INTERNATIONAL MONETARY FUND




© 2002 International Monetary Fund December 2002
IMF Country Report No. 02/269

Nicaragua: Selected Issues and Statistical Appendix

This Selected [ssues and Statistical Appendix paper for Nicaragua was prepared by a staff team of
the International Monetary Fund as background documentation for the periodic consultation with the
member country. It is based on the information available at the time it was completed on November
19, 2002, The views expressed in this document are those of the staff team and do not necessarily
reflect the views of the government of Nicaragua or the Executive Board of the IMF.

The policy of publication of staff reports and other documents by the IMF allows for the deletion of
market-sensitive information.

To assist the IMF in evaluating the publication policy, reader comments are invited and may be

sent by e-mail to publicationpalicy@imf.org.

Copies of this report are available tc the public from
International Monetary Fund » Publication Services
700 19th Street, N.W, ¢ Washington, D.C. 20431
Telephone: (202) 623 7430 e Telefax: (202) 623 7201
E-mail: publications@imf.org # intemet; http://www.imf.org

Price: $15.00 a copy

International Monetary Fund
Washington, D.C.

©International Monetary Fund. Not for Redistribution


http://www.imf.org

INTERNATIONAL MONETARY FUND

NICARAGUA

Selected Issues and Statistical Appendix

Prepared by Staff Mission Censisting of Marco Pifidn (Head), Cecilia Mongrut,
Jorge Toro, Monica Perez dos Santos {all WHDY, and Corinne Delechat (PDR)

Approved by the Western Hemisphere Department

November 19, 2002

Contents Page
BaSIC DIALA ..uueiiiiitiis i iieieies ot iiiiieniseianssiss estesiasees sannnnresasaese s nnnse sasnssesassasssinssnntsesnssssessatnnisninassiss 4
L Factors Underlving Growth in NICATAZUA ....eeceeeveieassiersrrassnesssosraiensesinessnnsoarisinecnsssnsens 6
A. Stylized FActs 0n GroOWHH. ... iieevi i reciacseree i imcmeaae s e essassne i msessnseemeean 6
B. CITOWHNL ACCOUIIITIZ ..ot eisivveeeareeeeriessrnreesereeseesssmsrecseenssassncnssessasssenssressene 8
C. COMIEIUISTON ... eee e seiesessistatcsesans baecotbeiesesaattastees sameneeressesnnsnesannn 12
Figures '
1. GDP Per Capita, 19002001 .......c.oooiiiiiierreieieiescereseseeeceeesereeisresssseesessessssesorssnsenseesnne 7
2, GDP By Sectors, 19602001 ...t rirmireriarinrsisrsrenssieriossraiitrsresiaiisissrassnisbsassseaes 8
3. Sectoral Contibution to Growth, 1960-2001 ... oo emrreens 8
4. Investment Ratio, 19002001 ..ottt ciseeines s srssesisarasinsiscssassessess et st scasnsns 10
5. Capital Stock, 19802001 ..ot isciees e b e e b eabe s etasseet et eeeteieeeeeeneeaees 10
6. Employment, 19002001 ... icieiiieiieesiesserierisiasrsssssrssrasessssessesinsssresinssarsnsessasssiarsnsss 10
7. Total Factor Productivity, 19602001 ...cccieeverieiiiiieiiieiieeieececeee e s eeecevmecesessnsnnssennene ] |
8. Contribution of Employment, Capital Stock, and
Productivity to Growth, 19602001, oo et ase e sennee 11
9 Terms of Trade, 1S60-2001........c.covivrerreserisrsnns 12
Box
1. The Production Function Approach...ooiceeeeeenn.n. .9
Text Table
1. SOUTCES OF GITOWLN L..ooviiii i iiiiiis e eeseseesiassssatssisatesmnessbneetsnsestmssnssesserssnaesiestassessanss aneec 12
TL Tax RefOm ..o .14
A. Key Issues in Nicaragua’s Tax SYSEM ccvvinsinviiinnnines ..14
B. Economuic CoStS .ot e 16
C. T AKX RETOTII ..eei it ceiiiieicen s iies et st s s vsnane s e s crarerser e ot s senersbrasbbbseesibnesesansssspans 17

©International Monetary Fund. Not for Redistribution



Text Tables

1. Central Government Revenue.......o.oveiiiiviennn . L
2. Exonerations and Special ReEimeEs . .........c..eevveeeeeeeeeiiievecieeesictveresicncnerencnns 16
3. Tax Burden by ECONGCMIC SECIOT .vuvueieisiseieiiieseiis st e st s e sees cnes e sssneas 17
Appendix
l. Main TAXES. .. e eeiireeiiiienissaeiistisecssiarseirnreaeras e 2)
1. Debt Sustainability .. TG 3+
A, Introductlon . R b
B. Size and OI‘IE.]I‘IS of the Pubhc Sector Debt .35
C. Medium-Term Outlook and Sensitivity Analyms i reseseastrtrecnn I 1.
D. Conclusion.......oceeeisirnranninnens . v
Text Tables
L Public Sector Debt .. iribeerntesinteriennnreeirarateserarnserinesrarnssissarnsnnrnssas O
2. Public Sector Debt Serwce { Cash Ba51s} ..................................................................... 38
3, Medium-Term Economic TRAICatorS ... i ciie s iceiieiireeieicre iereneesvsisssseersieneriasaess eane 39
4, Public Sector Debt Sustainability Framework, 1997-2007 ...... Cenrreenas P <
3. External Sustainability Framework, 1997 -2007......coiiciiicirinrioernienisiinrinssesinsesenseniesens
Figures
1. Stock of External Debt, end-Decembear 2000 ....oocoveieiiiemeeiiiieeeeietee e ee i 35
2. Sensibility Tests of Public Debt DVNAMICS ...oocooovieeecciieciiineisinicinicasins s ernsseesinnas 41
Summary Tables
1, Gross Domestic Product by Expenditure...oooooooooennn . 46
2. Resource Balance and Financing of INVESIIMENE . veicvvrisiirirsreissmmesiaririrsesroneessassinsssrsees 47
3. Gross DOMESHE PIOGUCT u.vi.ivivivriiciniererenisrnsersesimsesssnsesismseesesesemsensessesessnneessneensresnceesee b
4. Value Added in ASHCUIIUIE coviviee e rereriin s cerereeesesesssstnnerenteisssinsnnressesssssninecsssns DD
5, Value Added in Manufacturing........c.o...ovveroemeneiieeeiieieieeeeeeeeeeeeeeeeeeee e e )
6. Consumer Price Index ... " ) |
7. Operations of the Comblned Pubhc Sector .52
8. Central Government Operations ..................................................... 53
9, Operations of the Rest of the General GOVErNMEN .. ...civeiivin e e viirnrsscneereneeas 534
10. Operations of the Public Utility ErberpriSes o i irieserseseesssessessssessssssnasnensenssas 55
11. Changes in Financiai System by Origin, Destination, and Financing......................... 36
12. MONEY ANA QUASI-IIONEY ..o eeeesceeeeeesieieeseeessseseecmeetimsestatesssserssotessseesnsanrmnrneres 57
13. Summeary Accounts of the Central Bank and the Financial System ............................58
4. Destination of Financial Svstem Credif ....iiiioiereriiioimiesirreirrssmrresrriesisiasasessrrsias 59
15, Summary Balance of Paymenits.... vounnn 00
16.  Trade Account Indicators... . tuerneierreiassesnrennnteennnsenesinsensenssrinsensessesf]
17, Public Sector External Debt and Debt Servwe firmrieiiereiieieriesasissnrereisioaiassnrerrinsrneeesansId

©International Monetary Fund. Not for Redistribution



Real Sector

18.

(Gross Domaestic Product by Sector ..

...63

19.

Resource Balance and Financing of I.nvestmcnt eeeeneeeennare

...04

20.

Real Value Added 1n A PTiCUIUTE. . .c.ooiiee ettt e eeeeseereeee e s s ieeseceneseenans senrarenges

.63

21

Exnort Crops and Basic GraiiiS . ....cooieie i oo eeeee vermnenenen

66

22,

Selected LivestoK SlatistlCs. ... oveieriirireinirieiiererreertaiisresssississreessssseiiresessesees

.67

23.

Real Value Added in Manufacturing ......ccocooivviiriiieeeeeiecinviesveineseeeerennsismessssnsiessasaes

68

24.

Electricity Supply and COnSUInDON ....vvavesierirerorirererirenresinas

...69

25.

Tndices 0f Wapes AN PIICES ... i iieeiev ettt i seesesieeiebestas i serssssseieriseniasensssis

70

26,

Selected Labor StAtiSTiCS oovuiiiimieeirireierreerieeimrresirmsisrasreniens

oot

Fiscal Sector

27.

Central Government Operations ...

ot

28.

Central Government Revenue...

e dd

29.

Central Government Exnendlture and Net Lendmf_r, eeerrereeieeres

... 14

30.

Operations of the Rest of the General Government........................................

3

3L

Consolidated Operaticns of the General GOVEITIMENT o v isiieeriiisimioiis eereseeresieriess

79

32.

Onperations of the Public Utility ENEIDIISES wuiciiiiieiiiieierisiissaesnrereersaraniasinsiessessiressosis

g1

33.

Consolidated Operations of the Public SeCIOT c...ivee e eiesaeeerererinernrsnirerseianiens

...84

Monetary Sector

34,

Accounts of the Central Bank .. ..o oot eee e eeee ettt e eemeemsaeeamens sareramernnee 85

35.

Accounts of the Commercial Banks...

e 86

36.

Accounts of the Banking System ...

.87

37

Summary Accounts of the Natmnal Investmcnt Fund (FND ......................................

88

38.

Consolidated FINANCIAL SVSIOITL .uuvuvur.iiiveietiiiiimmsumiieremiaiesieriasiiiersmsssrentaionsssmmmessnsiniensanis

89

39.

Total Assets of the Financial Svstem by [RSHIUHON....ecourisiviiisreniieens

...90

40.

TtErESt RALE SHUICHULE ..o oo esseeee e oo et meeee e e eeee e et et eateeeaeeeeeme e etatarerervenresrrsrererssers 9]

41.

Lepal Reserve Position of the Commercial Banks.....ooooiiioececieieeeee et eevennns

92

External Sector

42.

IV A b wabsAm w0 T2 1 B oL e T U TP TR

93

43.

Detailed Balance of PAVITEIIS ......co.vveiceinriirnrioiisinsinsrsiserinisimmssiisiosssirioiers

...94

44,

Exports by Commodity........ccveveueees

e 93

45.

X POTES By DIEEHTIATION . ..o cvvvieieee e e ieesiseaesise s sineseisasasescensansaesssnsesssnonsne

...96

46,

Imports by Type f Goods ...oveeereneevinieeerieinens,

.97

47.

Tmports by Country OF Origi. .o vies st s ras s s s s ses siness sreeesseoan sessnane

98

48,

External Debt Arrears ..

.99

49.

Exchanee Rates.. e 1

00

50.

Real Effective Exchan e Rate and Re]ated Il'ldlCBS 1

01

©International Monetary Fund. Not for Redistribution



-4~

Nicaragua: Basic Data

Social and demographic indicators

Area 129,494 km?2
Arable fand 20 percent
Population (2001) 5.2 million
Popalation density (2001) 40 per km2
Income distribution: hdghest quintile [1995-percent of
incame or consumption) 63.46 percent
Lowest quinsile 2.3 percent
Rate of population increase (percenl por annum} 2.7 percent
Life expectancy at birth {2000) 68 years
Infant mortality rate {1994-2000) 40 per 1,000 live births
Population per physician {1990-99) (1.9 per 1,000 people
Papulation per hospital bed (1390-99) 1.5 per 1,000 people
Population with access to safe water (1994-G0) 84 percent of papulation
Urban (1594-00) 92 percent of pepulation
Rural (1994-0{) 72 percent of papulation
Population with access to electricity (2001) 69 percent of population
Adult illiteracy rate (2000) 19 percent of population 10 and over
(Gross primary school enrollment {1994-00) 107 percent of relevant age group
(Oross secondary school enrellment (1994-00) 37 percent of relevant age group
Unemployment rate (2001} 10.5 percent of total labor force
GDP at market prices (2001) 534.2 biilion
GIDP at market prices (2G01) 18$2.6 hillion
GDP at market prices per capita (2001) US3490
Economic indlcators, 1997-2001 1597 1008 1999 2000 2001

{In percent}

Origins of GDP at 1980 prices

Agriculre, livestock, forestry,-and fishing 29.6 29.9 301 ils 316
Commerce and finance 20.8 21.0 20.6 202 20.2
Manufacturing 20.8 20.5 19.8 19.2 19.1
Government 7.7 7.3 6.9 &5 6.3
Construction, transporiation, and communications 9.5 9.8 116 11.8 11.9
Other .5 14 11.0 10.8 10.3
Ratios to GDP
Exports of goods and nonfactor services 40.6 40.2 318 39.3 361
Imports of goods and nonfactor services - -81.7 -80.1 =021 -31.8 -17.8
Current account of the balance of payments -40.0 -38.7 -47.7 -38.3 <381
Nonfinancial public secter revenues 344 360.9 357 z6 30.8
Nonfinancial public sector expenditures 439 41.1 49.7 46.5 49.8
Monfinancial public sector saving 4.6 8.9 7.1 i 24
Nonfinancial public sector overall balance before grants, (dei -9.4 -4.1 -141 -13.9 -19.0
{entral bank operational losses 04 -3.3 -1.7 1.3 2.0
Combingd public sector saving 4.0 5.6 54 36 4.4
Combined public sector overall balance before grants, (defici -10.40 -1.4 -15.7 -15.4 =210
Externzl public debt (end of year) 3650 304.0 296.0 274.0 250.0
Debt service payments (accrued] 1/ : 534 435 171 440 46.0
LY which : Interest payments 26.5 25.7 26.8 26.9 26.0
Gross national savings _ -4 2.3 14 2.6 2.8
Gross domastic investmernt ' 31.7 33.8 433 34.7 308
Broad money (end of year) 39.6 65.1 66.7 60.6 60.3
Annual percentage changes in selected indicators
Reat GDP ‘ 5.1 41 - 14 5.9 3.3
GDP at current prices : 14 8 176 1954 18.1 [EB)]
Domestic expenditure (at current prices) 212 16.6 31.6 9.2 I3
Investment 34.6 25.4 331 52 - -l
Consumption 17.8 14.1 24.8 14.7 143
GDP deflator 5.2 13.0 .2 116 7.4
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Nicaragua: Basic Data

Prel,
1997 1998 1999 2600 2001
(In percent}
Consumer prices (end of period) 7.3 18.5 7.2 6.6 47
Consurmer prices {period average) - . 22 13.0 1i.2 T4 74
Noafinancial public sector fevenues 25.0 26.1 153 77 5.2
Nonfinancial public sector expenditures 6.0 102 44.6 102 19.2
Liabilities to private sector 2/ 543 28.6 224 74 10.1
Monsay _ 69 3.5 4.4 LI 3.1
Quasi-money and foreign curency deposits 474 251 180 6.3 T
Credit to the public sector {net) 2/ 13.8 -109 -£9 6.5 31
Credit 1o private sector 3/ 398 434 40.0 14.2 -43.5
Merchandise exports (f.o.b., in U8, dodlars) 234 -{.6 ~4.5 18.3 8.1
Meatchandise imports {f.o.b., in 1.5, dollars) 306 19 216 3.0 -1.1
Terms of trade {deterioration -) 9.5 1.9 -12.3 -4,0 -11.2
Nominal effective exchange rate end of period (depreciation -2.0 -119 2.7 21 -2.9
Real effective exchange rate end of period (depreciation -} 35 240 16 8.8 -0.6
(In miliions of cordobas}
Nonfinancial public sector finances
Revenues £78 764 789 191 735
Expenditures 863 849 5,100 1,128 1,268
Savings 91 183 156 124 62
Overall balance before prants (deficit -} ‘ -183 -Bé& -3t -337 483
Orverall batance afier grants (deficit -) -80 -8 -118 -16i =313
{In millions of U 8. dollars)
Balance of payments
Merchandise exports (f.o.b.) 577 573 545 6435 592
Merchandise imports (To.b.) -1,371 -1,397 -1,703 -1,648 -1629
Nonfactor services {net) -19 -11 -42 -33 25
Official interest obligations 211 213 =225 257 -247
Other current transaztions (net) 238 247 l64 161 338
Balance on cwrent account -786 -801 -1,060 -032 -970
Official capital (n=1) 165 298 415 334 365
- Other capital, inchuding errors and emissions 498 306 460 294 193
Overzll balance -122 -197 -183 =304 -412
Change in reserves (increase -) -18 ] =77 29 171
Exceptional financing 357 129 110 2it 526
International reserve position and external deht
Central baok [(net) ' 144 139 218 187 158
Rest of Financial system (net) 228 232 133 129 208
Gross official resetves (in months of imports} 23 2.3 33 3z 2.3
External pubiic debt 6,001 6,287 6,549 6,660 6,374
IMF data (as of October 31, 20§2)
Article VIII status - ) March 14, 1946
Intervention currency and rate {cordoba oro) C$14.53 per ULS. dolfar
Qucta SDR 130.00 million
Fuond heldings of national currency SDE 130.01 million
(as percent of quata) : 100.0 percant
Outstanding purchases and foans SDR 123.33 million
PRGF arramgements 123.33 million
Special Drawing Rights Department :
Net Cumulative SDR allocation SDR 19.48 million

Holdings of SDRs SDR .13 million

Scurces: Nicaraguan authotities; and Fund staff estimates.

1/ In terms of exports of goads and nonfactor services.
2/ In relation to the stack of liabilities to the privaie sector at the beginning of the period,
3/ Excludes credit held by the liquidation boards.
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I. FACTORS UNDERLYING GROWTH IN NICARAGUA *?

Nicaragua has experienced large swings of income over the past 40 years. The analysis in
this chapter shows that the long-run swings in GDP growth were deiermined to a large
extent by changes in total factor productivity (TFP). Government policies have plaved an
imporiant role in shaping productivity, which has been decelerating recently. Fiscal
consolidation, a reduction of public domestic debt and strengthening the financial sector are
important conditions for the resumption of productivity growth. In addition, fo sustain higher
growth rates over the medium term, Nicaragua will need to redress its product mix towards
higher-value added goods.

1. This chapter examines factors that have determined long-run growth in
Nicaragua. Stylized facts suggest that government policies have had a decisive influence on
growth. In particular, productivity and capital accumulation suffered during periods of
excessive deficit spending and inadequate enforcement of private property rights. A sectoral
analysis of growth reveals that liberalization and deregulation in the 1990s led to deep
structural changes in the economy, with the resulting rapid growth being led by capital
accumulation and productivity growth.

A, Stylized facts on Growth in Nicaragua

2. Nicaragua has experienced large swings of income over the past 40 years
{Figure 1). The country enjoyed an export-led boom from the 1950s to 1977, the year prior to
the Sandinista revolution. Per capita income rose by 70 percent between 1950 and 1977, with
average GDP growth of 10 percent a year. Initially, rapid growth of cotton exports was at the
core of the expansion. Later on, cotton was joined by other pnmary exporis (sugar, beef,
shellfish, etc.) and an expansion of agroindustrial and manufacturing exports, However, in
the 1980s, growth was disrupted by the revolution, war, aggressive nonmarket policies, and
the buildup of macroeconomic imbalances. These developments led to a steady decline of
GDP, with per capita income in 1990 at less than one-third of its value in the late 1970s.
Although market-friendly reforms led to a recovery during the 1990s, per capita income has
recovered only marginally.

! Prepared by Monica Perez dos Santos.

% The analysis in this chapter is based on Nicaragua’s official National Accounts. The Central
Bank of Nicaragua is preparing a revised National Accounts series for the years starting in
1994, 1t is likely that the revised series will imply a significantly higher GDP and a change in
1ts sectoral composition. However, the broad trends that are relevant for this study are not
likely to change significantly.
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Figure 1. GDP Per Capita, 1960-2001
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Sources: Central Bank of Nicaragua; and Fund staff estimates.

3. Economic policies during the 19605-1970s were characterized by prudent
macropolicies, while significant structural distortions were allowed to lowered up. .
Until the late 1970s, policy makers resorted to import substitution and wide-ranging controls
on the domestic economy. These controls included high import tariffs and price and interest
rate conirols, which resulted in extensive price distortions and negative real interest rates.
Protectionism encouraged the rise of an uncompetitive manufacturing sector at the expense of
Nicaragua’s traditional strength in agriculture. Prudent fiscal and monetary policies ensured
low inflation rates, although reconstruction efforts after the 1972 carthquake prompted fiscal
deficits of more than 5 percent of GDP on average in the late 1970s. The economic strain was
increased by current account disequilibria after the two oil shocks in the mid-1970s, a
reduction of trade within the region, overvaluation of the domestic currency, and significant
capital fhight in the months before the victory of the Sandinistas.

