical of the project-by-project approvals); it would
be necessary to permit the re-routing and flexible utilization of loans
already approved and to open special new lines of credit for activities
and programmes that usually do not receive the benefit of external funds
(working capital of companies, commerce, replenish reserves of national
insurance companies, etc.)

On the other hand, assistance from Govermments could also lessen
the financial pressures associated with the reconstruction effort; such
assistance could be given either by voluntary contributions, channeled

directly or through the UNDP, or by accepting responsibility in financing

/and implementing
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and implementing of specific projects (schools, housing, public buildings,
hospitals and welfare centres, among others)

Finally, it must be’ pointed out that the rehabilitation and
reconstruction programmes ‘call for sustained middle and long-term efforts.
The extraordinary’ cooperation of the international community should not,
therefore, be restricted to the emergency proper, but should be maintained
over a period that might exténd for several years, It might be justified,
therefore, to come to an agreement with the Nicaraguan Government on
schemes for coordinating external assistance to facilitate the negotiation
of long-term agreements and the channeling and use of resources. With
respect to finance, consideration must be given to the creation of a
consortium to combine and coordinate the activities of internetional and
regional organizations and governments’ granting technicalAand financial
cooperation; this group would be coordinated by the national agency chosen
by the Nicaraguan Govermment. On the United Nations part, technical
assistance in the case of emergency aid could be channeled through the
Disaster Relief Coordinator and, in the case of reconstruction, through
institutions such as the Economic Commission for Latin America, the
Office of the UNDP Resident Representative or the Inter-American Institute
of Economic and Social Planning, if the Government of Nicaragua deems it

appropriate.

3. Specific Fields for Channeling External Cooperation

Although the authorities of Nicaragua do not yet have a master plaﬁ
for the reconstruction phase and, therefore, have not yet established |
definite priorities for external assistance, it has been considered
useful to indicate certain fields to which it could be channeled, based -
on a tentative appraisal of the most pressing needs, It'will be for
the national Government, of course, to finally determine the fields where
cooperation is needed; its possible scope in view of new requirements or’
those that might emerge from linking recohnstruction progranmes t0'genera1
development plans, as well as the selection and combination of international

aid of different sources,

/a) The Public



E/CN.12/AC.64/2
Page 42

a) The Public Sector

The Nicaraguan State will be forced to make simultaneous efforts in
many fields of activity. In general terms, it will be necessary to
reorganize the public administration, to design global and sectorial
programmes for reconstruccion and development, to broaden the domestic
capacity for project elaboration, to formulate financing schemes and to
take measures regarding employment and new sites for the laﬁour force.

In terms of more specific programmes, there is a well-understood urgency
to start urbanization and housing projects, to decentralize economic
activities, to construct and repéir public buildings, to rehabilitate and
equip schools, hospitals and markets and, very specially, to reorganize
public services such as electricity, sewage, water and telecommunications.
Immediate attention must be given to the éxpansion of current expenditure
and investment, and to the granting of special credits to enterprises

and iudivi&uals, so that production can reccver, and to create incentives
for channeling private savings into rebuilding of fixed and working
capital.

All thié, plus the foreseeable imbalance of public finance, points
toward: the need of some kind ofvbudgetary support to the Central Government
and for the eliminétion of counterpart contributions on the crédits granted
by the principal international financing institutions.

This general picture brings into focus the multiple possibilities
of external coopefation and the advisability for the Plenary Committee
to analyze them and support, among those that have begun to be implemented
by the Government and by international organizations, the ones which,
in the Committee's opinion, are the most expedient. As an example, it
might begin by indicating which institutions are best suited to render
assistance in each of the fields mentioned,