4. The Sandinista period witnessed a wholesale shift toward central-planning and
deficit spending. The government created a large and costly parastatal sector by
nationalizing large properties, the financial system, foreign trade, large-scale mining
(particularly gold), forestry and fishing. These policies were accompanied by massive budget
deficits that were largely monetized. The macroeconomic imbalances resulted in
hyperinflation and a huge build-up of external debt (around 700 percent of GDP by the end of
the 1980s). As a result of the distortions and the widespread sense of insecurity about
property rights generated by those policies, the economy experienced a severe decline during
this period.

5. During the early 1990s, Nicaragua achieved macroeconomic stabilization and
moved toward a market-based economy. Financial policies were strengthened, most price
controls were eliminated, and the foreign exchange and trade system was liberalized. This
restored to some extent Nicaragua’s competitive advantage in agriculture. Over the past

10 vears, the agriculture sector employed about 40 percent of the laber force and contributed
to GDP growth twice as much as the other two sectors (Figures 2 and 3).
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Figure 2. GDP by Sectors, 1960-2001
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Sources: Central Bank of Nicaragua, and Fund staif estimates.

B. Growth Accounting

6. The long run swings in GDP growth were determined to a large extent by fotal
factor productivity. In fact, long waves in TFP tended to precede turning points in GDP
growth. The method of growth accounting helps to reveal major changes in the production
function of Nicaragua.

The model

7. The model used goes back to the growth accounting literature of the 1960s. A
standard production function was estimated in order to identify the contribution to GDP
growth of the input factors labor, capital and total factor productivity (Box 1).

Investment, capital, and employment

R. Investment as a share of GDP has been quite volatile (Figure 4). In 1978-79, 1t
fell dramatically as result of the destruction of buildings, stocks, and equipment, looting of
inventories, slaughter of cattle, and smuggling of herds. Official national accounts record a
loss of inventories of more than 14 percent of GDP in 1978-79. After the Sandinistas took
power, investment recovered mainly with the help of large financing from other countries
with centrally-planned economies. However, the quality of investment was inadequate,
reflecting public sector inefficiency, high inflation and overvaluation of the currency, and
diversion of a large amount of resources into unproductive defense spending. In the early
1990s, as peace and democracy were reestablished and the government initiated a transition
to market-based policies, the investment ratio began to recover. Boosted further by aid flows
after the 1998 Hurricane Mitch, investment peaked at aver 30 percent of GDP in 1999,
Figure 5 shows the resulting capital stock series for Nicaragua.
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Box 1. The Production Function Approach

The model used relates GDP growth to changes in the supplies of factors of production (labor and
capital) and total factor productivity (TFP). The supply side of the eccnomy is described by a Cobb-
Douglas production function:

Y=AK*N'"™,
Where Y is output, A is total factor productivity, K is capital and N is labor.

The capital stock was cstimated using the perpetual inventory method.' This method constructs a time
series for the capital stock from real investment data and two assumptions concerning the initiat capital
stock (K) and the rate of depreciation (8). In general, the capital stock grows according to:

K,.=01-6K, +1,.

The initial capital stock is constructed by using the fact that over the long run {in the steady state), the
growth rates of output and capital tend 1o be equal: g, =g, .

Combining this with the equation on capital accumulation vields the steady-statc relation
K™ =1 Kgy+8)

Where a star denotes steady state values. Using the real GDP value for 1960, the average investment
share of 18,1 percent of GDP (1960-2001), and the average annual rate of real GDP growth of

2.6 percent yields an inifial capital stock (1960) of almost 15 billion cordobas {in constant 1980
prices).

With data for GDP, employment and the capital stock, a fime series for TFP can he obtained ag a
residual—the so-called Solow residual.

In this calculation, an income share of capital (&) of 0.37 is used, with the share of labor (1 - o) of
0.63. According to national account statistics, the share of dependent labor in GDP was 63 percent on
average during the years 1960—78 (when data on the cost composition were stil] available).” This value
is somewhat lower than that in industrizlized countries, where the labor share is around 75 percent.
Generally, a positive correlation is found between per capita income and the labor share.

! For a recent description see Barto and Sala-i-Martin (1995).
% United Nations National Accounts Statistics, several issues.
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Figure 4. Investment Ratio, 1960-2001
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Figure 5. Caprial Stock, 1960-2001
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Sources: Central Bank of Nicaragua; and Fund staff estimates.
9. Employment also contracted sharply during the years of civil strife and

hyperinflation (Figure 6). After rising steadily through the mid-1980s, employment fell by
over 1 million as a result of the crisis in the late 1980s.

Productivity

10.

Figure 6. Employment, 1960-2001
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Sources: International Financial Statistics (IFS); and Fund staff estimates.

Total factor productivity collapsed in the post-revolutionary period, followed by

a moderate recovery in the early 1990s (Figure 7). Many influences converge in the Solow
residual, including infrastructure, the quality of regulation and the legal framework, education

and governance. The slump in productivity during the 1980s can be attributed to the

cambined effect of extensive nationalization, rapid expansion of the public sector, the
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widespread use of price controls, high military spending, monetary expansion, exchange-rate
misalignment, import controls and international isolation.

Figure 7. Tatal Factor Productivity, 1960-2001
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Sources: Central Bank of Nicaragna; Tnternational Financial Statistics; and Fund staff estimates.

11. A turnaround came in the early 1990s when a new, democratically-elected
government initiated a comprehensive effort of adjustment and reforms. In addition to
macroeconomic stabilization, most

pri ce controls were removed, fereign Fignre 8. Contribution of Employment, Capital Stock and

Productivity to Growth, 1960-2001

trade was liberalized, and the 10 Lo
banking system as well as numerous g [N ereentage poiats, B Eltered 1) —— G g |
enterprises were reprivatized. mfﬂ:{;‘
Moreover, substantial progress was N Produtiviy | ¢

achieved in obtaining debt relief 4T
from external creditors. The resulting s L
pick up of growth since 1995 was led
by higher total factor productivity.

Much of this increase took place in 2T 2
the agricultural sector (see Figure 2). 4L . {4
At a later stage, capital accumulation _5 ) , Lo . , p
and employment growth alse $ % B £ E £ § & 8

conmbUted (Flgure 8) The increase 1/ The Hodrick-Prescott (HP) filter is 2 statistical method that removes

n caplta] accumulation was short-term flustuations. 115 trend ling adepts to the underlying " long waves”
. Fati ies.

supported by both a rebound in o e series

savings and large-scale external assistance.  Sources: Central Bank of Nicaragua; Intemetional Finaneial
Stanstics; and Fund staff estimales.

I2. At the end of the 1990s, however, output and productivity growth tapered off
again. Reconstruction after Hurricane Mitch initiated an increase of public spending that
interrupted the process of fiscal adjustment. Large fiscal deficits led to rapid accumulation of
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domestic debt and crowding out of credit flows to the private sector, which plummeted from
over 50 percent of GDP in 1999 to close 30 percent of GDP in 2000. Growth was further
affected by a banking crisis (2000-01) and a large external terms-of-trade shock (cumulative
decline of almost 28 percent in 1999-2001). As a result, private investment declined to about
15 percent of GDP and economic growth fell to an estimated 1 percent in 2002,

13. Nicaragua has experienced large swings of growth over the past 40 years. The
analysis in thms chapter shows that the long-run swings in GDP growth were mostly driven by

-12-

C. Conclusion

changes in total factor productivity growth (Table 1).

Table 1. Nicaragua: Sources of Growth

{In percent)
Annual GDF Contribution to GDF Growth
Period Growth Tabor Capital By
1960-1977 6.4 1.9 1.9 2.0
1978-1991 -0 0.6 0.0 -34
19922001 s 14 1.1 1.4

Source; Fund staif estimateas.

14.  The history of Nicaragua’s growth and its main driving forces suggest that

macroeconomic stability and market-oriented reforms are essential for the resumption
of total factor productivity growth. In

particular, fiscal consolidation, reduction of
public domestic debt, and strengthening the
financial sector are important pre-conditions

for higher growth rates over the medium term.

In addition, Nicaragua will need to redress its

product mix towards higher value added

goods. Due to the country’s dependence on a
few commodity exports, its terms of trade

have been on a declining path over most of the

past 40 years (Figure 9). This dependence
could be reduced by diversifying into tourism
and nontraditional export activities, including

assembly for re-export (maquila) in sectors such as textiles. These activities would tap the

Figure €. Terms of Trade, 1960-2001

(Index 1960=100, HP-filtered)
1 1 L L L L 1 i3
o) ] o wy = b = Ty 2
el = ey - oo o0 =13 (=) =
z & & &8 & & & & §

Sowrces Centre! Bank of Nicarague; sed Fund staff ¢stimal es.

potential of the sizable young labor force and complement the country’s traditional strength

in agricultore.
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1. Tax REFORM®

15.  This chapter describes the main characteristics of Nicaragua’s tax system,
identifying key weaknesses and their economic costs. In addition, it discusses the benefits
of tax reform and describes the tax reform being implemented by the authorities.

A. Key Issues in Nicaragua’s Tax System

16. Tax revenues in Nicaragua have declined steadily in recent years. From a peak of
25.8 percent of GDP in 1998, tax revenues dropped to 21.5 percent of GDP in 2001, This
deterioration reflects, to a large extent, the high vulnerability of Nicaragua’s tax system to
changes in economic activity, especially to a slowdown in domestic demand. The sharp
decline in economic growth from 7.4 percent in 1999 1o 3.3 percent in 2001 strongly affected
revenues from cyclically sensitive taxes such as petroleum products, general value added
taxes (VAT) and import duties (Table 1).

Table 1. Nicaragua: Central Government Revenue

Prel, Prel.
1998 1398 2000 2001 1998 1999 2000 2001

_ {in percent of GDI’) {Share of tax revenug)
Tax revenug 25.8 24.8 235 1.5 1000 1060 1000 10000
Diirect Laxes : : 3.7 3.7 3.8 38 14.4 15.0 16.1 17.8
Taxes on net income and profits 3.7 3.8 3.8 338 14.4 152 16.2 1.7
Taxes on properly 0.0 0.0 0.0 0.0 0.1 02 01 0.2
Taxes on goods and services 17.1 17.5 16.5 15.0 £6.2 70.7 65.9 69.8
General value added taxes 9.3 10.0 9.3 9.0 35,2 40.4 40.4 419
On domestically produced gaods and services 43 45 4.6 44 18.5 182 19.3 207
On imported goods end services 51 5.5 50 4.6 19.6 221 211 212
Excise and selactive consumption taxes 17 75 6.9 6.0 298 302 204 278
Peiroleum products 50 5.1 4.7 39 1%.5 20.7 20.1 18.0
Beer and aleoholic beverages 0.2 0.9 0.9 1.0 35 3.6 4.0 4.5
Tobacco 0.7 04 0.2 03 28 1.5 0.9 1.4
Sodas 0.4 0.4 04 0.3 1.6 1.6 1.7 1.4
Other 0.6 0.7 06 0.6 23 2.8 3 2.8
Stamp taxes 01 0.0 0.0 0.0 0.3 0.2 0.2 02
Taxes on international trade and transactions 30 22 21 1.7 153 2.0 5.0 30
Import duties is 22 21 1.7 153 9.0 9.0 80
Expori duties 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Earmarked revenue 190 13 1.2 1.0 4.5 5.2 5.0 4.6

Sources: Central Bank of Nicaragoa; and IMF staff estimates

? Prepared by Jorge Toro.
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17. The main weakness of Nicaragua’s tax system arises from its narrow tax base,
which is excessively concentrated on a few taxes and a limited number of taxpayers.*
Table 1 shows that over 60 percent of total tax revenue in 2001 was collected from VAT

(42 percent) and excise taxes on petroleum products (18 percent), with the share of petroleum
product taxes alone being greater than that of direct taxes. Given the large cyclical swings of
petroleum product sales, the large dependence on petrolenm taxation exacerbates the
vulnerability of the system. In addition, more than half of VAT revenues is generated from
imported products, further heightening exposure of the system to economic fluctuations. In
addition to petroleum products, excise taxes on consumption are concentrated on a few
products, mainly beer and alcoholic beverages, tobacco and sodas (together contributing
some 3.5 percent of GDP, or one-fourth of tax revenues).

18.  The concentration on few taxpayers arises from widespread exemptions,
exonerations, preferential rates and special regimes. These special accommodations
narrow the fax base, reduce (ransparency of the system, and make it difficult to administer.
Table 2° illustrates the extensive sectoral exemptions in the Nicaragua’s tax system,
including for tourism, agriculture, fishing, and other sectors. Sectors or activities that are
exempt from all forms of taxation include, inter alia, universities and higher education
institutes, firemen, churches and religious organizations, nonprofit organizations, and imports
of medicines, paper, bocks, and equipment for the media. In the case of direct taxes, there are
also several tax-exempted sources of income (Section 1.1 of the Appendix).

19.  The VAT is characterized by widespread exemptions, zero-rated products, and
preferential rates (Section 4.1 of Appendix). Exemptions are granted to numerous goods
and services; a zero-rate VAT regime applies to a long list of products and services,
including 59 products included in a so-called “basic consumption basket”, as well as
medicines, insecticides, fertilizers, energy, and some machinery and equipment. Z¢ro-rate
VAT is also applied to several economic activities beyond exports such as the media, free
zones and tourism. Preferential VAT rates are granted to the cement and air travel sectors.

20. A number of economic sectors and activities are exempted from import tariffs,
including by constitutional mandate (health; media and communication; education and
political parties). Other exempt sectors include petroleum and energy; exports; firefighters;
agricultural and transport cooperatives; the national army; the national police; the church and
religious congregations; tourism activities; and hospital investments.

* The appendix presents a detailed description of the Nicaraguan tax system,

3 Rased on Medal, 2002.
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21, The revenue loss resulting from these features is substantial, For instance, a 2000
mission from the Fiscal Affairs Department estimated that the cost of exonerations on
indirect taxation amounted to 54 percent of actual revenue, or about 10.5 percent of GDP.

Table 2, Exonerations and Special Regimes

Import tanffs Excises VAT Revenue tax

Free zones Exempt Excmpt Exempt Exempt

Tourism Exempt Exempt Exempt Exempt
Agriculwral Sector Exempt Exempt Exempt Not Exempt

. Not
Fishing Exempt Exempt exempt Not exempt
Small bandicrafi industry Exempt Exempt Exempt Not exempt
Baports L!nd.er temporal Exempt .-- Exempt Not excmpt
admssion law
Other exports Not exempt Not Not exempt
exempt
Investment in hospitals Exemnpt Exempt Exempt Somle

exemptions

Public transport Exempt Exempt Exempt Exempt

{cooperatives) P P P P

Not
Trade Not exempt Not exempt Not exempt
exempt
Inclustrial sector Some cxemptions Sc—mfa Somf: Not cxempt
exemptions exemptions

Source: Medal (2002).
B. Economic Costs

22. A key prablem of Nicaragua’s tax system is its lack of neutrality. Because
different economic sectors do not receive the same tax treatment, relative prices and
intersectoral rates of return are affected and resource allocation is distorted. Tax policy
rewards certain sectors, with no clear economic criteria, leading inter alia to unproductive

©International Monetary Fund. Not for Redistribution
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rent seeking and corruption. Moreover, several studies of the Nicaraguan tax system® have
peinted to a significant anti-export bias because the tax incentives are predominantly oriented
to the production of goods and services for the domestic market.

23. Tax exemptions also introduce different treatment by population group and
ecenomic sector, leading to an inequitable tax sysiem. These distortions are illustrated by
the fact that the contribution of some economic sectors to tax revenues are far different fiom
their share in GDP (Table 3). For example, agriculture and mining contributed only

1.1 percent of total taxes in 2001, while its share of GDP was 33.7 percent; and the
construction sector contributed 1.8 percent of taxes, well below its GDP share of 6.3 percent.
In contrast, the manufacturing sector contributed 48.2 percent of taxes, while its share in
GDP was 14.4 percent.

Table 3. Tax Burden by Economic Sector

Beonomic Tax Burden GDP

Sector Mill. ¢f C5 Percent Mill, of CY  Percent
Agricultural and Mining Sector 35 1.1 11,447 33.7
Manufacturing 2,424 482 4 898 14.4
Electricity 276 5.5 373 L.1
Construction 89 1.8 2,153 6.3
Trade and Transport 1,188 23.6 8,769 25.8
Financial and Services 997 19.8 6,337 18.7
Total 5,028 184.0 33,976 100.0

Seurce : Iier-American Development Bank (2002).

C. Tax Reform

24.  Improving efficiency of resource allocation and equity of the tax system in
Nicaragua requires a significant widening of the tax base. To achieve this objective, FAD
(2000) recommended the following core measures: (1} eliminating the zero-VAT rate except
for exports; (2) reducing VAT exemptions and eliminating special regimes; (3) confining
exoncrations on imports tariffs to a few products; (4) including oil and its derivatives in the
VAT base; (5) eliminating excise taxes on approximately 940 gooeds; and (6) changing the tax
base for excise taxes on sodas and alcoholic beverages from ex-factory to retail prices. FAD
stressed that tax policy should not be used as an instrument of income distribution and
subsidization to particular economic sectors. Instead, a well-focused ¢xpenditure policy
should be used for these purposes.

¢ FAD (2000).
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25, Against this background, the authorities in 2002 embarked on a comprehensive,
two-stage tax reform. The first stage was approved by the National Assembly in Augnst
2002, yielding about 2.1 percent of GDP on an annual basis. The following main measures
were included: (1) reduction of revenue exemptions for a number of sectors and activities,
such as the financial system, financial NGOs, interest on saving accounts of the corporate
sector, lottery prizes; transactions of agricultural goods; (2) increased tax withholding for
several activities (professional services; occasional gains; trade on goods and services;
leasing, wood exploitation}; {3) a new minimum tax payment for small traders; (4} a new
presumptive tax for casinos and bingos; (3) an mcrease of the tax base for excise tax on sodas
by changing the reference price from ex-factory to retail price; (6) reduced scope of
accelerated depreciation; (7) gradual elimination preferential VAT rates for air tickets and
cement; and (8) elimination of exonerations on imports of a large number of goods.

26. ‘While these measures broadly followed FAD recommendations, the first stage of
the reform fell short on the issue of zero-rate VAT. While the original plan was to reduce
zero-rated products significantly, the government withdrew this proposal before discussion
by the National Assembly. Subsequently, the National Assembly decided to increase the
number of zero-rated VAT products included in the “basic consumption basket” (from 19

to 53). As a result, the approved package fell short of the original revenue target (3 percent of
GDP), and an important part of the intended improvement in efficiency and transparency of
the tax systern was not achieved.

27. The second stage of the tax reform, to be implemented by mid-2003, is now
expected to make up for the shortfall of the first stage. 1t is targeted to yield 1 percent of
GDP on an annual basis and further improve efficiency, including by additional reduction of
import tax exemptions and limiting the zero-rate VAT regime to only exports. To mitigate
the social impact, the authorities are planning to use direct and well-targeted spending
programs to help the most vulnerable groups of the population. The second round of the
reform is also expected to include (i} a considerable reduction of the number of products
subject to excises; (11) an expansion of the income tax bass; and (iii) inclusion of oil and its
derivatives in the VAT base, compensated by a reduction in excise taxes.
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Nicaragua—Main Taxes

Tax Tax Base Deductions and Exemptions Rates
1. Income and profit tax
[fmpuesto o los ingresos y a
las panancias]
1.} Income tax on corporations | Current income: Deduetinns: 3( percent

and enierprises (legal entities)
[fmpuesta sobre la renta a
COYDOrACIONes o empresas
(Personas Juridicas)]

Lecal sales or exports.

Service provision.

Leasing.

Non-exempt businesses.
Nonrecurrent income:

Transfers of personal and real property,
Prizes, raffles, eic.

Transfers of shares.

Capital gains.

Inheritances, bequests, and grants.
Special income:

Case of nenresidents or non-domiciled
parties.