With regard to technical collaboration for the formulation and
implementing of global plans, the United Nation - through ECLA, UNDP
and SIECA - would be in a position to cooperate if the Nicaraguan
Government requests it; and for the planning and implementation of

sectorial and specific projects and programmes, the cooperation of other
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United wgéiohé organizations (UNIDO, UNICEF,' FAO, WHO, ILO, UNESCO, ITU,
the Social DévélbpméﬁtzniviSion) could be requested, as well as of the
agenciesgéf the Central American Common Market (BCIE,. ICAITI, ICAP and the
ExecutiVé Sééfetariat of the Monetary Council) in their fields of responsi-
bility; Requests could be made to different:countries and to organizations
such as OAS, IBRD and IDB for atd or for an increase in aid.-

Some of these institutions could participate actively in the chaneling
of extraordinary funds to the public sector of Nicaragua, as well as to
expedite the refunding of the debt and to collaborate in the negotiations
that the country's monetary authorities may deem advisable to make; this
participation could perhaps be made within the context of the foreign
finance consortium mentioned above, or through close coordination with
the international financing organizations that are helping Nicaragua.

The contribution of these organizations may also consist in providing
Nicarzgua with the temporary services of personnel specialized in the

preparation and implementation of specific investment projects.

b) Industry

It has been indicated that the earthquake affected approximately
15 per cent of the large industr131 é6mpanies éﬁd that the percentage of
the small manufacturing plants aﬁd hdndicraftéfthét were damaged was
much greater. This poses, therefore, the problém of re-establishing
production and solving the unemployment of the industrial labor force.

In these conditions, it will be necessary to promote two types of
programmes of financial and technical support, one devoted to the
rehabilitation of medium and large-size plants (including special credits
to consolidate debts, repair buildings, obtain equipment and replenish
working capital) and the other to the reconstruction, relocation, . ..
modernization and financing of the handicrafts and small industries

sector, that has the most urgent needs,
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Parallel to this,it might be expedient to initiate projects for
increasing the: productive capacity of cement and building materials that
will be needed for the physical reconstruction of Managua. In this
respect, it is convenient to explore the possibility of establishing
repair and maintenance shops for industrial equipment that, at a later
date, could serve the rest of the Central American countries, Of greater
immediate importance would be the implementation of programmes for intensive
training of labour, not only to adapt the supply of labour to the foreseeable
changes in demand, but also to widen the employment capacity generated by
public investment plans.

In the tasks described above, organizations such as UNIDO, ICAITI
and ILO could offer substantial cooperatién, supplying technical assistance
to the National Development Institute and other entities of Nicaragua's
public sector, for the drafting stages of programmes and in the preparation
and implementation of specific projects. Here also it will be necessary
to obtain international financial support or contributions in cash or in
kind from other Govermments.

Finally, the exports of manufacture to the rest of the Central
American Common Market, still made by Nicaragua, will cushion the economic
impact of the disaster, In this respect, the Central American countries
could, as part of the efforts of the international community to rebuild
Nicaragua's productive facilites, and within the programmes for restructuring
the Central American Common Market, adopt specific measures .to expédite

and regulate suéh- ttrade.

¢) Housing

The housing sector was the' most affected by the earthquake; destruction
reached proportions surpassing 70 per cent of the .living quarters, and was
the reason for the evacuation of the bulk of the population of Managua.
This poses a problem of massive rehabilitation well beyond the normal capacity
of the building industry and that will demand substantial domestic efforts.
Immediate solutions to the problem have the additional complication that has
become indispensable to draw up completely new urbanization plans that take
into account the seismological surveys and the new locations of productive

activities. /International
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International technical assistance and that of. Govermments.might
take the form of cooperating with the;authorites and-the national -
specialized organizations in drafting urbanization plans - of the city
of Managua and perhaps of the urban centres to'which large groups of-
victims have moved - in designing programmes for rehabilitating buildings
that can be repaired; building projects for low-cost and emergency
dwellings, as well as in the design of mininum housing needs and the
establishment of building norms, Similarly, it might be feasible to
channel resources to increase the operating capacity of the National
Institute of Housing of Nicaragua and of the Housing Bank, and obtain
collaboration in preparing financing schemes. In this respect, it will
be necessary to prepare programmes covering both the establishment of
~ funds for financing the construction of low-cost dwellings - including

minimum credits to buy furniture and household goods - and banking credits
| for rehabilitation and construction in medium and high-income residential
zones. Additional to the above is the need to give longer terms and
moratoria to those who had loans before the earthquake and were affected
by it.