Activities subject to presumptive income,

1. Expenditure paid or incurred during the tax year in any
taxable business or activity, such as wages or other
compensation for personnel services actually provided,
leasing, insurance premiums on present and future
preducts and output, advertising and other payments or
charges deemed necessary or essential to their production
and to the existence or sustainability of any source of
income generation;

2, Interest paid or incurred during the tax year on debts
payable by the taxpayer, provided that these debt amounts
have been invested or used in the production of taxahle
income. If taxpayers also receive tax-exempt interest, they
may only deduct the interest paid in excess of the
exempted amounts;

3. The cost of sales of the goods or merchandise produced
or procured in any taxable business or activity;

4, Qutlays by the taxpayer to provide its employees with
services free of charge for their cultural development and
material well being, such as maintenance and repair of
housing, health services, cultural promotion and other
similar services;

5. The actual cost of the contributions paid cr assumed by
the taxpayer for premiums of peyments to provide
insurance coverage for its employees, up te the amount

©International Monetary Fund. Not for Redistribution
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Tax Tax Base Deductions and Exemptions Rates

established by law and, failing that, up to 10 percent of
their salaries or wages:;

6. Amounts paid out by taxpayers to their employess as
bonuses, gratuities, or profit sharing:

6.1 When said employees are members of civil or
commercial companigs, only those amounts paid as
salaries and bonuses may be deducted;

6.2 When said employees are relatives of members of
these companies or of the taxpayers or their spouses to the
fourth degree of consanguinity or second degree of
affinity, the salaries, bonuses, and profit sharing may be
deducted in either case, provided that #t is proven, to the
satisfaction of the Directorate General of Taxes, that the
work was necessary for the business to achieve its
purpose and was actually performed, and provided that
the salary, bonus and profit sharing, as applicable, is
commensurate with the quality of the work performed and
the size of the business, and comparable with the amounts
paid by companies in the same line of business, region,
and with the same volume of tumover that do not have
such family connections;

7. Losses resulting from duly documented bad loans;

%. Losses resulting from the destruction, breakage,
removal, or misappropriation of the elements invested in
income generation, provided that they have no insurance
or other indemnity coverage;

9. Amortization or depreciation amaounts needed to renew
or replace deferred assets and those subject to
depreciation, such as organizational expenditure,
improvements to leased property, buildings, machinety,
equipment, and other mevable property;

©International Monetary Fund. Not for Redistribution
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Tax

Tax Base

Deductions and Exemptions

Rates

10. Up to 10 percent of annual taxable profits donated to
the state or its institutions, municipalities, the Nicaragnan
Red Cross, fire services, nonprofit charitable, social
assistance, arts, science, education, and cultural,
institutions; and

11. Taxes payable by taxpayers, which are not indicated
in Art. 19 of the income tax law;

12. Coflee growers may deduct fromn their income tax 50
percent of their pallution-reducing equipment, and social
infrastructure works in rural areas, and 20 percent of their
investment in coffec crop renewal;

13. Tobacco and liquor companies may deduct as an
expenditure from their taxable income up to 1O percent of
iheir contribution to the Institute Against Drug Addiction
and Alcoholism; and

14. Investment in research into environmental
development and conservation, with prior certification
from the Ministry of Environment and Natural Resources
is fully deductible from the taxable income of persons or
enterprises making such investments.

Exemptions:

1. Universities and technical higher education centers,
pursuant to Article 125 of the Political Constitution of the
Republic, as well as technical/vocational education
centers. When these institutions engage in commereial,
industrial, agricultural, agroindustrial, or service provision
activities other than their intrinsic functions, the income
from such activities shall not be exempt from this tax;

2. State corporations, aufonomous entities, institutes, and
other state agencies that operate without their own capital
base;

©International Monetary Fund. Not for Redistribution
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Tax Tax Base Deductions and Exemptions Rates

3. Churches and religious denominations with recognized
legal personality, regarding their income from activities
and propetty used exclusively for worship;

4, Nonprofit civil asscciations, foundations, federations,
and confederations, with recognized legal persenality, and
nonprofit charitable and social assistance institutions.
When these agencies or inslitutions engage in
commercial, industrial, agriculiural, agroindustrial, or
service provision aclivities, the income from such
activitizs shall not be exempt from this tax. Similarly, all
organizations listed or indicated in this subsection shall
not be exempt from this tax if these legal entities engage
in the provision of financial services of any kind,
irrespective of whether they are subject to the supervision
of the Superintendency of Banks and Other Financial
Institutions. Should such organizations incur losses in the
corresponding fiscal peried, the provisions of Article 29
of the Income Tax Law {modalities for payments, refunds,
and credits) shall apply.

3. Artistic, scientific, educational, and cultural
institutions, labor unions, provided that they are not for
profit. When these institutions or unions engage in
commercial, industrial, agricultural, agroindustrial, or
service provision activities other than their intrinsic
functions or those envisaged in Art, 225 of the Labor
Code in the case of uniots, the income from such
activities shall not be exempt from this tax. Similarly,
income directly related to the core functions of the fire
services and Nicaragnan Red Cross shall be exempt;

6. Legally established cooperatives. In the event that they
distribute their surplus, the ameounts distributed te
members of or participants in the cooperative shall be
considered part of the latter’s personal income and they
shall be required to pay income tax as established in this
law and its repulations;

©International Monetary Fund. Not for Redistribution

_EE_

XIANAddV



Tax

Tax Base

Deductions and Exemptions

Rates

7. Enterprises located in free zones are fully income tax
exempt during the first 10 years and 60-percent exempt
from year 11 cnwards;

8. The tourism law envisages a reduction in income tax by
type of investment (between 30 percent and 100 percent
for 10 years for new hotels and for established hotgls that
increase their investment by 35 percent, and this is
extended for an additional 10 years for new hotels if they
subsequent]y increase investment by 35 percent); those
investing in protecicd areas are allowed to deduct 100
percent of their investment from their ncome tax, Some
investmenis in fourism services are given the same
treatment as hotels (for example, golf courses),

9, Some investments in hospitals have the same
arrangement as for hotels; and

10. River navigation firms arc exempt from income tax
for 10 years;

1.2 Persenal income tax
[Impuesio sobre la renta a
personas natwrales)

Ordinary income;

Salaries and other compensation.

Other ordinary income is described in
point 1.1.

Extraordinary income:

Transfers of personal and real property.
Inheritances, bequests, gifls, and the other

extraordinary income described in point
1.1.

Deductions:
1. Wage earners — None.

2. Eaterprises — The same as for the legally incorporated
companies in point 1.1.

Exemnptions:

1. Diplomatic and consular representatives from foreign
countries with respect to their official compensation,
provided that there is reciprocity;

2. Representatives, officials, or employees of international
institutions with respect to their official compensation,
when such exemptions are included in the corresponding

See Table No. 1

©International Monetary Fund. Not for Redistribution

_-.FZ-

XIANAddY



agreement or treaty,

3. Remuneration received by individuals residing abroad
that occasionally provide technical services to the state or
to official institutions, provided that such rernuneration is
paid by governments or foreign or international
institutions, and

4. Retirement pensions are income tax-exempt.

2. Social security contributions
[Comribuciones a la seguridad
sociaf)

For employees:

The incame hase for caleulating
mandatory contributions by cmployvees
shall be the monthly salary or disability
subsidy their earn. This base may be no
less than the current legal minimum wage,
gxcept in the case of apprentices, farm
workers, domestics, and others whose
income is below that minimum wage.
Members with two or more jobs shall
make contributions to their retirement
savings account on the basts of the sum of
all wages earned. For INSS disability
pensioners as a result of occupational
hazard, the income base for the
contribution shall he the pension.

For self-employed persons:

The income base used to caleulate the
contributions of self-amployed persons
shall be the monthly income they declare
to the tax administration, which shall in
no event be less than the current monthly
legal minimum wage. Self-employed
persons shall be responsible for full
payment of the contributions refetred to in
Art. 17 of the Law on the Pension Savings
System.

See Table No. 2
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Tax

Tax Base

Deductions and Exemptions

Rates

3. Property tax {Impuesto a la
propiedad]

3.1 Muzicipal real property tax
[Impuesic sobre Bienes Inmuebles
IBI fImpuesto dz cardcter
muisnicipai))

The 1Bl is levied on real property located
in the land district of each municipality in
the Republic and its possessions at
December 31 of each tax year.

Exemptions:

Exempt from the payment of the IBI is the state and its
institutions, autonomous cntitics, municipalitics,
diplomatic missions, headquarters of international
organizations, churches, religious denominations,
temples, and units used for religious purposes. Also
exempt {from the 1B, but with the obligation to file tax
returns as a requirement for obtaining the respective credit
against the tax on the personal property they posses
exclusively in connection with their functions, are the
following: municipal associations, agricultural and
agroindustrial cooperatives for the first two vears after
they are legally established, indigencus communities,
nonprofit charitable and social assistance institutions,
retirees with respect to taxes on their residence (provided
that the retiree or his'her spouse or companion in a stable
union own or have the use of the property), universities
and technical higher education centers, cultural, scientific,
sporting, and artistic institutions, labor unicns and
associations, professional associations of guilds (not for
profit), enterprises operating in industrial export
processing zones, fire services,; and persons whose houses
have a value not exceeding the amount authorized by the
Municipal Council, which may not be less than
C$10,000.00 or more than C$40,000.00.

The IBI rate shall be
1 percent of the
assessed value of the

real praperty.

4. Tax on goods and services
[Impuesto a los bienes y servicios)

4.1 Value added tax (VAT)

Individuals, legal entities, and economic

No tax shall be paid, therefore the rate shall be Q)

15 percent in
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Tax

Tax Base

Deductions and Exemptions

Rates

[fmpuesio al valor agregado

(1GV)]

units engaged in the acts or activities
indicaled in this law shall be subject to the
provisions established herein. These
provisions cover the state, autonomous
entities, institutes, and other state
agencies, the municipalities, and
autoromous regions of the Atlantic Coast.

In the case of transfers, the tax base shall
he the agreed or billing price phis any
additional amounts for other taxes, duties,
mterest, or any other concept. In the
absence of a price, the market value shall
be used or, failing that, the appraised
value.

In service provision, the tax base of the
VAT shall be the value of the
consideration plus any additional amounts
for taxes, interest, or any other concept,
excluding tips, where applicable. When
the provision of a taxable service
necessarily includes the sale of
nentaxable goods, the tax shall be levied
on the combined value of the service
provided and the sale.

Regarding the use or enjoyment of goeds,
the tax base for the VAT shall be the
value of the consideration plus any
additional amounts for other taxes, duties,
expenditure on maintenance, construction,
refunds, interest, or any other concept.

Regarding goods imports, the tax base of
the VAT shall be the ¢.i.f. value plus any
additional amounts for other taxes, be
they tariffs, excises, or nontariff duties

percent, in the following cases:
1. Exports.

2. Transfers of ipputs, raw materials, intermediate goods,
and capital goods, to enterprises covered under free zone
arrangements.

3. Transfers and imports of rice; sugar; tortillas; eggs;
milk; beans; chicken meat; ground coffee; edible oil; salt;
fresh, refrigerated, or frozen meat; pork legs; fresh fish;
full cream milk; local artisanal cheese; tomaioes; onions;
cabbage; potatoes; ripe plantains; green plaintains; bread;
coarse and fine roaster maize flour; washing soap;
detergent; toothpaste; matches; brooms, toilet paper; toilst
soap; sanitary napking; house rents; local deodorant;
toothbrushes; butane gas up to 25 pounds; urban public
transportation; local men’s pants; local men’s shirts; iocal
underpants; local socks; local men’s shoes; local women's
blouses; local women’s pants; local women’s dresses;
local women’s panties; local women’s bras; local
women’s shoes; local complete children’s outfits, local
children’s imderwear, socks, and shoes; with the
cxception of those produced under the free zone
arrangement.

3. Energy and electricity supply for home consumption if
less than or equal to 300 Kw/hour monthly.

4. Supply of drinking water, not carbonated or enhanced,
excepl ice.

VAT shall not be included in the taxable value.
VAT shall not be levied on the following transfers:

1.Currency, lottery tickets, equity and other securities,
except for certificates of deposit that include the

general, except in
the following cases:

1. 0 percent on
exports and basic
goods.

2. 10 percent on air
transport abroad; 15
percent from 2043.

3. 5 percent on
impaarts of non-
pulverized clinker
and gray cement,

7 percent in 2003,
10 percent in 2004,
12 percent mn 2005,
and 13 percent In
2006.
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Tax

Tax Base

Deductions and Exemptions

Rates

collected at the time of importation, and
the other expenses reflected in the
customs clearance binder or the
corresponding customs form. The same
base shall be used when the importer is
exempl from tariffs not VAT. The value
used for imports for own use or home
consumption shall be established in
accordance with the preceding paragraph
plus the percentage for marketing,
determined in accordance with the
regulations or administrative provisions
issued by the Ministry of Finance. The
value used for the imporis referred to in
the second paragraph of Art. 19 of the
VAT law shall be the transfer value of the
goods,

possession of goods subject to VAT if transferred.

2. Crude or partially refined or constituted petroleum, as
well as petroleum derivatives included in Annex IIf of
Decree No. 25-94 of May 25, 1994, Establishment of
Amnnex 1] of the excise for petroleum and its derivatives
subject to that excise as a global or smgle tax [impuesto
coniglobado o inicol.

3. Live animals and fresh fish.
4. Fruit, legumes and vegetables.

5. Maize, sorghum, maize and wheat flour, and iraditional
sweet bread;

6. Imporls or transers of books, brochures, magazines,
school and scientific materials, newspapers, and other
periodical publications, as an sxpress constitutional rule.

7. Imports or transfers of medicine, vaccines, and serum
for human consumption, crthesis and prosthesis, as well
as the inputs and raw materials needed to manufacture
these products, as an express constitutional rule

8. Molasses and food for cattle, farm-yard fowl, and fish
farming animals, irrespective of their presentation.

9. Transfers of veterinary products, vitamins, and pre-
mixed vitamin compounds for veterinary use and plant
health.

19. Transfers of insecticides, pesticides, fungicides,
herbicides, defoliants, manure, fertilizers, seeds, and
biotechnology products for agricultural or forestry use.

L1. Transfers of medical, surgical, orthedontic, and
diagnostic instruments and equipment for human
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Tax Tax Base

Deductions and Exemptions

Rates

medicine.

12. Transfers of goods produced by enterprises operating
under the free port arrangement to persons entering or
leaving the country.

13. Energy and electricity supply nsed for irrigation in
agricultural activities.

14. Transfers of ownership of real property; and
15. Transfers exceuted at international or Central
American fairs promoting the development of the

agricultural sector.

The provision of services in general shall be subject to
VAT at the corresponding rate, with the exception of:

1. Medical, hospital, and laboratory services related to
human health;

2. Services of seed removal, pulp removal, drying,
packaging, peeling, husking, bark removal, thrashing,
cleaning, storage, and fumigation of agricultural products,
as well as cleaning and preparation of shellfish and fish
for export;

3. Insurance against agricultural risk and life or health
insurance of any type;

4. Meets organized with amateur sportsmen and women;
5. Domestic air land, lake, and river transport;

&. Teaching services provided by educational umits or
organizations;

7. Financial services provided by:
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Tax

Tax Base

Deducticns and Exemptions

Rates

7.1 Financial institutions, including insurance companies,
civil or nonprofit associations and foundations, authorized
by or subject to supervision by the Superintendency of
Banks and Other Financial Institutions, including the
notary’s services required to formalize contracts and
financial income from interest on fixed- or variable-term
deposits and from securities, except for insurance not
covered by Art. 14(3) of the VAT law; and

7.2 Credit card companies and other auxiliary credit
institutions, authorized by the Superintendency of Banks
and Other Financial Institutions;

8. Construction contracts for low-cost housing of up ta
60 m?,

The use and enjoyment of goods in general shall be
subject to VAT at the corresponding rate, with the
exception of:

1. Leasing of property for residential purposes, unless the
property is provided furnished;

2. Leasing of rooms or apartments for recreational
purposas under a social services or leisure plan for

workers; and

3. Leasing of land, machinery, or equipment for use in
agriculture, forestry, or aquaculture.

The following imports are not subject to YAT:
1. Goods exempted under constituticnal provisions;
2. Impotts by the diplomatic and consular corps and

international organizations duly aceredited to the country,
provided that there is reciprocity under international
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Tax

Tax Base

Deductions and Exemptions

Rates

Excise tax [Impuesio Especifico
al Consumo {IEC)]

The value to which the corresponding rate
or percentage shail apply shall be assessed
as follows:

agreements;

3. Goods for which the importation process is not
completed, which are temporarily imported, either as a
result of the reimportation of goods temporarily exported
or because the goods are in transit or subject to
transshipment. If the temporarily imported goads are
made available for use or enjoyment in the country, the
provisions of Chapter IV of the VAT law shall apply, as
appropriate;

4. The baggage and honsehold effects referred to in
custons legislation;

3. Goods not subject to this tax when transferred within
the country, except for imports of used poods;

6. Imports financed directly with bilateral or multilateral
external assistance, under current international
agreements;

7. Grants in kind awarded under current bilateral or
multilateral international agreements;

8. Grants for the branches of the Government of
Nicaragua;

9. Imports sent to the Nicaraguan Red Cross and the fire

services, for use exclusively in the performance of their
intrinsic functions.

The lollowing shall not be subject to the IEC:
1. Goods exempted under constitutional provisions;

2. Belongings of the diplomatic and censular carps and

The rates envisaged
in Annex “A” of
Law No. 257 on tax
and commercial
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Tax

Tax Base Deductions and Exemptions Rates
a}) For transfers of locally-produced international agencies duly accredited to the country, Justice and
goods, the tax base shall be the ex factory | provided that there is reciprocity under current amendments’ (See
or producer sales price, determined in intemational agreements; Annexes).

accordance with the procedures
established in the regulations 1o this law;

) For merchandise imports, the tax hase
shall be the c.i.f. valne, plus any
additional amounts for other taxes and
other expenses reflected in the import
binder or in the customs entry form.

¢) In the case of imports or transfers of
alcoholic beverages, spirits, wines, ruims,
beer, cigarettes and cigars, liquor, brandy,
carbonated beverages or carbonated
water, juices and soft drinks or sodas, the
following special provisions are
established:

1. The tax shall be assessed on the retail
price, determined in accordance with the
procedures established in the regulations
tor this law.

2. Retail prices must be reported by
manufaciurers or importers Lo the
Directorate General of Taxes (DGI) and
published by manufacturers or importers
nationally.

3. Manufacturers or importers shall be
registered as the parties responsible to the
DGI tor collecting the 1EC.

3. Merchandisc which, under currcnt customs legislation,
enters the country under customs arrangements for
temporary imports and international transif;

4. The baggage and houschold effects referred to in
customs legislation;

5. Merchandise financed directly with bilateral or
multilateral external assistance, under current
international agreements;

6. Granmts in kind awarded under corrent bilateral
or multilateral international agreements;

7. Grants allecated to the branches of the Govermment of
Nicaragua;

8. Granis to the Nicaraguan Red Cross and the fire
services, for use exclusively in the performance of their
intrinsic [unctions.

The rates sct out in
Annex [ of Decree
Na. 25-94 apply to
oil and its
derivatives.

Annex III of the IEC
established for
petroleum and its
derivatives.

The TEC collection
syslem is applied as
a global tax
[rmpuesto
conglobade] on the
price. (See
Annexes).
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4. {EC advance payments on imports shall
be deducted as a tax credit from the
locally collected IEC,

5. Taxes on external trade
[fmpuestos af camercio exterior]

5.1 Import tariffs [Derechos
arancelarios de imporiacion

(DAL]

The DAI is levied on the ¢.i.f. value of
merchandise originating outside the
Central American area.

Exemptions;
The contracting stales shall not grant duty free status or
import tariff exemptions, except in the following cases:

1. For the household effects of persons domiciled in the
country who were out of the country for the 24 months
preceding their definitive return;

2. Merchandise covered by current regional and
international agreements, or national laws with respect to
any purposes or activities different from manufacturing
industry, referred to in the Central American agreement
on tax incentives and its protocols;

3. Merchandise imported for the development of cottage
industry activities, small business, and export industry;

Those envisaged in
Annex “B” of Law
No. 257 an tax and
commercial justice
(Sec Annexes), as
well as the
maximum rates
established in the
timetable for
rollback of the DAI
for signatory
countries of the
Central American
Tariff and Customs
System Agreement.

{See Table No.3)
4. For eligible activities authorized by the Couneil;
5. For merchandise originating in the country and subject
to reimportation without processing of any type within a
period of three years.
6.2 Tax on goods and services This tax shall apply to all permanently Exemptions: 35 percent

originaring in or shipped from
Honduras and Colombia
[impuesto a los bienes ¥ servicios

imported goods and services shipped from
or originating in Honduras or Colombia,
including those listed in Annex “A” of

Exempt from this tax are those goods and services whose
country or origin or consignment is one of the countries
under reference, which:
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de procedencia u origen
Hondurefio y Colombiano]

the general treaty on Central Ametican
economic integration in force. [The tax
shall aiso apply] in the case of imporis or
entry of goods originating or produced in
those countries, independent of the
country of consignment. In the case of the
tmportation or entry of goods from
Honduras or Colombig, the tax shall only
apply to those goods originating or
produced in or shipped fram those
countries. The tax shall apply to the
combined amount of the c.if. value plus
the import tariffs {DAI) and the temporary
profection tariff (ATP} in force,

1. Have issued proof of entry into a public or private
bonded warchouse. Through in the report of merchandise
received in-bond (IMRA), at a time prior to the enactment
of the law,

2. Those goods exempted from the tax under the Political
Constitution of the Republic.
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11I. DEBT SUSTAINABILITY’
A. Introduction

Nicaragua's public sector debt represents a major source of vulnerability. A key objective of
the authorities” economic program is to reach medium-term fiscal and external sustainability
by addressing the underlying macroeconomic and structural weaknesses that gave rise to the
debt problem. In addition, implementation of the enhanced HIPC initiative will reduce
substantiafly the size and cost of the debt. Even so, medium-terin debt management will
remain a challenge, requiring pursuit of prudent fiscal policies and strictly limiting new
nonconcessional borrowing. While the baseline medium-term outlook is favorable, sensitivity
tests indicate that the debt reduction conld be considerably slower under a number of
alternative scenarios (including terms of trade, exchange rate, and fiscal shocks).

28, This chapter analyzes the size and dynamics of Nicaragua’s public debt and
presents a number of stress tests to illustrate the effect of alternative assumptions on the
debt dynamics. Although external deht has traditionally been at the center of attention, the
large size, short maturity and high cost of domestic debt are also a major source of
vulnerability. While at end-2001 the face value of Nicaragua’s external debt (250 percent of
GDP) was four-times the size of the domestic debt (60 percent of GDP), in net-present value
terms and after expected debt rehief under the enhanced HIPC Initiative, the external debt by
end-2003 should be down to about 63 percent of GDP, only slightly higher than domestic
debt (56 percent of GDP — Table 1), In terms of debt service, the domestic debt is already
much more onerous than extemal debt (Table 2).

B. Size and Origins of the Public Sector Debt

External debt

Flgure I Nicaragua: Stock of External Debt, End-December 2001

29.  Most of Nicaragua’s external
debt is owed to official creditors, with

multilaterals representing 37 percent of Suppiers
the total, other official bilateral Conmer i bauks
creditors 35 percent, and Paris Club

creditors about 23 percent (Figure 1).

Nicaragna was declared eligible for debt Ml
reduction under the enhanced HIPC ™
Initiative in December 2000

(EBS/00/259}. The reduction was designed

to cut the debt by 72.2 percent in net oo e
present value terms (after full application e

Nominal Value of Debt: USS 6.4 billon

Paris Ciub
23%%

7 Prepared by Corinne Delechat.
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of traditional debt relief mechanisms), in order to bring the ratio of external debt to exports
down to 150 percent. Assuming that the HIPC completion point is reached by about end-
2003, Nicaragua’s external debt is expected to be cut by about two-thirds in net-present value
terrns, to US$1.7 billion, with external debt service reduced to below US$100 million in
2004 (8 percent of exports, or 13 percent of central government revenue).®

30.  Nicaragua’s external debt problem arose as borrowing grew much faster than
repayment capacity, due to unsustainably high government spending in the late 19705
and the 1980s. By 1590, the debt stock amounted to US$10.7 billion, 40 percent of which
was in arrears. Thereafter, Nicaragua benefited from three Paris Club reschedulings

{1991, 1995 and 1998), reached a number of bilateral rescheduling agreements with non-
Paris Chub creditors, and implemented a commercial debt buy-back operation, at a 92 percent
discount, for US$1.1 billion in debt (around 83 percent of the total commercial debt offered).
These operations reduced Nicaragua's debt burden from six-times GDP at the end of 1993, to
less than three-times GDP at the end of 1999 (face value).

Table 1. Nicaragua: Public Sector Debt

2001 2002 2003 2004 2005 2006 2007

Stoek of public debt

[n milliens of US$ 1/ 7.898.0 632890 40162 48519 49815 35,0404 5,056.0

As percent of GDP 1/ 31101 246.1 184.7 176.4 166.7 158.3 149.1

In millions of US$ 2/ 58329 44456 31722 3,165.7 3,186 32257 32198

As percent of GDP 2/ 2290 1729 119.2 1128 106.6 101.3 94.9
Stock of external debt 3/

[n millions of US$ 1/ 6,3740 47450 3,4202 3,590.9 3,720.9 3,846.4 3,966.0

As percent of GBP 1/ 2503 1845 128.8 128.0 124.5 120.0 116.3

[n millions of US$ 2/ 43089 28016 1,683.2 1,804.7 1,925.3 20317 3,129.8

As percent of GDF 2/ 169.2 1113 63.3 64.3 04.4 63.% 62.8
Stock of domestic deht (accrualsy

In millions of US§ 1,524 1,583.0 1,487.0 1.36L.0 1,261.0 1,194.0 10900

As percent of GDF 59.8 6l.6 359 48.5 422 373 321
Exports of gonds and
nonfinancial scrvices 938.4 9371 1,034.1 1,146.7 1,267.6 1,402 2 1,535.1
GDP 2,5469 25714 2.661.4 2,806.4 2,989.3 3,184.2 3,391.9

Sourges: Ceniral Bank of Nicaragua, Ministry of Finance; and Fund staff estimates.

1/ External debt in nominal terms,

2/ External debt in NPV terms. Preliminary projections based on revised aggregaic dala, not strictly comparable to decision
point projections.

3/ External debt stoek presented after debt relief, assuming a Cologne flew rescheduling after approval of a new PRGF
arrangement, and a stock operation at end-2003.

¥ After approval of the PRGF, a flow rescheduling on Cologne terms (90-percent reduction in
pre-cutoff date eligible maturities) is expected to be granted by bilateral and commercial
creditors. Upon reaching the HIPC completion point, a Cologne stock operation is anticipated
{90-percent reduction in the stock of pre-cutoff date debt), provided all of the floating
completion point conditions are met. Debt relief by multilateral institutions is being delivered
according to the schedule described in the decision point document (EBS/00/259).

©International Monetary Fund. Not for Redistribution



-37-

Domestic debt

31.  Most of the domestic debt (US$1%% billion) is indexed to the U.S. dollar. There are
two types of domestic paper: about half of them are so-called “property indemmnization bonds
{Bonos de Indemnizacion de la Propiedad-BFIs), issued by the ministry of finance, with the
other half represented by “negotiable investment certificates” (Cerrificados Negociables de
Inversion - CENIs) issued by the central bank. CENIS have maturities of up to three vears
and carry market interest rates {currently about 14-15 percent), while BPIs are long-term
mstruments (15 years, with a ten-year grace period) with interest rates of 35 percent.

32.  The domestic debt problem arose mainly as a result of institutional weaknesses
and governance issues. In the case of BPIs, they started being issued in the early 1990s to
compensate previous owners of properties confiscated during the Sandinista regime, as ill-
defined land rights and vested interests prevented alternative solutions. Out of a total of
US$817 millien of BPIs that have been approved for issuance by the ministry of finance, so
far US$637 million have been issued. While these debts start mamring in 2004, maturitics
become significant after 2007. CENTs bancarios were issued by the central bank (1) to mop
up the liquidity created in supporting public sector banks in financial difficulties; and (ii) to
cover the difference between performing assets and liabilities of insolvent private banks that
were intervened and absorbed by other private banks in 2000—01. These new placements
amounted to about 20 percent of GDP.

33.  The domestic debt is a major source of vulnerability. Given its high level, short-
term maturity, and indexation to the U.S. dollar, it is subject to major exchange rate, interest
rate and rollover risk.
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Table 2. Nicaragua: Public Sector Debt Service (Cash basis) 1/

(In millions ¢f US dollars)

2001 2002 2003 2004 2005 2006 2007
Toial public sector debrt scrvice 412.% 474.0 546.2 717.9 422.1 3595 3810
Principal 2R0.9 3. 343.2 411.0 2303 2100 2347
[nterest 1230 1571 203.0 3069 171.8 1495 145,3
Public sector external debn service 1533 154.9 118.2 91.9 100.1 123.4 1386
Principal 1063 113.9 54.2 330 34.3 50.8 6l2
Interest 471 410 640 589 65.8 726 774
Public seetor domestic debt service 2596 319.1 428.Q 6260 3220 236.1 2424
Pringipal 1837 2030 289.0 378 0 216.0 1582  173.5
Interest 759 116.1 139.0 2480 106.0 769 68.9
Memerandum Items;
Total public debt service:
As pereent of exports of goods and non-financial services 440 30.6 52.8 62.6 33.3 25.0 24.8
As percent of central government revenue 724 78.6 81.4 991 34.8 422 42.6
As percent of GDP 162 18.4 205 238 14.1 1.3 11.2
External debt service:
As perpent of exports of goods and non-finangial services 163 16,5 114 80 7.9 88 S.0
As percent of central government revenuc 269 257 176 12.7 13.0 14.5 15.5
As pereent of GDP 6.0 6.0 4.4 33 33 39 4.1
Domestic debt service:
As perpent of central government revere 453 529 63 8 264 418 27.7 271
As percent of GDP 102 124 14.] 22.3 108 7.4 7.1

Sounces: Central Bank of Nicaragpa; Ministry of Finance; and Fund staff estimates.

1/ External debt service presented after debt relief The high amount of interest on domestc debt interest in 2004 reflects, zero-coupon-type bonds
ineludes coupan-type bonds falling due in that year.

C. Medinm-Term Qutlook and Sensitivity Analysis
Baseline

34, The baseline medium-term outlook is favorable, assuming implementation of
prudent macreeconomic policies and of structural reforms (Table 3), In particular:

. Real GDP is expected to increase gradually to 5 %2 percent by2007, based on a
recovery of international commodity prices, higher foreign direct and private
investment (reflecting improvements in the business environment and financial sector
reform, and the targeted fiscal adjustment). Inflation would remain low, based on
prudent fiscal and monetary policies.
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Table 3. Nicaragua: Medium-Term Economic Indicators

2002 2003 2004 20035 2006 2007

{Annual pereentage change)

GDP at constant prices 1 3 4.5 5 35 55

Consumer prices (end of period) & 6 4 4 4 4

(In percent of GDP; unless otherwise indicated)

Combined public sector overall balance -16.5 -132 9.4 -7.5 -7 5.5
{bcfore grants)
Combined public sector pverall balance 9.2 -6.3 -53 =33 -3.5 36
{after grants)
External cutrent account balance -28 -24 -19 ~18 -17 -17
Ciross international reserves (in months of 22 25 27 3 3 3
imports}
Strengthening of central bank pasition 20 100 -15 120 70 a3
(flows, TIS$ million)

Increase in MIR () -13 30 0 50 50 50
Net repayment of central bank 33 70 -15 70 20 15

domestic debt (+) 1/

Sources: Central Bank of Nicaragua; Ministty of Fingnee, and Fund staff cstimates,

1f Includes debt denominated i and indexed o the U8, dollar.

The external current account deficit would improve gradually from 38 percent of GDP
in 2002 to 17 percent in 2007, based on continued growth in nontraditional ¢xports as
well as a recovery in international commodity prices and lower oil prices (in line with
WEOQ assumptions). The services balance would benefit from higher tourism and free-
trade zone revenues, while private remittances would remain significant.

Medium-term fiscal consolidation efforts center on tax reform, expenditure restraint
and public sector restructuring. The combined public sector deficit after grants is
targeted to decline from 9.2 percent of GDP in 2002 to about 3 % percent of GDP by
2007,

Thanks to the fiscal adjustment and exceptional resources from balance of payment
support, asset recovery and privatization proceeds, the central bank reserve position is
expected to improve significantly by 2007, to US$230 million (three months of
imports), and the domestic debt is to decline by about US$195 million.

As noted, Nicaragua's participation in the enhanced HIPC Initiative will substantially
reduce the external debt.
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35.  On this basis, the stock of total debt would decline from 230 percent of GDP in
2001 to 95 percent in 2007. Debt service would peak at 26 percent of GDP in 2004 and fall
to |1 percent of GDP by 2007, Although the debt service burden projected for the next few
years is still high, the prospect of continuous reduction in the stock and implementation of
prudent fiscal policy, with a return to primary surpluses by 2003, should help build private
sector confidence and facilitate rollovers at longer maturities and more favorable interest
rates. Progressively lower public sector debt service over the medium-term will allow the
government to expand poverty-reducing expenditures, and the repayment of debt to domestic
banks will increase the amount of credit available for domestic investment.

Sensttivity analysis

36.  The sensitivity of the projected path of public debt to a number of shocks has
been tested, nsing a methodology in line with the analytical framework developed in a
recent Board paper on assessing sustainability (SM/02/166). For total {domestic plus
external) public debt, the projections have been tested for their sensitivity to three types of
shocks (Figure 2 and Table 4).

¢ A 30-percent sustained real depreciation of the exchange rate in 2003;

* A delay in implementation of the HIPC initiative, and/ot another large issue of domestic
debt in response to banking sector problems, resulting :n a 30-percent higher stock of debt
at end-2003; and

v A higher combined public sector deficit in 2003 and 2004 (by two standard deviations of
the past five-year average, or 4.5 percent of GDP) and lower proceeds from asset
recoveries, privatizatien, and balance of payments support (by about 10 percent of GDF).

37.  These shocks would result in a stock of debt roughly 25-30 percent higher by
2007. Other scenarios examined include a higher fiscal deficit but with “exceptional”
proceeds as programmed, which would lead to a debt-to-(GDP ratio of about 110 percent
by 2007 (compared with about 95 percent of GDP in the baseline); and lower GDP growth
in 200304 (1.7 percent) resulting in a moderately higher debt ratio (100 percent).
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Figure 2. Sensitivity Tests of Public Debt Dynamics
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38. The dynamics of exfernal debt under various sensitivity tests are shown in
Table 5. In the baseline scenario, mainly because of the impact of the enhanced HIPC
initiative, the ratio of external debt to exports falls from over 300 percent in 2002 t¢ about
140 percent in 2007, and the debt-to-GDP ratio also falls steadily from 111 percent to

63 percent over the same period. Sensitivity analysis shows that if key variables were at their
average level of the past 5 years, the ratio of external debt to GDP would be much higher

in 2007 than in 2002 (by 80 percentage points) reflecting the unsustainable path of those
variahles between 1997 and 2001, The simulations also show that the projection is most
sensitive to a large, sustained depreciation. In case of a 30 percent real depreciation in 2003,
the external debt by 2007 would be about 30 percent of GDP higher than in the baseline, In
case of a deterioration in the external environment (higher oil prices as well as lower
commodity prices and private remittances)’, the debt to GDP ratio would be about

10 percentage points higher at the end of the projection peried than in the baseline scenario.
However, as mentioned earlier, in all scenarios the impact of HIPC clearly dominates and
would still lead to a steadily declining external debt to GDP ratio.

® With oil prices 50 percent higher than in the baseline in the first half of 2003, coffee prices
40 percent lower in 2003 and 2004, and annual remittances lower by 20 percent in 2003, and
10 percent in 2004
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D. Conclusion

39.  This chapter illustrates the importance of looking at total public sector debt
when assessing medinm-term fiscal sustainability, and shows that looking at external
debt in isolation of domestic debt can be misleading. This is particularly true in Nicaragua,
where domestic debt is large, costly, and mostly indexed to, or denominated in, foreign
currency. The baseline outlook is for the ratio of total public debt to GDP to decline toward
sustainable levels, mainly as a result of the HIPC initiative, fiscal adjustment, and exceptional
proceeds from privatization, asset recoveries, and balance of payments support, TTowever, the
high level of domestic debt and its sensitivity to shocks remains a vulnerability. In particular,
a large exchange rate depreciation would worsen the debt dynamics, and large domestic
maturities in the next few years are subject to roll-over risk.
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Table 4, Nicaragua: Public Sector Debt Sustainability Framework, 1997-2007

Achial Projections
1998 1995 2000 20HH 2002 2003 2004 2005 s 2007
L. Baseline Medium-Term Projections
Public debt/revenues 1/ 7319 5149  69L8 6761 4758 3316 3482 3293 3208 3008
Public debt/GDP L/ 297.1 1749 2335 2260 1729 1192 112.8 106.6 1013 949
Change in public debt/GDP -0.8 -20.2 A4 -45 =3p.1 =537 -6.4 -6.2 =53 6.4
Net debt-creating flows/GDE (3-+5) 423 412 2351 &5 -74 -0.7 =68 -7.5 52 -5.7
Overall deficit, excluding net interest payments/GDP (=primary deficit) -1.3 1.4 23 4.7 -1.9 -18 -0.8 -iB 1.1 -1.0
((r-m) - g {(J+a))( L+g toctgn))debuiGDP (8/7) 2/ 410 425 374 -143 -3.5 59 -6.0 -5.8 -5.1 47
Adjustment factor: 1+gtrtgn 12 12 12 Ll L1 L1 L1 1.1 1.1 1L
(ir - 7} -g (1+x))debt/GDP (9+10) AE2 508 442 153 59 B4 63 .63 45 52
(1 - w) times debt’GDF -34.1 -26.4 -26.4 B2 .25 -08 =50 0.4 0.5 0.6
minus g (1 + ) times debtGDP -14.1 243 -178 13 35 55 5.7 -5.9 5.1 5.8
Regidusl, incl. asset changes, privalization receipts {negative), and valuation changes in cxternal debl/GIYP (3-4} 32.6 18.9 -63 5.0 487 44 4 0.4 13 09 0.7
Memarandum items Key macro and external assumptions
Nominat GDP (in millions of cordobas) 22 26 3 M 37 40 45 49 54 a9
Real GDP growth (annual changs) 4.1 74 58 30 14 30 43 50 5.5 55
Exchange rate (cordebas per U5, doflar) 10.6 11.8 127 134 143 15.1 159 164 10.% 17.4
Nominal appreciation of local currency againg U.S., dollar -10.7 -10.4 -6.9 5.7 37 5.7 -4.3 234 29 -2.9
GDP deflator (change, in percent per year) 13.0 11.2 11.6 74 59 6.5 6.0 5.0 4.0 4.0
Average intcrest ratc on public debt (petcent per year) 1% 2.3 20 39 48 6.0 5.1 4.6 4.5 4.6
Awcrage rezl interest rale (nominal raic minus change in GDP deflator, percent) =111 -39 -9.6 -3.5 L1 -5 -09 0.4 0.5 0.6
Growth of revenues (deflated by GDP deflator, in pereent per year) 6.2 12.2 201 34 88 19 -5.8 4.9 29 54
Grawth of noninterest gxpenditure (deflated by GDP dellalor, i pereent per year) 7.6 25,9 -17.1 102 -3.6 -4.0 29 1.6 4.8 5.0
1I. Stress Tests
1. If real GDP growth rate in 2003 and 2004 is average minus two standard deviations, others at baseline 172.9 122.5 1194 .y 1073 100.6
2. T¢ public secior primary balance {in percent of GDPY in 2003 and 2(4M is average minus two standard deviations.
others at baseline 1729 1311 1313 124.2 1154 1109
3. If (2) and lpwer proceeds from privatization and asset recovery cquivalent to 10% of GOP 1729 1412 1409 1333 1267 1191
4. IT one time 30 percent real depreciation in 2003, others at haseline 3/ 1729 155.2 147.0 139.0 1322 124.3
Memorandum items:
Primary deficit (percent of GDE, average of past 5 years} 11 11 1.1 L1 il L1
Primary deficit (percens of GDP, standard deviation of past 5 vears) 2.7 2.7 L7 2.7 27 2.7
Real interest rate {(nominaf rate minus change in GDP deflator, average of past 4 years) -8.3 £3 -83 8.3 8.3 43
Reel interest ratc (rominal rafe minus change in GDP deflator, standard deviation of past 4 years) 13 3.3 3.3 33 i3 33
Wominal intetest rate (average of past 5 years) 2.5 23 25 25 2.3 25
Nominal interesl rate (standurd deviation of past 5 years} 0.9 a9 09 0.8 0.9 09
Real GDP growth rate {average of pasi 5 years} 5.1 31 31 3l 3.1 5.1
Real GDP growth rate (standard deviation of past 5 years) 1.7 1.7 1.7 1.7 17 1.7
GDP deflator {average of past 5 years) 10.5 10.5 10.5 10.5 10.5 10.5
QDP delator (standard deviation of past 5 yoars) 22 22 2.2 22 22 22

Sources; Central Bank of Nicaragua, Ministry of Finance; and staff projections.

1/ Combined public sector.
2/ Defined as: r= interest rate; x=GOP deflater, growth rate; g = real GDP growth mie.