The scale of the problem emphasizes the importance of international
financial contributions and of the specific aid that Governments might
include in their assistance programmes to Nicaragua. If actions such as
those undertgken by IDB, OAS and the United States Government could spread,
the housing deficit created by the earthquake and the financial pressures

on the nationai banking system would be considerably gased.

d) Services

Commercial and distribution centres for all kinds of goods in Managua
suffered extremely serious damage. This also requires of projects for the
rehabilitation and the building of provisional commercial areas. It will
be necessary to decentralize the supply systems, to absorb temporarily
or definitely the unemployed personnel and to establish emergency centres
for the distribution of essential consumer goods to the victims, possibly
under the control of INCEI or some other government regulating agency of

supplies and prices.
; ~ /Simultaneously
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Simultaneously with these types of activities, assistance should be
given to the entrepreneurial efforts, through the provision of funds for
credits to small-scale commerce and the granting of loans and moratoria
to large commercial companies so that they can refurnish their 1nstallations
and working capital.

There is little experience in giving international technical and
financial assistance in the fields of distribution, commerce and the
rehabilitation of widely varied private service acciﬁities, but this should
not preclude arrangements for obtaining from governments and foreign private

organizations special credit lines and the cooperation of technical teams.

e) The Financing System

The Central Bank and, in general, the finace institutions of the public
sector, will faceAunusual pressures for financing emergency and reconstruc-
tion expenditures, in conditions that foreshadow a drop in the banking -
system's ability to secure domestic funds. It can also be anticipated
that the Central Bank itself might find it necessary to open credit lines
or accept documents from private banks, in order to cushion the impact
of unredeemable portfolio, to ease the granting of moratoria to their
clients, and to increase loans for productive activities. It must be
also kept in mind the specially difficult situation in which the
national insurance institutions will probably find themselves in
having to face the problem of very high volume indemnities.

From this follows the importance of the provision to Nicaragua by
international financing institutions and govermnments of additional resources
and flexible, open global credit lines to the Central Bank, the Institute
for National Development and other State banking institutions. As has
been indicated, in this respect, collaboration by IBDR, IDB, BCIE, IMF
and affiliated institutions, within the framework of the international
coordination mentioned above, will be essential, as will also be the
provision of the necessary technical assistance in the preparation of

the country's financial programmes and specific investment project.
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4. Specific Recommendations to United Nations Ofganizatioh, to
Inggitutions.of‘the Central American: Common larket and, to.
other International Organizations, Entities and

.~ Governments Collaborating in Providing
Ald to Nicarapue :

From what has been indicated thus far, some concrete suggestions have
been selected which the Plenary Committee could study to submit recom-
mendations that may serve to guide the United Nations governments and
other international organizatioms in the adoption of measures for the
support of emergency programmes and the reconstruction of Managua.

As regards technical assistance, a request could be submitted to the
United Nations Secretary General, for him to ask from the Administrative
Council of the United Nations Development Programme, the Specialized
Agencies, the International Bank for Reconstruction and Development,
UNCTAD, UNICEF, FAO, the World Food Programme, and the International
Atomic Energy Agency, to earmark the greatest possible amount of resources
for the additional requests that may be submitted by the Nicaraguan Govern=
ment to meet medium and long-term emergency and reconstruction efforts.

It might be opportune to consider also the submission of explicit
recommendations to the effect that ‘the ECLA and SIECA's Secretariats and
the Central American Common Market institutions, collaborate to
their maximum, wupon the request of the Nicaraguan Government, in the
fields of economic, social, technical and regional integration. In
particular, it may be advisable to support the suggestion that SIECA
should conduct a study and submit proposals aimed at the adoption of
special measures of a regional character, to solve Nicaragua's possible
trading problems within the process of restructuring the Common Market.
1t would likewise be justified to request that ICAITI and ICAP supply
technical assistance in the industrial and public administration fields,
and that assistance should also be provided by the Central American Bank
of Economic Integration and by the Monetary Council in their fields of
competence.