3/ Real appreciation is approximaled by nominal approoiation against U.S. deller plus increase in domestic GDF deflator.
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Table 5. Nicaragua: External Sustainability Framework, 1997-2007

Actual Projections
1957 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
1. Baseline Medium-Term Projections
External debt/Exports ol G&S 1/ 641.9 G262 6287 485 5 A45G.1 305 5 1634 1574 151.% 144.9 138.7
External debt/GDP 1/ 260.5 2514 2381 121.3 169.2 1113 63.3 64.3 84.4 63.8 a8
Change in extemal deblVGDP -39 02 -133 -46.8 221 -579 -48.0 1.0 0.1 0.6 L0
Net debt-creating external flows/GLP {3+5+12) 240 15.7 317 1.6 17.0 18.1 10.7 7.1 8.0 7.1 4
Current account deficit, excluding interest payments/GDP 338 32.6 449 353 36.4 26.6 216 172 6.1 151 15.0
Dcficit in halance of G&S/GDP . . 542 42.5 36.4 377 34.5 31.5 297 28.1 2727
Exports of G&S/GDP 40.6 40.2 379 304 XAy 6.4 389 40.9 42.4 44.4 45,7
Imports of G&S/GDP RLT &1 921 1Y 734 741 734 ¥2.4 72.1 722 3.4
Minus net non-debt creating capifal inflows/GDP B2 8.9 -L3s -10.9 -3.2 1.8 0.8 9.0 -6.3 6.1 9.7
Net foreign direct invesiment, equity/GDP 3.8 5.0 136 10.9 5.2 7.3 9.6 2.0 6.3 6.1 97
Net portiolio investment equity/GDP 0.0 0.0 0.0 0.0 9.0 0.0 0.0 0.0 0.0 0.0 0.0
{r-g-{p+gp ) 1 +gtptgpdebt/GDP (14/13) -1.0 -3.0 0.4 -20.8 -14.2 0.7 -1.4 -1.2 -7 -1.7 ~L.0
Adjustment factor: 1+gip+ep 1.0 1.1 1.0 1.1 1.1 1.0 1.0 1.1 (.1 1.1 i
(r-g-{p+p))debl/GDP (15+16+17) -1.0 3.4 0.4 -23.2 -13.3 0.7 -1.4 -1.2 -1.8 -1.8 -1.1
r (inlerest rate) limes debt/GDP 62 4.8 3.2 i3 1.9 1.6 2.5 22 23 2.4 24
minus g (rcal GDP growth rate) times debt/GDP -14.9 -10.6 -3.7 -16.8 -14.7 2.4 3.3 -2.8 32 -3.5 =35
minus (p + gp) (p = US dollar value of GDP deflator, growth rate) times debt! 7.7 -2.6 0.9 -0.8 2.7 0.1 0.6 0.6 -0 0.7 0.0
Residual, incl. change in gross foreign assets/GGDP (3-4) -54.9 -24.9 =450 -50.4 -35.1 =760 -5H.7 -0.1 -8.0 =19 =53
Memorandum Items: Key macro and extemal assumptions
Nominal GDP {loeal curreney) 186 219 26.1 iny 342 366 40.2 445 491 538 59.1
Nominal GDP (U5 dallars) 240 2.1 22 14 25 26 27 28 3.0 32 34
Real GNP prowth (in percent per year} 51 4.1 1.5 71 7.7 14 0 435 5.0 3.5 3.5
Naminal GDP deflator {in U3 dollars, change in percent per year) 2.5 1.0 04 .9 1.3 0.1 0.5 0.9 L5 1.0 0.
External inlerest rate {percent per year) 2.1 1.8 1.3 1.5 1.0 L0 2.2 3.3 EX) 38 33
Cirowth of exports of G&S (US dollar terms, in percent per year) 227 3.9 L0 14.2 2.0 0.1 10.3 109 10.5 10.6 9.5
Growih of impurts of G&S (US dollar erms, in percent per yvear) 24.0 2.9 23.1 -2.3 -6.3 24 2.4 4.0 6.1 6.6 7.3
IL Sensitivity Analysis for Exiernal Debt-to-GDP Ratio
1. if interest rate, real GDP growth rate, USS GIXP deflator growth, non-interest cutrent account,
and non-debt Bows {in percent of GDP) are at average of past 5 years 113.6 7.5 954 110.8 125.6 143.0
2. 1€ real GDP growth rate in 2003 and 2004 is average minus two standard deviations, others at baseline 111.3 66.5 70.3 702 69.3 69.0
1. IfUS$ GDP deflator in 2003 is average minus two standard deviations, others at haseline 1113 68.5 694 69.3 68.6 68.1
4. If terms of trade shock in 2003-04 {higher oil price, lower remitiances apd exports) 13 6.7 4.7 74.5 737 Va1
5. One time 30 percent depreciation in year 2003 {-30% GDP deflator shack), others at baseling, 1113 111.2 1114 110.2 108.4 107.2
Memorandnm Lems:
Current account deficit, excluding interest payments (pereent of GDP, average of past 5 years) 366 36.6 36.6 36.6 34.6 36.6
Current account deficit, excluding interest payments (pereent of (FDP, standard devialion of pasl 5 years) 4.9 4.9 4.9 4% 4.9 4.9
Net non-debt creating capital inflows (percent of GDF, average of past 5 years) 95 9.5 9.5 9.5 2.3 9.3
Interest rate (average of past 3 years) 1.5 15 13 L.5 1.5 1.5
Interast rate (stardard deviation of past 5 years) 04 04 0.4 1.4 0.4 .4
Real GDP growth rate (average of past 5 years) 5.1 5.1 5.1 5.1 31 sl
Real GDP growth rate (standard deviation of past 5 ycars) 2.5 2.5 235 2.3 15 235
GDP deflator, US dollar terms (averaga of past 5 years) 0.7 0.7 07 0.7 0.7 0.7
GDP deflator, US dollar 1erms (standard deviation of past 5 vears) 2.3 2.3 23 2.3 2.3 2.3

Sources: Central Bank of Micaragua; Ministry of Finunce; and stafl projeciions.

1/ External debt in NPV terms.
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-46 - STATISTICAL APPENDIX

Table 1. Nicaragua: Gross Domestic Product by Expenditure

Prel.
1997 1998 1999 2000 200
(Annual percentage change at cyrrent prices)
Exports of goods and nonfactor services i74 164 12,7 22.4 2.0
Imports of goods and nonfactor services 38.8 15.3 3713 4.9 5.5
Gross domestic expenditure 21.2 16.6 314 9.2 103
Consumption 17.8 14.1 24.8 14.8 14.2
Private 210 140 25.6 15.4 12.7
Public 1/ -3.7 14.7 18.8 10.2 26.5
Gress domestic investment 346 25.4 53.1 -5.2 -1.8
Private 123.8 39.8 28.0 -15.9 2.4
Public 9.4 1.8 92.8 39 -3.2
(Annual percentage change)
Memorandum items:
Nominal GIDP 14.8 176 19.4 18.1 11.0
Real GDF 5.1 4.1 7.4 5.9 33
GDP deflator 82 3.0 11.2 11.5 7.4
Real GDP per capita 23 1.3 4.5 3.0 0.7

Source; Table 19,

1/ General government current cxpenditure minus interest payments, pensions and indemnizations, current
transfers, and "other" current cxpenditure.
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Table 2. Nicaragua: Resource Balance and Financing of Investment

{In percent of GDP at current prices)

Prel.
1997 1998 1999 2000 2001

GDP at market prices 100.0 100.0 100,90 100.0 101.0
External resource balance -41.1 -39.9 -54.2 -42.5 -41.7
Exports of goods and nonlactor services 440.6 402 379 39.3 3o.1
Imports of goods and nonfactor services -81.7 -80.1 921 -81.8 =778
Gross domestic expenditore 141.1 139.9 154.2 142.5 141.7
Consumption 109.4 106.1 110.9 107.8 110.9
Private 96.1 93.1 97.9 95.7 97.2
Public 1/ 134 13.0 130 12.1 £3.8
Gross domestic investment 317 3R 433 347 30.8
Privatc 17.4 20.7 22.2 15.8 14.6
Public 14.3 13.1 21.1 19.0 10.2
Savings k3 Wi 338 433 347 30.8
National savings 34 2.3 14 246 -2.8
Private 7.5 3.3 4.0 -1.0 1.6
Public 2/ 4.1 5.6 54 36 -4.4
Extcrnal savings 351 31.5 41.9 321 33.6

Source: Table [9.
1/ General government current expenditure minus interest payments, pensions and indemnizations, current

transfers, and "other” current expenditure,
2/ Includes quasi-fiscal losses of the Central Bank of Nigaragua.

©International Monetary Fund. Not for Redistribution



-48 - STATISTICAL APPENDLEX

Table 3. Nicaragua: Gross Domestic Product

Prel.
1997 1998 1999 2000 2001
(Annual percentage change at 1980 prices)
Real GDT 5.2 4.1 74 59 33
Primary sector 8.9 5.0 8.3 10.8 KX
Apgriculture 8.3 s 7.5 12.7 3.7
Mining 24.7 44.6 21.7 -20.0 2.5
Secondary sector 53 16 11.0 4.5 i3
Manyfacturing 3.8 21 37 2.8 2.6
Ceonstruction 11.6 10.4 47.3 16.4 5.2
Water and energy 6.0 11 Lo 2.0 2.3
Tertiary sector 2.6 37 4.2 3.2 il
Commerce 53 4.9 3.6 3.9 34
Government services -6.4 0.3 -1.0 -0.3 0.5
Transport and communications 5.3 4.7 5.7 3.8 15
Finance 4.2 4.6 49 il 3.5
Housing 4.0 2.5 4.7 4.3 4.0
Other 4.4 42 5.1 4.5 42
(In pereent of GDP at market prices)

Real GDP 100.0 100.0 1004 100.0 1000
Primary sector 29.6 299 30.1 3.5 316
Agriculre 28.5 283 284 30.2 303
Mining 1.1 1.6 1.8 13 1.3
Secondary sector 288 28.6 296 29.2 292
Manufacturing 20.8 205 198 19.2 19,1
Construction 4.7 5.0 6.8 7.1 7.3
Water and energy 32 32 3.0 2.9 29
Tertiary sector 41.6 41.5 403 39.3 39.2
Commerce 17.8 17.9 17.6 17.3 17.3
Government services 7.7 7.5 6.9 6.5 6.3
Transport and communicaticns 4% 48 48 47 4.7
Finance 3.1 31 3.0 25 29
Howsing 4.0 39 3.8 3.8 18
Other 4.3 4.3 4.2 4.1 4.2

Source: Table 18.
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Table 4. Nicaragua: Value Added in Agriculture

STATISTICAL APPENDIX

Prel.
1997 1998 1999 2000 2001

{Annual percentage change in 1980 cordobas)
Tatal 8.2 31 6.7 12.1 37
Agricnltare 9.7 51 0.1 12.5 3.2
Principal export crops 49 3.0 3.4 18.1 -6.3
Coffee 0.6 20.4 124 30.0 =83
Cotton -58.1 0.0 0.0 0.0 1.0
Sugarcane 9.2 -1.5 -2.3 2.0 -6.9
Other 249 -36.8 -27.9 226 -3
Basic grains [2.7 7.0 11.2 5.5 15.7
Other 22.0 3.3 7.0 9.3 10.9
Livestock 55 -3.2 2.2 11.2 E.0
Fishing 6.0 124 1.6 139 9.7
Forestry 32 3.3 34 36 3.6

{In percent of total)

Total 100.0 100.0 100.0 100.0 100.0
Agriculture 64.0 05.3 66.8 67.0 46.7
Principal export crops 336 33.5 34.1 359 324
Coffee 17.6 20.6 211 252 222
Cotton 0.4 0.1 0.0 0.0 0.0
Sugarcane 59 85 7.8 7.1 63
Orther 27 13 0.6 0.7 0.7
Basic grains 7.3 6.7 0.6 6.8 7.9
Other 0.0 0.0 0.0 0.0 0.0
Livestock 29.2 274 26.3 26.1 272
Fishing 58 6.3 6.0 6.1 53
Forestry 0.9 1.0 0.9 0.9 0.8

Source: Table 20.
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Table 5. Nicaragua: Value Added in Manufacturing

Prel.
1997 1998 1999 2000 2001
{Annnal percentage change in 1930 cordobas)
Teotal 39 21 3.7 28 2.6
Feod, beverages, and tobacco 35 0.8 -0.5 23 14
Textiles, clothing, and leather goods 0.8 -0.8 -6.0 -3.1 il
Wood and wood products 3.1 1.8 4.9 1.4 1.8
Paper and paper products 39 -0.8 4.1 27.3 4.2
Chernical products 5.8 2.1 23.8 335 4.5
Petroleum derivates and rubber products 05 -0.1 -2.6 48 53
Machinzry and metal products 7.8 112 35.0 1.0 6.5
Transport equipment 200 5.6 3.2 4.1 5.9
Plastics and other 10.1 16.2 4.6 5.9 6.6
(In percent of toral)

Total 100.0 100.0 160.0 100.0 100.0
Food, beverages, and tobacco 720 71.2 68.3 67.9 67.1
Textiles, clothing, and leather goods 29 | 2.6 2.4 2.5
Wood and wood products 20 29 3.0 29 25
Paper and paper products 2.4 23 23 29 2.9
Chemica! products 33 33 3.9 19 4.0
Petroleum derivatives and rubber products 4.7 4.6 4.3 4.4 4.5
Machinery and metal products 8.3 a.1 11.8 11.6 12.0
Transport cquipment 0.2 0.2 0.2 0.2 0.2
Plastics and other 32 36 3.0 7 39

Source: Table 23.
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Table 6. Nicaragua: Consumer Price Index

(Index: 1994 = 100)

1997 1998 1999 2000 2001
Fanuary 131.5 142.3 167.0 181.1 188.7
Febryary 131.6 144.3 166.4 185.0 201.2
March 131.4 145.8 163.1 186.38 201.1
April 131.9 148.9 163.8 18E.0 202.0
May 1330 151.9 166.1 189.5 204.2
June 1356 154.7 157.3 190.6 205.3
July 1376 153.0 1568.3 189.7 204.2
August 136.8 152.2 171.1 189.9 204.6
September 1358 152.8 173.5 190.9 204.9
October 136.5 136.4 176.6 193.¢ 205.2
November 1402 165.3 178.0 194.5 205.7
December 1410 167.1 179.1 196.3 206.0
Period average 135.2 152.9 170.0 189.7 203.6
Of which
Food, beverages, and tobacco 136.0 155.4 153.9 172.1 187.0
Clothing i01.9 110.9 123.9 128.3 134.3
Housing 172.4 198.9 253.3 312.5 334,35

Source: National Institute of Census and Statistics (INEC).
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Table 7. Nicaragua: Operations of the Combined Public Sector

{In percent of GDP)

Prel.
1997 1948 1999 20041 2001
I, Consolidated Nonfimancial Puklic Sectar 1/
Total revenue 34.4 a6y 357 32.5 30.8
Tux revenue of the peneral government 300 1.7 30.9 3.1 2.4
Operaling balanee of public wiility entsrprses 1.4 2.6 24 ne 05
Nonlux Tevenue 2/ 23 25 21 1.8 17
Current transfers an a.0 0.0 0. a.0
Capital revenne 0.2 01 0.3 0.1 0.0
Total expenditure 43.0 411 49.7 46.4 49.8
Current expendinne 29.6 IR0 283 273 33.2
Qf which
Interest payinents 6.2 5l 4.4 4.5 7.7
Capital expenditure and net lending 143 131 214 19.0 lo.o
Fixed capital formation 9.3 5.4 12.8 12.4 %3
Financial iavestment 0.0 Ky 0.0 0.0 0.0
Capital transfers 0 41 7.8 6.5 1
~Net lending 0.0 0.1 0.8 0.1 a4
Current account balance (eficit -} 4.6 8.4 71 51 -4
Overall halance before grants (deficit -) 2.4 -4.1 -14.1 -13.8 =194
Fareign grants 5.4 3.8 87 7.2 6.7
Overall balanee after grants (deficit -) -4.0 0.4 -5.3 -6.6 -12.45
Tuotal fimancing 4.0 .4 5.3 6.6 12.3
Rxternal financing 2.7 7% 10.8 6.5 0.0
Iaternal financing 1.4 =1.4 5.5 4.6 48
Of velde:h
Cenmal banle a.1 -4.3 =37 -1.1 ®.3
Privatizalion 0.0 0.0 a.n 0.0 0.0
1. Combined Public Sector: Overull Balance by Grgin
Current account balanee (defiecit -) 4.1 3.0 54 36 -4.4
Nonfinancial public sector 4.6 3.9 7.1 51 24
Central bank lasses 0.6 -3.3 =17 =13 -2.0
Overall balance before grants {deficit - ) =10 -7.4 -15.7 -15.4 ~21.0
Nenfinancial public sector -9.4 4.1 -14.1 -13.4 =140
Central governraent 7.8 5.2 -13.9 -14.2 -15.4
Rest of geperal government 0.3 1.1 0.7 1.6 1.6
Public uiility enterprises -1.9 0.4 0.8 -1.2 -1.2
Interagency transter discropancy Q.0 0.4 -0.1 0.1 0.0
Central bank losses -0.6 -33 -1.7 -1.5 20

Source; Tuble 33,

1/ Includes lhe gencral govamment {cenlral governmwent, the social security institute, and the municipalify
of Managua); and the public utilicy enterprises.
2/ Includes other curren: revenue of public utliny enterprases.
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Table 8. Nicaragua: Central Government Operations

(In percent of GII")

Prul.
1997 1993 1999 2000 2001
Total ¥evenue 26.3 27.0 25.% 24.4 224
Current revenue 262 26.9 258 24.5 2213
Tax revenue 249 2358 24.8 23.4 21.5
Nontax revepue 1.3 1.1 0.9 0.9 0.9
Tranatars a0 00 0.0 0.3 0.
From rest of goneral government a.0 00 0.0 0.0 0.4
From punlic utilites 0.0 0.0 0.0 0.0 0.8
Other 0.0 0.0 0.0 0.0 0.0
Capital revenus 0.1 0.1 6.0 0.9 (31}
Total expenditure 341 32.2 9.7 38.% 41.7
Current expenditure 23.7 21.6 21.8 2272 7.0
Personnel emoluments 6.3 6.2 4.5 6.1 6.6
Goaods and services 53 48 4.8 4.4 57
Iniergst payments 5B 4.6 4.4 4.3 1.7
Current trarsfers 6.3 6.0 6.0 7.1 1.0
To rest of peneral povemment 0.4 0.6 0.6 0.7 0.8
Te public utilites 0.0 0.0 0.0 0.7 0.0
Other 5.5 54 54 57 6.2
Capital expenditure and net lending 10.3 10.5 17.9 16.6 14.7
I'ixed capital formation il 58 9.0 98 T.5
Capilal oansfers 52 4.4 8.1 [i%3 %4
To rest ol general government 0.0 0.0 0.0 0.0 0.0
To municipalilies 02 0.3 1.1 07 4
Tu public utilitivs 0.2 0.2 03 .3 03
Other 4.7 8 a7 59 8.2
Nt lending ¢.0 0.4 .7 0.1 04
Current account halance (deticit -) 2.4 53 4.4 2.4 -4.6
Cverall halance before gramis (deficit -) 7.8 -5.2 -13.9 -14.2 -19.4
Foreipn grants 4.4 3.1 74 6.1 57
Overall balance after grants (deficit <) -33 -1 -6.5 3.1 -13.7
Financing 33 21 6.5 8.1 137
External 0.6 .7 108 63 53
Disbursements 5.7 10.7 13.9 9.4 7.8
Amortization -5.40 =30 -3 3.6 -4.0
Payment of arrears LR] [ R] 0.0 0.0 1.5
Tnternal 2.7 3.6 -4.4 2.9 6.9
Of which:
Central Bank of Nicarapgua. 6.1 4.3 -3.% -0.8 3.0
Privatization 0n n.n 0.0 1.8 1.5

Source: Table 27.
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Table 9. Nicaragua: Operations of the Rest of the General Government

(In percent of GDP)

Prel.

1997 1998 1999 2000 2001

Current account balance (deficit -) 0.8 1.5 1.1 1.9 1.9
Social seourity institute 0.5 1.1 0.6 1.5 1.6
Municipality of Managua 0.3 0.5 0.3 0.4 0.2
Fixed capital formaticn and net Jending 0.6 0.5 0.4 0.3 0.2
Overall balance befare grants (deficit -) 0.3 1.1 7 1.6 1.6
Social security institute 0.3 0.9 0.6 1.5 1.6
Mumicipality of Managua 0.0 0.1 0.1 6.1 0.1
Grants | 0.0 0.0 0.0 6.0 0.0
Overall halance after grants (deficit -) 0.3 1.1 0.7 1.6 1.7
Soctal security institute 0.3 0.9 0.6 1.5 1.6
Municipality of Managua 0.0 0.1 0.1 0.1 0.1

Source: Table 30.
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Table 10. Nicaragua: Operations of the Public Utility Enterprises

(In percent of GDP)
Prel.
1997 1998 1999 2000 2001
Tatal revenue 8.0 9.2 9.4 i 24
Operating revenue 7.0 8.6 84 6.5 2.0
Other current revenue 0.2 0.3 0.5 0.2 0.1
Current transfers 0.0 0.0 0.0 0.7 0.0
From central government 0.0 0.0 0.0 0.7 0.0
Capital transfers from central governmernt 0.2 0.2 0.3 0.3 0.3
Other capital revenue 0.0 0.0 0.3 0.1 0.0
Total expenditure 9.9 9.0 10.3 8.9 3.7
Current expenditure 6.4 6.9 6.9 6.5 L.8
Qperating expenditure 5.6 5.9 6.1 6.0 1.5
Wages and salaries 1.0 1.0 1.0 0.9 G.5
Goods and services 4.5 4.9 3.0 5.0 0.9
Emplover's contributions 0.1 0.1 0.1 0.1 0.1
Intersst paymerts 0.3 0.4 0.4 0.2 0.0
Other current expenditure 0.0 0.1 0.2 0.1 0.0
Current transfers 0.4 0.4 a3 0.3 0.2
To universities and other 0.4 0.4 0.3 0.3 0.2
Fixed capital formation 3.6 2.7 33 2.3 1.9
Operating balance (deficit -) 1.9 2.6 24 0.6 0.5
Current account balance (deficit -} 1.4 2.0 1.9 0.8 0.4
Overall balance before grants {deficit -) -1.9 -0.4 -0.8 -1.2 -1.2
Foreign grants 0.9 0.7 13 1.2 1.0
Ovwerall balance after grants (deficit -) -1.0 0.3 0.5 0.0 -0.3
ENEL 0.6 0.4 0.4 0.0 -0.3
ENACAL -0.4 -0.1 0.1 0.0 0.1

Source: Table 32,
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Table 11. Nicaragua: Changes in Financial System by Origin, Destination and Financing

(T percent of GDP)
Prel.
1997 1998 1999 2004 2001
Total 7.4 6.6 213 6.9 6.9
Origin
Central bank 0.1 -1.2 18.7 -1.7 4.4
Commercial banks 1/ 12.9 7.6 5.1 93 25
NWicarzguan Investment Fund 1/ 1.1 0.2 0.0 0.2 0.0
Intrasystem float -6.7 0.0 -0.4 -0.8 0.0
Destination
Net eredit to the nonfinancial public sgctor 53 5.5 10.3 -4.4 9.2
Central government 39 -4.7 10.3 -4.0 9.5
Rest of the public sector -0.6 -0.9 0.0 0.5 -0.2
Credit to productive sectors G5 9.6 7.1 9.0 2,5
Net eredit to other institutions 0.9 0.2 2.2 0.0 -0.1
Credit to privatz seeter 8.6 9.4 49 9.0 2.6
Net other -7.4 2.6 5.9 2.4 -4.7
Finaneing
Liabilities to the private sector 21.5 6.2 5.9 59 2.8
Medium- and long-term foreign liahilities -1.0 0.3 18.7 0.2 29
Net mternational reserves (increase) 13.1 -0.1 2.1 -0.5 0.8

Scurces: Tables 34, 35, 37, and 38; and Central Bank of Micaragua.

1/ Net of central bank financing.
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Table 12. Nicaragua: Money and Quasi-Money

Prel.
1997 1998 1999 2000 2001
(Annual percentage change)
Moncy and quasi-moncy 511 10.5 11.5 1.2 3.8
Money 30.7 18.1 24.9 6.4 17.8
Currency in circulation 26.8 22.2 29.5 1.1 11.1
Demand deposits 351 13.6 19.5 12.9 24.9
(Quasi-money 56.4 9.0 9.0 0.1 1.0
Time and savings deposits 56.8 5.2 18.2 -11.1 -10.8
Negotiable Tnvestment Certificates (CENLS) 311.8 -38.0 -14.0 -23.2 -38.1
Deposits in foreign currency 40.3 20.8 8.6 5.2 5.9
(In percent of GDP})
Muoney and quasi-money 63.6 65.8 §7.9 61.3 59.8
Maney 11.4 11.4 12.0 10.8 11.4
Currency in circulation 5.9 6.1 6.6 5.7 5.7
Demand deposits 53 53 53 5.1 57
Quasi-money 52.2 543 56.0 50.5 48.4
Time and savings deposils 11.0 10.8 12.2 9.8 8.3
Negotiable Investment Certificates (CENIS) 6.4 4.4 3.1 2.0 1.1
Deposits o foreign currency 34.8 39.1 40,7 38.7 39.0
(In percent of total liabilitics ta the privaic scetor)
Money and quasi-money 100.G 100.0 100.0 100.0 100.0
Money 17.9 17.4 17.6 17.6 19.1
Currency in circulation 9.3 93 9.8 9.3 9.3
Demand deposits 8.7 g1 7.8 8.3 9.6
Quasi-money 821 82.0 82.4 82.4 209
Tune and savings deposils 17.3 16.4 18.0 16.0 13.9
Nepotiable Investment Certificates (CENIS) 10.0 6.7 4.5 3.3 1.8
Deposits in foreign currency 4.7 59.5 39.9 03.1 65.2

Sources: Tables 36 and 38; and Central Bank of Nicaragua.
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Table 13, Nicaragua: Summary Accounts of the Central Bank and the Financial System
{In milkions of cordabas, ﬂntl-uf-[:icriod stocks)

CE13.4 per USS
C310.4 per UISS C311.9 per USE C312.7 per US3 Frel,
1967 1998 998 1999 1999 2600 2000 2001
+ I Central Rank
Net idernational reserves 1,500 1,440 1,648 2,57 2,744 2371 1502 212
{In millions of USS) 144 139 139 216 216 187 187 14
Net domestic assets 1/ -403 -1M =309 837 - -1,018 -&17 =748 1,733
Nat credit to WNFPS 21,285 2043 23,058 22,044 25,317 24,675 27,459 35,216
Net credit to the financial system v 107 71 -643 -665 -455 1,178 1,256 361
CENIS, BOMEX, and TELs -3,000 -2,593 -2,388 -2,382 «2,370 =3,037 -3,108 -7,436
Moedium-~ and long-torm foreign Habilities 2/ 20,512 20,561 25,660 25627 =27,326  -27,16% -30,729  .26,080
Other 1,212 1,260 4,147 2,176 1,207 1,654 27297 -325
LisbHities to the private sector 1,096 1,340 1,348 1,735 1,735 1,754 1,754 1,949
11. Consolidated Financiai System
Wet internationnl reserves 3.874 3858 4,415 4,150 4,429 4,017 4,238 3,004
{In millions of USS) 372 mn 37 M9 349 316 316 224
Net dontestic assets 9,051 10,531 11,513 13,605 14,269 14,903 15479 17469
Wat credit to NFP3 . 20,334 19,141 - 21,831 20,459 23,625 23,403 16,116 31,183
Net cradit to cenal govermment 21,090 20,068 22,756 21.525 24,765 24,755 27536 32,200
Net aredit fo rest af public sectar 136 975 025 -1,066 -,140  -1,352 A1420 -1,017
Credit to the private sector 6,200 8,942 0210 13,004 13878 14949 17,712 13544
Mediwm- and long-t=rm foreign liabilities 2/ -20,619 20,684 -23,804Q -25,852 =17,567 -27,576 -31,163 =26,744
(Othar net assels 2,528 3,131 5,251 5,995 4,132 4,128 25814 -515
Elabilkties to the private sector 13,025 14,389 15918 17,755 18,698 18,920 19,718 20,472
Liabilities in local currenay 5,042 5,833 6,138 7,120 148 - 6978 7,118 7133
Money z2,121 2505 2505 3,127 3227 3,327 3,327 3,913
Currency in circolation 1,096 1,340 1.340 1,735 1,735 1,754 1,754 1,949
Demand depasits 1,025 1,165 1,165 1,393 1,303 1,572 1,572 1,964
Qumsi-monsy 3,821 3,329 3,634 3,992 4,220 3,651 3,791 3,219
Time end saving deposits 2,241 2,358 2,699 3,189 3,403 1,024 3,100 2,847
CENIS, BOMEX, and TELs 1,580 973 935 804 817 628 601 372
9,789 © 10,635 11,350 11,942 12,600 13,3349

Liuhilities in foreign currency

7.083 8,555

Sources: Tables 34 and 38; and Central Bank of Micaragua.

1/ Defined ag the difference between the stock of liabilities to the private sector snd the net internztiongl reserves,

2/ Iacudes allocation of SDRs,
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Table 14. Nicaragua: Destination of Financial System Credit

(In percent of total credit)

December
Prel.
1997 1998 1999 2000 1/ 2001
Total credit 100.0 100.0 160.0 100.0 100.0
Short-term 56.3 52.2 51,2 48.6 44.4
Long-term 43.5 47.8 48.8 51.4 55.6
Commercial 38.1 40.7 42.1 46.0 42.4
Short-term 1.2 17.8 17.% 21.0 16.0
Long-term 15.0 22.9 242 251 26.4
Agricultural 23.2 23.1 24.0 237 22.0
Short-term 13.7 13.6 14.7 12.1 10.6
Long-tenn 9.3 9.5 14.2 11.6 11.4
Livestock 8.2 6.4 5.0 12 3.5
Short-term 4.0 37 2.7 1.5 1.6
Long-term 4.2 2.7 2.2 1.7 1.2
Industrial 189 16.2 12.6 9.9 8.9
Short-tenn 9.7 7.0 5.0 4.5 3.6
Long-term 9.2 9.2 7.5 5.4 5.3
Housing 0.6 2.1 4.2 4.4 0.2
Other 11.0 11.5 11.3 12.8 171
Short-term 10.0 10.1 10.8 9.5 12.5
Long-term 1.0 1.4 0.4 33 4.5

Sources: Central Bank of Nicaragua; and banks liquidation boards.

1/ From 2000 onward, includcs opcrations of the banks' liquidation boards.
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Table 15. Nicaragua: Summary Balance of Payments

Prel.
1997 1998 1994 2000 2001
(In millions of 1.8, dollars)
Current account -786 -301 -1 06l 932 -970
Excluding interest cbligations -373 -38% -835 675 -724
Trade balance -704 824 -1,138 -1 003 -1,036
Exports, fo.b. 577 573 545 645 502
Imzports, f.o.b. -1,371 -1,397 1,703 1,648 -1,629
Nonfactor seevices (net) <19 11 42 -32 =23
Receipis 220 257 293 31 328
Payrnents 239 -268 -3358 -343 2333
Official interest cbligaticns 211 213 -225 =257 =247
Other current transactions {net) 238 247 304 361 338
Factor serviees (receipts) 15 26 31 3l 15
Monintersst factor services {payments) =54 =58 -62 -69 =79
Private transfers 277 279 396 400 402
Capital aceount G663 a4 876 628 558
Official (nen) 165 298 41% 334 345
Official transfers 194 194 307 310 340
Disbursements 176 264 274 195 217
Amortization 214 -148 -168 -1%59 -177
Other (net) 9 -12 2 11 -0
Other capital 498 304 460 294 193
Faoreign direct investment 173 184 300 265 132
‘Trada pre-financing {future = net) 17 174 144 -100 70
Commercial banks -39 =21 107 17 -83
CENIs 14l -128 -7 33 52
Other {post 1999 = 40% of NGO) 0 53 64 33 44
Errors and omissions 97 46 -1438 24 220
Orverall balance -122 -1%7 -183 =304 412
Change in net international reserves -58 ] -77 29 171
Of which: IMF (net) 0 22 104 21 -5
Net change in arrears (decrease -) -177 &2 151 64 -285
Exceptional financing 357 129 110 211 526
C.G/US Mexico/Venezuela/Colombia 0 4] 0 11 0
Paris Club rgscheduling 24 79 91 o8 31
Other rescheduling 333 50 19 102 465
(In percent of GDI'}
Current account ~40.0 BT | -47.9 -38.3 -33.1
Current aceount, excluding intergst due -25.2 -28.5 “37.7 277 284
Trade balance -40.3 -30R -52.3 412 -40.7
Nonfactar services (net) -1.0 0.5 -1.9 -13 -1.0
Official interest due -10.7 -103 -10.2 -106 57
Other current transaciions (net) 12.1 1.9 16.5 148 13.3
Capital account 33.7 29.2 39.6 258 219
Official (ner) 84 14.4 18.8 13.7 4.3
Private capital (net) 253 14.3 .8 12.1 7.6
Overall balance 4.2 4.5 13 -12.5 -16.2
Memoragdum item;
(ross domestic product 1,968 2,048 2213 2433 2.547

Sources: Central Bank of Nicaragua, and Fund stafl estunates,
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Table 16. Nicaragua: Trade Account Indicators

Prel.
1997 1998 1999 2000 2001
{Index 2000=100) L/

Exports, f.o.b.
Value B3 %9 85 100 92
Volume B2 84 87 100 107
Untt value 109 106 97 100 36

Imports, f.o.b.
Value B3 84 103 160 99
Volume BT 94 111 100 104
Unit value 93 80 93 100 96
Terms of trade 117 119 104 100 89

{Annual percentage change)

Exports, {.o.b.
Value 23 -1 -5 18 -8
YVolume 9 3 3 15 7
Unit value 4 -3 -8 3 -14

Imports, f.o.b.
Value 3] 1 23 -3 -1
Volume i3 ] 18 -10 3
Unit value -6 -5 [ 7 wdl
Terms of trade 10 2 -13 -4 -11

Sowrces: Central Bzank of Nicaragua; and Fund staff estimates.
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Table 17. Nicaragua: Public Sector External Debt and Debt Service

Prel.
1997 1998 1992 2000 200t
{In millions of U.5. dollars, end of period)

Total debt 6,001 6,287 6,549 6,660 6,374
Bilaterals 4,027 4,113 4,084 4,124 3,740
Multilaterals 1,657 1,897 2,170 2,260 2,343
Commergial banks 234 245 242 233 243
Other 81 29 33 41 48

(In percent of GDP)

Total debt 305 304 296 274 250
Bilaterals 205 192 185 170 147
Multilaterals 84 92 98 93 92
Commercial banks 12 12 11 10 10
Qther 4 1 2 2 2

(In millions of U.S. dollars)

Total debt service obligations 425 361 348 422 424
Principal 214 148 173 164 182
Interest 211 213 225 257 248

Deht service paid 287 229 170 188 257
Principal 139 134 104 111 127
Interest 128 95 o6 71 130

Deht service not paid 138 132 228 234 173
Principal 35 14 69 53 55
Interest 83 118 159 180 118

{In percent of GOP)

Total debt service abligations 22 17 18 17 17
Principal 11 7 8 7 7
Interest 13 10 10 11 14

Debt service paid 15 11 8 3 10
Principal 8 ] 3 5 5
Interest 6 5 K 3 5

Debt service not paid 7 6 10 10 7
Principal 3 1 3 2 2
[nterest 4 5 7 7 3

{In percent of expotts of goods and nonfactor services)

Total debt service obligations 53 43 47 44 46
Principal Z7 13 21 17 19
Interest 26 26 27 27 26

Debt service paid kh | 28 20 20 27
Principal 16 16 12 12 14
Interest 15 i g ] 14

Debt service not paid 23 16 7 4 18
Principal 11 2 8 6 6
Interest 12 14 19 19 13

Sources: Central Bank of Nicaragua: Ministry of External Cooperation; and Fund staff estimades,
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Table 18, Nicaragua: Gross Damestic Product by Sector

Prel.
1997 1098 1999 2000 2001
(In millions of cordabas at current prices)
GDP at market prices 18,601 21,881 26,130 30,858 34,142
Primary sector 6,211 7,303 8,507 10,415 11,512
Agrienlture 6,064 7.088 8,251 10,194 11,270
Mining 147 215 256 221 241
Secondary sector 3,942 4,623 5,735 6,669 7,370
Manufacturing 2,950 3,403 3,878 4,409 4,831
Construction 763 a52 1,560 1,921 2,169
Energy and water 230 266 298 339 37
Tertlary sector 8,448 9,955 11,887 13,774 15,360
Commerce 4,360 5,149 6,002 6,923 7,642
Government services 1,394 1,645 2,226 2,615 3021
Transport and communications 631 767 594 1,030 1,137
Finance 500 550 683 786 BoB
Housing 493 576 664 772 837
{Other 1,043 1,227 1,418 1,649 1,834
(In millons of 1980 cordobas)
GDP at market prices 21,494 22,368 24.018 28427 26,268
Primary sector 6,367 6,687 1,240 8,020 8,311
Agriculture 6,125 0,338 6,815 7,680 7,962
Mining 242 350 425 340 349
Secondary sector 6.181 6,402 7,107 T.427 7,669
Mamufacturing 4,479 4,575 4,745 4,880 5,009
Construction 1,009 1,114 1,640 1,811 1,905
Electricity and watet 643 714 121 736 754
Tertiary sector 8,947 9,278 9,671 9,980 10,288
Commerce 3,820 4,007 4,231 4,394 4,545
Government services 1,662 1,667 1,651 1,646 1,654
Transport and communications 1,034 1,083 1.144 1,188 1,229
Finance 6357 687 720 743 769
Housing B35 877 917 957 995
{Other 219 957 1,007 1,052 1,097

Source; Central Bank of Nicaragua,
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Table 19. Nicaragua: Resource Balance and Financing of Investment

(In millions of cordobas)
Prel.
1057 1998 1996 2000 2001
GDP at market prices 18,601 21,881 26,130 30,858 34,242
External vesource balance =646 R,733 -14,159 -13,130 -14,283
Exports of goods and nonfactor services 7551 8,787 9,904 12,124 12,370
Imports af goeds and nonfactor services -15,157 o -17,519 24,063 15,253 -26,653
Gross domestic expenditurs 26,247 614 40,289 43,948 48,524
Consumption 20,334 23,225 28,975 33,266 37,951
Privats 17,868 20,374 25,586 29,532 33,259
Public 2,486 2,852 3,389 3,734 4,722
Gross domestic investment 5,893 7,389 11,314 10,722 10,534
Private 3,237 4,525 5,753 4,873 4,991
Public 1/ 2,656 2,804 5,521 5,549 5,542
Savings 5893 7,389 11,314 10,722 10,534
Naticnal savings -640 496 364 &0l -461
Private -1,402 -729 -1,042 -313 548
Public 2/ 763 1,225 1,408 L1114 -1,508
External savings 6,532 6,892 10,950 9,921 11,494

Sources; Central Bank of Nicaragua;, Ministry of Finance; and Fund staff estimates.

1/ General govenument current expenditure minus interest payments, pensions and indemnizations,
cuirent transfers, and "other” current expenditure.

2/ Includes quasi-fiscal losses of the Central Bank of Nicaragua.
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Table 20. Nicaragua: Real Value Added in Agriculture

(In millions of 1980 cordobas)

Prel.

1997 1998 1999 2000 2001

Total 6,093 6,282 6,703 7,517 7,795
Agriculture 3,902 4,141 1,476 5,035 5,198
Principal export crops 2,044 2,106 2,283 2,697 2.527
Coffee 1,075 1,294 1,455 1,891 1,730
Cotton and cotton seed 25 8 0 0 0
Sugarcans 540 532 520 330 4494
Tobacco (black and burley) 167 79 43 54 53
Rananas 26 25 21 14 18
Sesame seed 38 18 23 24 23
Soya 82 76 55 18 12
Peanuts a2 75 167 166 197
Baslc grains 1,275 1,365 1,518 1,601 1,853
Corn 444 422 444 S0 6I6
Rice 446 495 479 445 309
Beans 267 305 520 549 034
Sorghum 118 83 75 98 94
Other 583 631 675 738 818
Livestock 1,780 1,724 1,762 1,959 2,117
Caitle 1,290 1,204 1,216 1,314 1,396
Slaughter 890 787 788 871 923
Milk production 400 417 428 443 472
Poultry 432 459 485 582 656
Hogs 59 61 62 63 65
Fishing 353 397 403 459 414
Shrimp 230 294 292 322 34
Lobster 97 75 87 112 34
Other 25 27 24 25 26
Forestry 58 60 62 G4 66

Source: Central Bank of Nicaragua,
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Table 21. Nicaragua: Export Crops and Basic Grains

(Area in thousands of manzanas; production and vield in thousands of quintals) 1/

Prel. Est.
1997/98 1998/99 1999/G0 2000/01 2001/02
I. Export Crops
Coffee
Arca 127 128 143 153 155
Yield 11 11 15 13 i0
Volume of praduction 1,430 1.439 2,083 2,063 1,550
Cotton
Arca 2 ( 0 Q o
Yield 8 0; ] 0 0
Volume of production 20 0 4} G {
Sugarcane
Area 75 76 80 73 ol
Yield 1,166 996 1,016 1,060 1,154
Volume of production 82.518 76,102 81,117 77,555 69,226
Tabacco Habana
Area 3 2 ] 1 1
Yield 20 21 23 23 23
Yolume of production 100 47 26 25 28
Bananas
Area 3 3 3 3 3
Yield 1.946 1,650 1,605 951 951
Volume of production 2/ 4,806 4,603 3,932 2,533 2,313
Sesame seed
Area 17 i1 12 17 17
Yield 4 & 8 7 7
Yolume of production 148 G 20 115 115
Soya
Area 20 26 13 ] 6
Yield 33 23 34 249 29
Yolume of production 6338 593 433 173 173
1I. Basic Grains
o
Area 333 381 365 4166 460
Yield 17 18 18 19 0
Volume of produetion 5,810 6,610 6.441 6,068 8,970
Rice
Arca 105 120 88 133 120
Yield M 32 34 29 20
Volume of production 3,580 3,803 2,98¢ 3.832 3,300
Beans
Area 193 271 296 319 320
Yield 8 12 10 12 11
Volume of production 1,574 3,280 2,959 3,810 3450
Sarghum
Arca 77 59 61 66 66
Yield 25 19 28 27 27
Volume of production 1,913 1,131 1,692 1,797 1,797

Source: Central Bank of Nicaragna.

1/ Ope quintal equals 191.2 1bs. and one manzana eguals (0.699 hectares,
2/ In thousands of hoxes (1 box cquals 42 1bs).
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Table 22. Nicaragua: Selected Livestock Statistics

Prel.