This expansion of assistance could be facilitated with the support
of the resources available to the United Nations Development Programme,

for projects directly requested by the Nicaraguan Government, or.
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strengthening projects of the United Nations and Central American
institutions éimed,at complying with requests by that quernment. All
of this requires the " approval by the Egonomic'and SoéiaiZCouncil of
a recommendation to the Go#ernménts participating in UNDP, to make
additional contributions, justified by the exiraordinary needs resulting
from the damages caused by the earthquake in Managua,

On the other hand, the Committee would be in a position to recommend
to the General Assembly of the United Nations that a wider authorization
than that contained in resolutions 2335 (XXIII) and 2614 (XXIV) and their
amendments, be granted in order to adequately attend the needs arising
from natural disasters, To that effect, it might be useful to reiterate
to the Economic and Social Council itself the recommendation to propose
to the Member Countries of the United Nations the creation of an
Emergency Fund made up of voluntary contributions by countries, the
first undertaking of which could be to supply to Nicaragua the essential
financial and material resources for the national programmes of reconstruc-
tion of the devaétated urban area,

Regarding financial assistance, it might be possible to submit,
through the proper channels, recommendations to international credit
organizations, for them to give high priority to the loans already requested,
or to be requested, by the Nicaraguan Government, under the most favourable
conditions and termé, and to implement the features best adapted to the
emergency situation created by the earthquake., The initial arrangements
would be more likely to succeed if the Committee decided to contact the
Member Governments of the Commission to instruct their Directors in the
International Bank for Reconstruction and Development and in the Inter-
American Development Bank to consider with particular attention the
special credit needs of Nicaragua, and to establish procedures to permit
the global financing of reconstruction and rehabilitation programmes,
without heglecting the wider needs for the development of the country's
economy, In that respect, of special importance will be to negotiate with
IBRD that the International Financing Corporation and the International
Development Association could participate in the credit support pro-
grammes associated with the tasks of reconstruction,

/Finally,
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Finally, the Plenary Committee could consider the possibility of
calling on Nicaragua's creditor countries and institutions to facilitate,
in view of the financial demands resulting from the natural disaster, any
negotiations related to the refunding of the country's foreign debt. In
the same way, the lMember States of the Commission might be requested to
continue giving financial and material aid in the form of equipment, raw
materials and technical assistance for adequate periods, and even to
study the possibility of taking upon themselves the responsibility for
transferring resources associated with specific projects within the

general programmes of reconstruction and development,
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" NICARAGUA: FOREIGN TRADE, VALUE AND INDEX NUMBERS, 1968-72

Exports

Goods (f.o0.b.)

Services

Imports

Goods (£.0.b.)

Services

Exports

Goods (£.0.b.)

Services

Imports

Goods (f.o.b.)
Services

Exports purchasing power

Terms of trade effect

Exports

Goods (f.o.b.).

Services

Imports

Terms of ;tade

1972/

——

Annual growth rates

109

1968 1969 1970 19712/‘ (percentages)
: 1969 1970 1971 1972
Millions of dollars
192,9 190.1 215.2 224.,7 _276.0 - 13,2 4,4 22,8
-.161,0 157.5 177.8 .186.3 236.0 -2, 12,9 4.8 26,7
31,9 32,6 37.4 38.4 40,0 2.2 14,7 2.7 4,2
214.3 207.9 231.4 243.8 254,0 -3, 11.3 5.4 4,2
165.2 158.4 177.4 189.3 198.0 -4,1 12,0 6.7 4,6
49,1 40,5 53.7 54,5 56.0 0.8 8.5 I.5 2.8
Millions of dollars at 1960 prices
180.0 181.5 193.8 204.3 248,0 0.8 6.8 5.4 21,
153.3 154.4 163.1 172.5 215.,0 0.7 5.6 5.8 24,6
26.7 27.1 30.7 31.8 33.0 1,5 13,3 3.6 3.8
225.6 214.3 238.6 246,22 249.0 -5.0 11.3 .
173.9 163.3 183.2 191.2 194.0 -6,1 12,2 4, 1.
51,7 54.0 55.4 55.0 55.0 -1.4 8.6 -0.7
203.1 196.0 221.9 227.0 271.0 -3.5 13,2 . 19.4
23.1 14.5 28.1 22,7 23,0
Unit value index (1960 = 100)
107 105 111 110 111 -1, 5.7 -0.9 0.9
105 102 109 108 110 -2.9 6.9 -0.9 .9
- 119 120 © 122 121 122-- 0.8 1.7 -0.8 3
95 97 97 99 102 .1 - 2.1 3.
113 108 114 111

Source: [ECLA, on the basis of official statistics.

a/ Preliminawy figures.
b/ Estimates figures,
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Table 4

NICARAGUA: VALUE, QUANTUM AND UNIT VALUE INDEX OF MAIN EXPORTS, .1968-72

1968 1969 1970 1971 19722/

Annual growth rates

(percentages)
1969 1970 1971 1972
Millions of dollars
Sesame 2.9 2.5 2.3 2,0 1.8 -18.,8 -8.0 -13.3 -10.0
Cotton 59.7 45,4 34,2 41,3 61,2 -23.9 20.8 20.8 48.2
Sugar 5.5 8.3 9.8 11.6 14,9 50.9 18.1 18.4 28.4
Coffee 22,7 20,6 32,1 29,3 31.3 -99.4 55.8 -8.7 6.8
Fresh meat 15.9 20.8 26.6 28,7 35.9 30.8 27.9 7.9 25.1
Shrimp = and lobster 5.1 6.5 5.9 5.8 9.1 33.3 -13.2 -1.7 58.0
Millions of dollars at 1960 prices
Sesame 2.6 2,1 1.7 1.4 1.2 -19,2 -19.0 -17.6 -14.3
Cotton 56,2 48,6 36.4 41.6 53,6 -13.5 -25.1 14.3 28,8
Sugar 4.1 6.1 7.0 7.7 9.9 48,8 14.8 10.0 28.3
Coffee 25,2 23.4 26.7 28.6 29.5 17,1 14.1 7.9 3.1
Fresh meat 11.3 13.5 16.3 16.6 19.2 19.5 20,7 1.8 15.7
Shrimp and lobster 3.2 4.3 3.5 3.2 4.4 34,4 -18.,6 -8,6 38,9
Unit value index (1960 = 100)

Sesame 109.7 124.0 135.3 140.7 155.2 13.0 9.1 4,0 10.3
Cotton 106.2 93.4 94,1 99,2 114,1 -12.1 0.7 5.4 15,0
Sugar 131.8 136,2 140.4 151.6 151.6 3.3 3.1 8.0 -
Coffee 90.2 87.7 120.2 102.4 106.,1 -2.8 37.1 -14.7 3.6
Fresh meat 140.3 154,0 163.4 172.6 136.8 9.8 6.1 5.6 8.2
Shrimp and lobster 159.6 155,3 167.2 178.3 204.9 7.7 6.6 14,9

—207

Source: ECLA, on the basis of official statistics,
a/ Preliminary figures.,
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Table 5
NICARAGUA: BALANCE OF PAYMENTS, 1968-72

(Millions of dollars)

1968 1969 1970 1971 19722

A. Goods, services and grants

Exports (f.0.b,) b/ 161,0 157.5 177.8 186.5 235.9
Imports (f.o.b.) b/ -165.2 -158.4 -177.7 -189.5 -198.0
Balance of trade 4,2 -0.9 0.1 ~3.0 37.9
Income from services 33.8 36.2 41,1 40,3 42.0
Expenditure for services 77.8 77.5 85.5 -82.2 -95.7
Balance of services ~44 .0 -41.3 44 .4 -41.9 -53.7
Grants (net) 6.3 6.5 6.0 5.0 6.9
Subtotal -41.9 -35.7 -38.3 -39.9 -8.9