1997 1998 1999 2000 2001
Cattle
Slaughter {thousands of heads) 355.5 318.2 318.5 352.5 365
Meat productian (nzillions of pounds) 114.1 160.8 105.4 115.7 118.6
Milk production (millions of gallons) 53.5 338 573 593 632
Hogs
Meat production (rmillions of pounds) 12.0 12.4 12.6 12.9 13.3
Poultry
Meat production (millions of pounds) 744 79.9 21.0 1143 1337
Egg production (millions of dozens) 41.0 413 42.5 48.0 511

Source; Central Bank of Nicaragua.
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Table 23. Nicaragua: Real Value Added in Manufacturing

{(In millions of 1980 cordobas)

Prel.

1997 1998 1999 2000 2001

Total 4,480 4,575 4,745 4,850 5,009
Food, beverages, and tobacco 3,231 3,257 3,241 3,316 3,363
Textiles, clothing, and leather goods 132 131 123 115 123
Wood and wood products 131 133 140 142 145
Paper and paper products 107 106 110 141 146
Chemical products 146 149 185 191 200
Petroleum derivatives and rubber products 209 209 203 213 224
Machinery and metal products 373 415 3560 566 603
Transpert equipment 9 10 10 10 11
Plastics and other 142 165 173 183 195

Source: Central Bank of Nicaragua.
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Table 24. Nicaragua: Electricity Supply and Consumption

{In millions of kilowatt hours)

Prel.
1997 1998 1990 2000 2001

Generation
(iross 1,819.5 2,083.6 20692 2,103.4 23637
Net 1,578.3 1,733.8 1,935.4 1,987.6 2,235.1
Tmports 180.9 334 801 115.8 15.5
Exports 23.6 46.2 2.2 1.8 0.0
Domestic sales 1,361.9 1,391.6 1,474.4 1,502.2 1,554.1
Households 4390 450.4 458.1 447.2 450.1
Commercial 280.8 304.6 329.7 350.0 376.5
Industrial 288.8 309.0 338.1 339.6 351.5
Gavernment 609 614 741 7.6 F7.0
Irrigation 120.1 S9.1 85.2 912 §8.4
Water supply 1252 1433 155.1 159.1 1705
Fublic lighting 27.1 23.6 341 317.5 40.1

Source: Nicaragnan Electricity Enterprise (ENEL).
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Table 25, Nicaragoa: Indices of Wages and Prices

(Index: 1994 = 100)

Wominal Salaries Prices Real Wages 3/
Centmal Public  Matienal Cunsumer Basic Goods Cantral Public  National
Government Enterprise  Level 1/ Prices  Prices 2/ Government  Enterprise Level
December 1997 130.1 144.5 1389 141.0 1522 G2.0 1021 98.2
December 1998 201.2 169.8 171.4 167.1 1747 120.1 1014 102.3
Drecember 1999 2459 196.3% 203.1 179.1 185.0 136.9 e 113.1
1999
Jamuary 216.8 1698 1778 167.0 173.2 [29.5 101.4 106.2
Februarsy 2243 168.0 1781 166.4 171.6 i34.5 100.7 106.7
March 224.3 168.4 178.6 163.2 166.8 137.2 103.0 109.2
April 2253 170.1 1803 1638 i68.5 1373 103.6 109.3
May 2258 1758 1869 166.1 168.7 135.6 105.6 1123
Jme 227.6 175.6 187.4 167.3 16497 135.7 107.1 111.7
Jaly 234.4 L85.4 190.7 168.3 1717 1389 109.9 113.0
August 2442 183.3 195.0 171.1 1743 1424 106.9 113.7
September 2454 126.6 202.3 173.5 174.1 141.1 1673 116.3
Cretober 245.4 190.1 202.7 176.6 182.7 138.6 1G7.4 114.5
November 2434 1¥7.3 2029 178.0 185.0 137.8 105.0 113.7
December 2459 196.% 2031 179.1 185.0 136.9 105.6 113.1
2000
January 260.6 199.1 209.2 151.1 184.7 1435 1096 115.2
February 2621 191.7 2096 183.1 1835 141.2 10335 113.0
March 268.6 193.7 2125 186.8 187.9 143.4 103.5 113.5
Apmil 269.9 199.5 213.2 188.0 190.1 143.2 105.8 113.1
May 2689.2 1954 2133 1845 190.4 141.7 102.8 112.3
Jume 271.46 200.8 2154 190.6 190.0 1421 105.1 112.7
Tuly 2739 2047 216.7 189.7 189.1 144.0 107.6 114.0
August 274.6 2026 21382 196.0 189.7 1442 106.4 114.6
Septomber 275.1 2051 2185 190.9 191.5 143.7 107.2 114.2
October 2717 2026 22001 193.0 194.9 143.5 104.7 1137
November 278.2 202.4 220.8 194.5 196.9 142.7 103.8 113.2
December 279.6 214.3 2212 196.8 195.4 141.7 108.7 112.2
2001
January 290.4 209.6 2258 1985 201.3 1459 1053 113.4
Febroary 2924 205.7 228.2 2009 201.4 148.6 102.1 1133
March 311.8 214.0 238.4 2009 200.7 154.7 106.2 118.3
April 31589 212.6 2351 2023 200.5 155.7 1048 117.9
May 3158 214.2 2408 2038 204.6 154.5 104.3 117.8
June 3163 2204 241.2 2051 204.4 1538 107.2 117.3
July 310,60 219.2 241.7 204.4 2039 154.5 107.0 118.0
August 325.0 218.4 248.5 2043 1043 160.2 106.3 121.0
Septemher 329.5 223.5 248.6 204.9 203.6 160.4 108.8 121.0
Octber 3306 219.1 249.2 205.2 2088 160,46 106.6 121.1
November 3309 2221 249.9 206.2 208.5 160.0 107.4 120.9
Decernber 3310 235.1 250.2 206.3 207.2 160.1 113.7 121.0

Sources: Mimistry of Labor; and Ministry of Finance,
1/ Takes into account wage develupmenis in the public and privale sectors.

2/ Based an prices of 53 ifems that ave deemed essential for residents of Managua.
3/ Mominal wages daflated by the basic goods price index.
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Table 26. Nicaragua: Selected Labor Statistics

Prel.
1997 1998 1999 2000 2001
(In thousands of persons)
FPopulation 4,674.2 4,803.1 4,935.6 5.071.7 5,205.0
Labor force 1,598.0 1,661.3 1,728.% 1,815.3 1,200.4
Emploved ' 1,2699 1,441.8 1,544.2 1,634 .9 1,701.7
Primary sector 581.2 618.9 667.0 7138 748.6
Agricultyre 574.5 6092 6553 702.6 739
Mining 6.7 2.7 11.7 itz 9.6
Secondary sector 1818 191.0 2192 233.0 24410
Manufacturing 117.2 122.0 1253 130.9 131.6
Construction 58.7 63.2 §8.1 96.1 1023
Utilities 5.9 5.8 5.8 6.0 b.1
Tertiary sector 606.9 631.9 658.0 638.1 713.1
Commerce 233.8 2435 2592 2712 2798
Transport and conmumnications 45.0 46,8 49.7 518 52.9
Government scrvices 71.5 71.2 67.5 07.5 63.5
Financial services 15.6 17.4 20.1 214 226
Other services 241.0 251.0 261.5 276.2 2943
{Annual percentage change)
Unemployed 228.1 219.5 184.7 180.4 198.7
Population 2.8 28 28 238 2.6
Labor force 4.0 4.4 4.1 50 4.7
Employment 6.0 32 7.1 39 4.1
Memorantdum items:
Labor force participation
(in percent of population) 342 34.6 35.0 35.8 3e.5
Unemployment rate
(in percent of labor force) 14.3 13.2 10.7 9.9 1G.5

Sources; Ministry of Labor; Central Bank of Nicaragua; and Fund staff estimates,
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Table 27. Nicaragua: Ceniral Government Operations

(In millions of cordobas)

Prel.
1997 1598 1999 2000 2001
Tatal revenue 4,891.3 5.805.4 6,738.92 75410 7,654.0
Current revenue 4,866,8 5,886.2 6,730.3 1,537.4 7.645.6
Tux revenus 1,624.3 5,638.9 6,483 7 7.264.3 7.3%4.3
Nontax revenus 2418 2473 246.6 2731 291.1
Transfers 0.6 0.0 0.0 0.0 0.0
Other .6 (+R1] 0.0 0.0 .
Capital revenuc 24 4 19.4 8.6 33 84
Total expenditure 6,335.8 7.137.2 10,361.9 11,919.8 14,282.1
Carrent expenditure 4,411.0 4,729 8§ 5.685.8 65,8149 9,231.7
Personnel emoluments 1.176.8 1.367.2 1.697.5 18858 2,251.1
Goods and services u86.3 1.452.7 1,265.0 142008 1,944.9
Interest payments 1,071.9 1,.403.9 1.149.1 13313 2,630.8
Current transfers 1,176.0 1,306.0 1,577.2 21717.0 2.405.0
To rest of general government 814 123.2 167.5 217.1 2772
To public utilities 00 0.0 0.0 2096 .0
Cther 1,084.6 1.182.8 1,409.7 1,750.4 21277
Capital cxpenditure and net lending 1,924.7 2,307 .4 4.673.1 5,104.9 5,050.4
Fixed capital formation 95354 1,267.2 23622 3,002.2 23810
Financial investrent 0.0 0.0 0.0 0.0 0.0
Capitul trunsfers 9637 U370 2.129.1 20836 2,339.9
Te rest of general government 0.0 0.0 0.0 0.0 0.0
To municipalities 419 61.8 2977 2024 125.0
Ta public utilitics 42.6 534 781 40,9 0.6
Other 87492 8418 1,753.3 1,802 4 211472
Ned lending 5.6 832 181.% 17.0 1295
Current account balance (deficit -} 455.7 1,156.4 1,041.4 7225 -1,586.1
Overall balance beforc grants -1,444.4 -1.131.5 -3,623.1 -4,378.8 -6,628.1
{dcficit -)
Foreign prants 8217 6750 1,934 9 1,873 0 1,935.6
Overall balance after grants (deficit -) -022.7 -456.5 -1,688.1 -2,504.9 -4,692.6
Financing 0227 456.5 1,688.1 2.504.9 4,692.6
External 116.2 1,679.9 2,8207 1,935.8 1,821.2
Digbursements 1.055.2 2.343.9 3,0410 3,028.1 2.677.5
Amortization 9390 -664. 1 -811.3 -1,092.3 -1,3757
Payment of arrears
Internal 306.5 -12234 -1,1416 -891.3 23718
Of which
Central bank 1,143.7 -941.0 -1,245.2 -231.0 2,723.1
Privatization 0.0 0.4 (.0 1,460.3 4996

Sources: Minjstry of Finance, and Central Bank of Nicaragua.
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Table 28. Nicaragua: Central Government Revenue

{ln millions of cordobas)
Prel.
1997 1998 1999 2000 2001
Total revenus 4,891,3 5.905.4 6,738.9 T,.541.0 T,654.0
Current revenue 4,866.8 5,886.2 6,730.3 71,5374 7.645.46
Tax revenue 4,624.3 £,038.9 6,433.7 7,264.3 T,354.5
Diirect taxes 6795 g14.1 9758 L1697 1,2884
Tuxes on net income and profits 675.3 g10.3 9gs5.0 1,180.4 1,3027
Taxes on property 4.2 3.8 -10.2 -14.7 -14.4
Real estate 0.0 0.0 .0 .0 0.0
Net wealth 0.0 0.0 0.0 .0 0.0
Motor vehicles 0.0 (.0 0.0 .0 0.0
Other 4.2 3.3 -10.2 -10.7 -14.4
Surcharge on incormns and wealth 0.0 0.0 0.0 0.0 0.0
Taxes on goods and scrvices 31758 31,7356 4,585.4 5,080.3 5,136.7
(General value added taxes 1,480.8 2,039.2 2,617.5 2,935.0 3,079.5
On domestically produced goods and services 703.3 G31.4 1,182.9 1,404.5 1,520.6
On imported goods and services 7716 1,107.8 1,434.6 1,5304 1,558.9
Excise and seleclive consumplion laxcs 1,500.8 1,679.7 1,955.5 2,1341 20453
Petrolenm products BS8 8 1,089 4 1,33%7 1,457 4 1,3259
Beer and alcoholic beverages 231.7 196.9 236.1 288.0 327.5
Tohacco 155.1 159.6 99.6 68.8 99.8
Qther 2553 223.8 280.1 310.8 292.1
Starmp taxes 194.1 16.7 12.4 11.1 11.8
Taxes on international trade and transactions 536.7 863.7 585.7 650.5 390.2
Import dutics 536.7 X63.7 SR5.7 £30.5 580.2
ATP 235.5 457.6 104.6 03.0 407
Other import duties 281.3 4(6.1 481.1 354.6 349.5
Export duties 0.0 0.0 0.0 00 0.0
Earmarked revenue 232.3 2235.5 336.8 3638 3393
Nontax revenue 242.4 247.3 246.6 273.1 2911
Transfers 0.6 0.0 0.0 0.0 0.0
Other .6 a0 0.0 0.0 0.0
(Qther nontax revenue 241.8 2473 246.6 2731 291.1
Capital revenue 24.6 19.4 8.6 3.5 8.4
Memorandum items:
Foreign grants 821.7 475,10 1,934 9 18715 1,935.6
Total revenue and granis 5713.1 6,580.7 8,673.8 0,414.8 8,580.5

Sources: Mmistry of Finance; and Central Bank of Nicaragua,
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Table 25 Nicaragua: Central Government Expenditure and Net Lending

{In millions af cordobas)

Prel.
1997 1993 1999 2000 2001
Total expenditure apd net lending 6,3358 7,037.2 10,361.9 11.919.9 14,282.1
Current expenditure 4,411.0 4,729.8 5,683.8 6,815.0 9,231.7
Persommel emoluments 1,176.8 1,367.2 1,697.5 1,885.% 2,251.1
Wages and selaries 1,164.5 1,346.6 1,682.4 1,885.8 22511
Voluntary refirement campensations 12.4 20.6 152 0.0 0.0
Goods and services 986.3 1,0527 1,265.0 1,420.8 1,044 9
Inrerest payments 1,071.9 1,003.9 1,145.1 1,3314 2,630.8
On domestic debt 136.1 344.7 262.0 304.8 1,269.1
On external debt 6337 6592 8871 1,026.6 1,361.8
Transfers 1,176.0 1,306.0 1,577.2 2.177.1 2,359
To INSS 79.0 112.8 138.3 1733 2399
Empleyer's coniribution 76.0 109.8 135.6 173.3 239.9
State contribution 3.0 3.0 27 0.0 0.0
Social security 0.0 0.0 0.0 0.0 0.0
To municipalities 25 10.3 29.1 437 37.3
To public utilities 0.0 0.0 0.0 2096 0.0
ENEL 0.0 0.0 0.0 209.6
To rest of public sector 188.2 1241 210.1 3350 518.4
To privale sector 588.3 6697 7294 886.1 0809
O fwhich
Subsidies for exports 276.4 234.4 48.8 46,0 708
To universities 282.1 348.5 42007 470.4 563.5
To abroad 16.0 39.3 49.5 58.9 59.9
Capital expendlture 1,919.1 2,224.2 4,491.4 5,087.9 49209
Fixed capital formation 0554 1,267.2 2,362.2 3,002.2 2,581.0
Finanvial mvestment 0.3 0.0 0.0 0.0 0.0
Transfers 563.7 957.0 2,129.1 2,085.0 2,339.9
To INSS 0.0 0.0 0.0 0.0 0.0
To municipalitics 41.9 61.8 297.7 202.4 125.0
To public utilities 42.6 534 78.1 808 108
ENEL 0.0 0.0 0.0 38 323
EMNACAL 42.6 514 781 770 68.3
Ta rest of public sector 128.4 448.8 349.9 383.8 1,4353
To private sector 750.8 393.0 1.403.4 918.6 678.9
Net lending 5.6 83.2 181.8 17.0 129.5
To public utilities 0.0 832 -20.0 -20.9 a0
ENEL 0.0 83.2 -20.0 -20.9 0.0
Orcher 3.6 0.0 20017 379 139.5
Memorandum item:
Military expenditures 1/ 549.7 509.1 724.2 fd5.1 938.1

Sources: Ministry of Finance; and Central Bank of Nicaragua.

1/ Military and intemal sceurily outlays.
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Table 30. Nicaragua: Operations of the Rest of the General Government

. Frel.
1997 1908 1399 2000 2001
L Comsolidated Cperattons
(In millions of cordobas)
Operating balance (deficit -) 249.0 403.1 521.7 §02.5 8935
Social security institute 161.7 273.3 362.7 6459 780.7
Municipality of Managus _ 873 126.8 159.0 156.6 112.8
Other currant Tevenue ' 116.0 2010 146.4 i42.3 [186.1
Current transfers 0.0 0.0 0.0 0.0 4.0
Prom central governmeat 0.0 0.0 00 0.0 G.0
Dither 0.0 0.0 0.0 0.0 0.0
Interest paymenis 19.5 32.0 23.3 © 158 8.5
Othert current expenditure 173.1 206.4 303.6 1104 3798
Current (ransfers 29.9 33.8 48.5 451 - 541
Other 299 33.8 48.5 45.1 54,1
Current account balance (deficit-) 142.6 331.8 294.7 593.5 637.1
Soeial security institate 85.8 233.1 161.1 473.5 553.9
Municipality of Managua : 56.8 98.7 133.6 120.0 83.3
Capital revenue 0.0 2.5 34 1.1 14
Capita! ransfers i75 0.0 R X4 0.0 0.0
From seazal government 0.0 0.0 0.0 0.0 0.0
From res: of public sectar 17.5 2.0 0.0 0.0 0.0
Net lending -6.1 276 227 42 24
Fixed capital formation 115.4 4.5 114.6 145.9 £5.8
Social security instimte 42.7 73 - 144 217 26.9
Mmicipality of Managma 727 673 1062 84.2 589
{In percent of GDF)

Overall bulanie before gramts (deficit -) 588 232.2 186.2 484.4 555.2
Social security institute 49.8 202.5 1543 - 4516 5319
Municipality of Managoa 1.0 29.7 Lo 33.0 233
Foreign grants .8 0.0 0.0 0.0 15.4
Overall balance after grants (Meficit -} 5146 2322 186.2 484.5 570.6
Opersting balance (deficit -) ' 1.3 1.8 20 246 2.6
Social security tastitute 09 1.2 i4 2.1 2.3
Municipality of Managua 0.5 06 ' 0.6 0.5 0.3
Olber current Tevenue 0.6 0.5 0.4 1) 0.5
Current transfers 0.0 0.0 0.0 0.0 0.0
From cenirel government 00 040 .0 .0 0.0
Other 0.0 0.0 0.0 0.0 0.0
Inerest payments 0.1 0.1 01 0.1 0.0
Gther ewrent expenditite 0.3 4.9 12 140 1.1
Crrrent transfers 02 0.2 02 0.1 02
To céntrzl government 0.0 0.0 0.0 0.0 00
Other 0.2 0.2 0.2 0.1 0.2
Current account balance (defleit ) 0.3 1.5 1.1 1.9 1.9
Social secunty institute Q.5 1.1 0.6 135 L&
Municipality of Managua 0.3 0.5 0.5 04 02
Capifal revenne 1.0 0.0 0.0 0.0 0.0
Capital transfers 4.1 0.0 0.0 .0 0.0
Prom ceniral govenment 0.8 0.0 2.0 0.0 0.0
From rest ef public sector 01 0.0 0.0 0.0 0.0
Net lending 0.0 0.1 0.0 0.0 0.0
Fixed capital formaton 0.6 0.3 D.4 G.3 03
Sopial security institute 0.2 0.0 6.1 1 D1
Municipality of Manague. 0.4 0.3 04 0.3 02
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Table 30. Nicaragua: Operations of the Rest of the General Government