B, Private capital

Direct investment 16.4 12.0 15.0 13.3 12.0
Loan disbursements 2.1 2.4 3.4 2.7 2.1
Amortization -1.6 ~1.8 -2.4 -0.8 -3.0
Commercial credit and other -6.4 2.7 4,3 0.3 -4,0
Subtotal 10.5 15,3 20.3 15.5 7.1

C. Official capitalS/
Loan disbursements 49.3 30.4 45,2 60.9 65.9
Amortization -10.3 -12,6 -18.1 -22.9 -27.6
others -108 "1.4 "200 -0.4 -200
Subtotal 37.2 16.4 25,1 37.6 36.3
D, SDR allocations - - 3.2 2.9 2,9
E., Errors and omissions -0.3 -2,5 2.2 -2.8 -
F, Total (A+ B+ C+ D + E) 5.5 ~6.5 12.5 13.3 37.4
G. Changes in net international reservesgj -5.5 6.5 -12.5 -13,3 -37.4
Central Bank -1,9 4,7 9,2 -5.8 -
Net position with IMF 19.0 ~-1.0 -5.2 3.0 -
Central America Clearing House -0.2 -0.5 -0.2 -2.0 -
Other net reserves g/ -20,7 6.2 -3.8 -6,8 -
Commercial banks £/ -3.6 1.8 -3.3 -7.5 -

Source: Central Bank of Nicaragua.

a/  Estimated figures,

b/ Figures adjusted for balance of payments purposes.
5/ Includes official bank capital.

d/ (-) = increase,

e/ SDR holdings,

I/ 1Includes short-term loans.
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Table 7
NICARAGUA: TRADE WITH CENTRAL AMERICA, 1968-72

(Value in thousands of dollars)

1968 1969 1970 1971 Jaguary - Septesder

Exports 24 636 31 684 46 056 47 353 34 710 41 192.4
Guatemala 3 528 5 083 7 250 9 169 6 521 7 188.5
El Salvador 5 693 6 524 7 811 9 149 6 284 7 605.9
Honduras 4 374 6 402 12 613 3 897 3 006 5 217.9
Costa Rica 11 04l 13 675 18 382 25 138 18 899 21 180.1
Imports 46 172 42 219 50 015 53 591 39 319 44 080.9
Guatemala 12 965 12 883 15 729 18 867 13 801 14 743.8
El Salvador 14 869 11 856 15 426 16 061 11 936 12 409.0
Honduras 4 109 4 738 4 927 2 082 1 351 1 851.7
Costa Rica 14 229 12 742 13 933 16 581 12 231 15 076.4
Balance -21 536 - -10 535 -3_959 -6 239 -4 609 -2 888.5
Guatemala -9 437 -7 800 -8 479 -9 699 -7 280 -7 555.3
El Salvador -9 176 -5 332 -7 615 -6 912 -5-652 -4 803.0
Honduras 265 1 664 7 686 1 814 1 655 3 366.2
Costa Rica 3 188 933 4 449 8 557 -~ 6 668 6 103.7

Source: Permanent Secretariat of the Central American Integration Treaty and
Foreign Trade Yearbook.
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Table 8
NICARAGUA: CENTRAL GOVERNMENT INCOME, EXPENDITURE AND DEFICIT FINANCING, 1968-72

(Millions of cérdobas)

1968 1969 1970 1971 19725/
Current income?’ 467.1 488.1 S71.4  632.9  641.6
Current expenditure 424.7 445.5 480.2 508.8 532.8
Current savings 42.4 42.6 91.2 124.1 108.8
Capital expenditure 101.2 123.9 164.5 278.7 341.8
Deficit or surplus -58.8 -81.3 -73.3 -154.6 ~233.0
Financing
Foreign credit 37.4 28.7 62.0 90.9 234.8
Loans 54.3 47.1 82.8 113.3 257.8
Amortization 16.9 18.4 20.8 22,4 23.0
Internal credit 8.6 12.5 18.5 13.6 -1.4
Short-term bonds 17.2 18.0 25.7 25.7 18.3
A