: Prel.
1897 1958 1999 2000 2001
(I percenl of GOF)
Overall hatance before gramts {deficit 3 0.3 1.1 Q.7 1.6 1.6
Sacial security institots 0.3 0.9 .6 | 31 i.6
Municipality of Managua Q.0 0.1 01 0.1 0.1
Foreign grants 0.0 0.0 0.0 0.0 0.0
Overall halsnce after grants (deficit -) 0.3 L 0.7 1.6 1.7
I Operations of the Municipality of Managna
(In miltiens of cordobas}
Totzl revenue 2717 324.8 405.6 409.3 4111
Operational revenne 254.2 324.8 405 .6 408.9 411.1
Tax revenue 2359 298.% 3753 346.0 350.0
Nonkex current revenue [8.3 259 303 52.9 52.1
Current tranzfers 0.0 0.0 .0 0.6 0.0
From central government 0.0 0.0 0.0 0.0 0.0
From public utlites 0.0 0.0 0.0 0.0 0.0
Capital revenue 17.5 0.0 0.0 4.4 0.0
Capital ransfers from central government 0.0 0.0 0.0 0.0 0.0
Capital trangfirs from rest of public sestor 17.5 0.0 0.0 0.0 0.0
Other capital revenue 0.8 0.0 0.0 0.4 0.0
Total expenditore YT 295.0 3737 376.3 3878
Operating expanditars 166.5 193.0 246.6 252.3 2083
Wages and salaries 100.1 : 1052 130.6 142.6 - 1706
Goods and services 32.8 76.3 04,7 040 105.9
Emplayer's centribution : 115 125 123 15.7 21.8°
Cutrent ransfers to private sector 16.5 204 206 333 29.5
Interest payments 1.0 10.6 48 34 00
Frxed capital formation 72.7 61.3 100.2 842 38.9
Financial investmant 0.0 0.0 0.0 0.0 0.0
Net lending 0.6 1.8 L5 i1 1.1
Operating batance (deficit -) 873 1198 155.0 156.0 112.3
Coyrest accounthatance (deficit -) 56.8 98.7 133.6 120.0 83.3
Overall balanee before gramts (deficit -) 1.0 .7 3.9 130 233
Foreign grants 08 4.0 0.0 0.0 15.4
Overall balance after grauts (Jeficit -) 1.8 29.7 319 33.0 387
(I percent of GDP}
Total revenue 1.5 1.5 Lb 1.3 1.2
Orerational revenue 1.4 1.5 1.6 1.3 1.2
Tax Tevenue 1.3 1.4 L4 1.1 1.0
Nontax current Tevenue 0.1 0.1 0.1 0.2 0.2
Capital transfers from central government 0.0 0.0 0.0 0.0 0.0
Capital transfers froa rest of pablic sectar .1 0.0 0.0 0.0 09
Total expenditure 1.5 . 1.3 14 1.2 1.1
Operating expenditere 6.9 1.8 09 0B 0.8
Wages and salarics 0.3 4.5 0.5 0.5 0.5
Goods and servces 03 0.3, 04 0.3 01
Employer's contribution o1 0.1 0.0 0.1 {1
Current transfers to private gector 0.1 3.1 0.1 .1 0.1
Iiterest payments 0.1 0.0 o0 0.0 0.0
Fixed capital formation 04 0.3 0.4 0.3 0.2
Financtal investment 3.0 0.0 0.0 0.0 0.0
Net lending 0.0 0.4 0.0 00 0.0
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Table 30. Nicaragua: Operations of the Rest of the General Government

Prel.
1997 1398 199¢ 2000 2001
Operating balance (deficit -) 1.5 0.6 0.6 0.5 0.3
Current aceouni balance (defici -) 4.3 0.5 &5 0.4 8.2
Oversll balance before grants {deficit -} 0.0 8.1 LY 0.1 LN
Foreign grants 0.0 0.0 .0 1.0 .0
Overall balanee after grants (deficit -} 0.0 0.1 0.1 0.5 .1
Ili. Cpemntions of the Social Security Instimts {INSS)
{In millicns of cordobas)

Total revenue 838.1 1,196.23 1,368.1 1,3415 2,2533
Sociat security contmibutions 7224 992.8 i,216.3 1.678.4 2,0958
Current revenus from investments 115.0 199.5 146.1 155.6 183.0
Other current Tevenue L1 1.4 23 6.7 3.0
Current trensfers from central government 0.0 0.0 0.0 1.0 0.0
Other current transfers 1/ 0.0 0.0 0.0 0.0 0.0
Capital transfers from central govermment 0.0 0.0 a.0 0.0 0.0
Other capital revenue 0.0 25 34 0.8 1.4

Total expendifore 788.3 293.7 1,2118 1,389.9 1,751.4
Operating expenditure 560.4 719.4 8536 1,032.6 13152
Pensions and compensations 4%83.1 595.3 654.5 Ei21 1,052.7
Administrative outays 73 124.1 199.1 2003 2624
Wages and salaries 32.3 51.2 729 854 131.2
Other 41.6 67.8 1189 105.1 1i8%
Employer's contribution 3.3 5.1 73 97 12.7
Other current expenditire 173.1 206.4 3036 3104 375.8
Other current expenditme 27 4.1 5.5 0.0 0.0
Medical setvices 170.4 2023 2981 3104 379.8
Current wansfers 10.4 13.4 219 11.8 245
Interest paymens 84 214 18.5 12.4 835

Cwrent izapsfers to contral govemment
Fixed capital formation 42.7 7.3 14.4 21.7 26.59
Net lending 6.7 25.8 4.2 1.1 235
Operating balawce (defict -} 161.7 2733 362.7 645.9 780.7
Currvent account balance (deficlt - R5.8 1331 161.1 473.5 553.9
Overall balance before gramts (deflcit -) 49.8 2025 1543 451.6 531.%
Foreign grants 0.0 0.0 0.0 0.0 0.0
Overall balance after grants (deficit <) 49.8 202.5 154.3 451.6 5319
{In percent of GDP)

Total revenne 4.5 55 2 6.0 6.7
Social security contributions 3.9 4.5 4.7 5.4 6.1
Currrent Teventie from invesimenty 0.6 0.8 0.6 0.5 0.5
Other current revenue D.0 0.0 0.0 0.0 0.0
Current transfisrs from central gavernment 0.0 0.0 0.0 0.0 0.0
Other current transfers 1/ 0.0 g.0 0.0 0.0 0.0
Capital transfers fiom temtral povemnment 0.0 0.0 0.0 0.0 0.0
Total expenditure 4.2 4.5 4.6 4.5 5.1
Operating expenditurs 3.0 3.3 33 33 38
Pensions and compensaitons 24 27 2.5 27 1.1
Administrative cotlays 04 0.6 0.8 0.6 08
Wages and salaries 0.2 0.2 G3 03 0.4
Other 0.2 0.3 0.5 03 0.3
Employers contribution 0.0 0.0 0.0 0.0 0.0
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Table 30. Nicaragua: Operations of the Rest of the General Government

Prel.

1997 1998 1959 2000 2001

Other current expenditure 0.5 4.5 12 1.0 1.1
Qther current expenditre 0.0 .0 0.0 LK1 0.0
Medical services 0.5 0.9 1.1 1.0 id
Current wansfers 0.1 a1 0.1 0.0 0.1
Interest payments 0.0 0.1 0.1 0.0 0.0
Current ransfers to central government G.0 0.0 4.0 4.0 0.0
Fixed capital formation 02 .0 0.1 0.1 0.1
Net lending 00 1 6.0 0.0 0.0
Operational batance (deficit -} 0.9 1.2 14 2.1 13
Curremt account halance {deficif .} 1] 1.1 0.6 1.5 1.6
Overall balance before grants (deficit -) 03 ¢.9 0.6 1.5 1.e
Fareign grants 00 0.0 0.0 (111 0.0
Overall balance afier gramts [deﬁﬁt ) 03 0.9 0.6 L5 L6

Sotrrees: Minjstry of Finance, Central Hank of Nicaragia; Social Security Institeie; and Muaicipality of Managua.
1/ Incindes tranfers from the Lottery.
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Table 31. Nicaragua. Consolidated Operations of the General Government

(In millions of cordebas)

Prel,
1997 1098 1599 2000 20601
Total revenue 6,001.1 7,426.6 85126 9,791.7 10,348.4
Current revepue 3.955.0 7.4047 8,500.6 9,787.1 10,338.6
Tax revenue 55823 6,930.6 B,0753 92888 0,809 4
Nontax revenue 3751 474.1 : 4253 4983 5293
Lurrent transfers 0.6 0.0 0.0 0.0 0.9
Other 0.6 0.0 0.0 00 0.0
Capital revenie 42.1 21.9 12.0 47 9.8
Total expenditure 7,384.7 - §3259 11,9454 13,686.1 16,4163
Current expendibure 5,360.7 39164 7.164.4 B471.1 11,282.6
Consumption expenditure 2,969.4 3,447.1 42011 47647 6,0453
Wages and salaries 1,300.3 1,524.6 1,910.0 2,113.7 2,552.8
Goods and seovices 1,080.8 1,196,7 1,478.6 1,6159 2,169.4
Penaions and indemnizations 483.1 5953 654.5 §32.3 1L,OsET

Central govemment state and
employers contributions 362 1304 157.9 198.8 2744
Inicrest payments 1,051.3 1,036.0 1,172.4 1,347.2 2,6323
 "Domestic 1556 1768 2833 320.6 12776
External 935.7 £59.2 8371 1L,026.6 1,361.8
Current branafers L1270 1,226 % 1,4874 20488 22141
To pubkc utilitics ' 0.0 0:0 ¢.0 2096 .0
Other o 1L,127.0 1,226.9 1,487.4 1,838.2 22141
Other omrrent expenditure 173.1 206.4 303.6 3104 3758
Fixed capital formation 1,070.8 1,341.7 24768 3,1081 2,666.8
Financial invesiment 0.0 0.0 0.0 0.0 0.0
Capital transfers 9637 957.0 2,128.1 2,085.6 2,339.0
To public utilibics 42.6 53.4 8.1 80.8 100.6
Other 5210 0903.6 2051.0 2,004.8 2,219.2
Net Jending 0.5 108 179.1 212 127.1
To public utilities 040 B3.2 =200 -20.9 0.0
To others 0.5 21.6 195.0 42.1 127.1
Curyent aceount balance [deficit -) 508.3 1,488.3 1,336.1 1,315.% 243.9
Overall balapce before grants (deficit -} -1,393.6 -8993 -3,436.9 -3.894.3 “b,067.9
Foreign prants B22.6 675.0 1,934.9 18739 1,950.9
Overall balance after grants (deficit -) -57140 -124.3 -1,501.% ~2,020.4 -4,117.0
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Table 31. Nicaragua: Consolidated Operations of the General Government

(In percent of GDP} -

1957 1998 1909 2000 2001
Total revenue 32.3 ‘ 339 326 317 30.2
{Current revenue 32.0 338 32.5 3.7 302
Tax revenue 30.0 317 30.9 30.1 28.6
Nontax revenie 2.0 2.2 1.6 L.6 1.5
Current transfers 0.0 0.0 0.0 - 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0
Capital revenue 8.2 0.1 6.0 4.0 0.0
Tatal cxpenditure 39.5 381 45.7 45.1 45.1
Curzent expenditure 288 27.0 27.4 219 279
. Consumption expenditure 16.9 I5.8 16.1 15.4 17.7
Wages and salaries 7.0 7.0 7.3 6.8 1.5
Goods and services 5.8 53 5.7 5.2 6.3
Pensions and mdemnizations 26 27 2.3 27 3l

Central povernment siale and :
- etployer contributions 05 0.6 0.6 0.6 08
Interest payments 5.9 47 4.5 4.4 1.7
Domestic 08 1.7 i1 1.0 7
External 5.0 30 14 33 4.9
Current transfers 6.1 5.6 5.7 &7 6.7
To public unlities 0.0 0.0 0.0 0.7 0.0
Other 6.1 sE 32 6.0 8.0
Other current expenditure 19 .9 12 1.0 1.1
Fixed capital fonmation 5.8 6.1 9.5 10.1 T8
Financial investrment 0.0 0.0 ¢.0 0.0 0.0
Capital transfers 52 4.4 51 6.8 6.8
To public utlities G2 0.2 6.3 0.3 ¢.3
Other 5.0 4.1 7.8 6.5 6.5
Net lending 0.0 0.5 0.7 0.1 0.4
Current account balance (deficit -) 32 6.8 51 4.3 -2.8
Overafl balance before grants (deficit -) -1.8 -4.1 -13.2 -12.6 ~17.7
Forcign grants 4.4 EN | 7.4 6.1 5.7
Overall balance after grants (deficit « ) -3.1 ~L.B 5.7 -6.5 ~12.0

Sources: Tables 27, 28,29, 30, and 31.

©International Monetary Fund. Not for Redistribution



- 81~ STATISTICAL APPENDIX

Table 32. Nicaragua: Operations of the Public Liility Enterprises

Prel.
1997 1998 1095 2000 2001
L Consolidated Operations
{In millions of cordobas)

Totad revenue 1,493.0 2.005.7 2. 4655 1,382.0 830.1
Operating revenue 1,466.0 1,877.1 22015 2,020.2 678.4
Other current revenue 44.1 75.1 1i8.1 49.4 49.6
Current transfers 0.0 0.0 0.0 209.6 0.0
From centrel government 0.0 0.0 0.0 209.6 )
Capital transfers from central povernment 42.6 _ 53.4 781 B(.8 100.6
Other capital revenue .2 0.1 67.5 220 1.5
Total expenditure 1,850.5 2,095.1 2,680 27405 1,2555
Current expenditure 1,185.6 1,504.0 1.8123 20202 607.3
Operating expenditure 1,044.6 1,297.3 1,582.! 1,848.2 5234
Whages and salaries 180.7 2102 256.5 267.6 123.0
Goods and services 8442 1,063.9 1,298.6 1,533.2 3000
Employer's contributions 19.7 232 26.9 373 31.3
Tnterest payments 56.6 85.2 104.4 313 1.0
Of which: external inferest payments 212 40.3 46.8 20.8 0.0
Qther currant expenditure ! 314 41.5 o 10.0
Cuorent transfers 7587 80.0 88.3 B&.Q 73.6
To universities and other 1/ 757 8G.0 88.3 8K.0 7.6
Fized capital formation 664.9 5911 3707 7203 647.7

Net lending 0.0 0.0 0.0 0.0
Oyperating balapce (deficit -) 36l.4 579.8 619.% 17240 155.0
Currenf account balance (deficit =) 264.5 448.2 507.6 2589 1201
Overall balance before grants {deficit - 357.6 -89.4 2175 -358.5 -425.4
Foreign prants 176.1 £50.5 3418 360.9 .2
QOverall balance after grants (deficit -) -181.5 61.1 124.3 2.3 882
ENEL -114.0 028 10L.5 -0.5 -109.6
ENACAL -67.5 -317 228 2.0 214
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Table 32. Nicaragua: Operations of the Public Utility Enterprises

Prel.
1097 1998 1959 2000 20601
II. Nicaragna Electricity Company (ENEL) 1/
(In millions of cardobas)
Tota} revenue 1,185.1 1,605.% 1,063.% L7607 194.7
Operational revenue 1,141 4 1,531.9 1,788.0 1,484.6 120.6
Curremt transfers from central government & 00 G0 209.6 0.0
Other cwtent revenue 43.5 74.0 - 934 40.7 40.3
Capital transfers from central government 0.¢ 0.0 0.0 38 323
Capital revenue g2 0.1 67.5 22.0 L5
Total expenditare 13156 1,868.7 1,895.3 1,798.5 3210
Operating expenditure 830.1 1,007.6 1,228.9 1,449.2 729
Wages and salaries 168.7 . 1203 1381 1379 339
Emplayer contributicns ’ 10.4 113 14.8 157 4.0
Goods and services 7100 B76.0 1,075.1 1,295.6 35.0
Intereat payments 56.6 852 1004 513 0.0
Cf which : external interest payments 212 40.3 46.8 20.8 0.0
Odher current expenditure 2.6 26.0 339 230 0.3
Current trensfers ] 67.0 6.1 617 49.6 6.7
Other i/ ' 67.0 761 6L.7 49.6 36.7
Fixed capital formation 3593 3738 470.4 2253 2112
Operating balance (deficit -) 311.3 5243 559.1 334 47.8
Current account balance {deficit -} 2286 4109 351.5 161.7 311
Overal balance before grants (deficit -) -130.5 32 58.6 -37.83 -126.3
Foreign grants 14,5 556 B 173 16.7
Overall balance after grants (deficit -) -114.%4 928 101.5 -0.5 -1¢9.6
{Ini percent of GDP)
Total revenne 6.4 7.3 7.5 57 0.6
Operating ravene 61 7.0 6.8 4.8 0.4
Current transfers from central govemment 0.0 a0 0.0 0.7 0.0
Other current revenue 0z 0.3 0.4 0.1 a.1
Capital transfers from central povernment 0.0 00 0o 0.0 0.1
Capital revenue 0.0 0.0 03 0.1 oo
Tota} expenditure 71 72 13 58 0.9
Operating expenditure 43 46 4.7 4.7 0.2
Weages and salaries 0.6 0.5 0.5 04 Q.1
Emplover contribirtions 0.1 o1 0.1 0.1 0.0
Goods and services 3.8 4.0 4.1 42 R
Interest payments 0.3 04 0.4 02 4.0
Of which: exiernal inferest payments 0.1 0.2 0.2 a1 Q.0
Other current expenditure 0.0 0.1 01 2.1 0.0
Current transfers 0.4 013 a2 02 01
Other 1/ 0.4 0.3 0.2 02 01
Fixed capital formation 19 1.7 . LB 0.7 0.6
Operating balance {deficit -} 1.7 2.4 2.1 6.1 0.1
Current account balance {deficit -) 1.2 1.9 1.8 0.5 6.1
Overall balance before gramts (deficit -) -0.7 0.2 0.2 -1 0.4
Foreign grants 0.1 0.3 0.2 0.1 0.0
Overall balance after grants (deficit -) 0.6 . 04 8.4 0o -0.3

1/ Starting in October 2000, includes only the operations of transmission plants and central administration mmits.
The distribution plants were finalized by end-2002.
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Table 32. Nicaragua: Operations of the Public Utility Enterprises

Prel.
1907 1998 1999 2000 2001
. Nicaragua Water and Sewerage Enterprise (ENACAL)
{In millions of cordobas)
Total revenue 3079 399.7 511.6 621.3 635.4
Operating revenue 264.6 3452 413.9 5356 5578
Other current revenus 0.7 1.1 19.7 8.7 9.3
Capital transfers from central government 42.6 334 78.1 7.0 68.3
Total expenditure 335.0 526.4 781.7 9421 934.5
Operating expenditnre 2145 2189.7 3531 399.0 450.5
Wages and salazies 710 89.9 117.5 129.7 149.2
Goods and services 1342 187.9 2235 2476 274.0
Employer's conttibition a3 11.9 12.1 217 274
Interest payments 0.0 0.0 0.0 0.0 1.0
Other current {ransfers 8.7 13.9 26.7 384 36.%
Other cinrent expenditure 6.2 54 76 97 9.7
Fixed capital [ormation 305.6 2173 400.3 495.0 436.4
Net lending 0.0 0.0 0.0 a.n 0.0
Operating balance (deficit -) 50.0 55.5 60.7 136.6 107.2
Current account halance (deficit -} 359 37.3 45.1 97.2 69.0
Overall balance before grants (defici -) =271 -126.6 «276.1 -320.7 -299.1
Foreign prants 155.6 94.9 298.9 3236 320.5
Overall balance after grants (defirit ) -67.5 -31.7 e 2.9 214
(En percent of GDP) -

Tatal revenue 1.7 18 2.0 20 1.2
Operating revenue 14 1.6 1.6 1.7 16
Cther current revenue 0.0 0.0 0Lt 0.0 0.0
Capital transiers from central government 02 02 0.3 0z 02
Total expenditure 2.9 24 3.0 a1 a7
Operating expenditure 12 1.3 1.4 1.3 1.3
Wages and salarjes 04 0.4 0.4 0.4 0.4
Goods and services 0.7 0.9 0.9 8 0.8
Employer's contribution 01 0.1 0.0 0l 0.1
Interest payments 0.0 0.0 0.0 0.0 0.0
Other current {ransfers 0.0 0.1 0.1 0.1 0.1
Other current expenditure 0.0 0.0 0.6 0.0 0.0
Fixed capital formation 1.6 1.0 1.3 1.6 1.3
Operating balance (defledt -) 0.3 03 6.2 0.4 0.3
Current accomnt alance (deficit -) 6.2 0.2 0.2 03 0.2
Overall balance before granés (deficit -) -1.2 0.6 -1.1 -1.0 .9
Foreign grants 0.9 0.4 11 1.0 0.9
Overall balance after grants (deficit -} -0.4 0.1 01 0.4 2.1

Sources: Ministry of Finance; Central Bank of Nicaragua; ENEL; and ENACAL.
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Table 33. Nicaragua: Consolidated Operations of the Public Sector
{In mt!lions of cordolbas; unless otherwise indicated)

. Prel.
1997 1558 1599 _ 2000 2001
1. Cansodidated Nonfinancial Public Scctor 1/
Total revenue . 6,406.8 8,081.6 53179 14.835.1 10,554.5
Tax revenuc of the general government 5,5823 6,930.6 80753 92888 9,809.4
Operating balance of public utflity enterprises 1514 579.8 615.8 1720 155.0
Nontax revenue 2/ 420.3 549.2 343.3 54379 578.9
Current transfers a.6 4.0 0.0 0.0 0.0
Capital revenue 423 220 79.5 267 11.3
Total expenditure 8,158.0 3.937.1 12,9922 14,308.8 17,047.8
Curment expenditure 55018 6,123.1 7.394.6 84335 11,367.1
O which: interest payments 11479 1,121.2 12727 1,398.5 2,640.3
Capital expenditure and net lending 2,656.3 2,864.0 5,587.6 58753 5,680.7
Fixed capital formation 1,735.7 1,932.8 33475 3.828.4 33144
Financist investment 0.0 0.0 0.0 0.0 0.0
Capital ransfers 921.0 003.6 2,051.0 20048 2,2392
Wet lending =05 27.6 199.0 42.1 127.1
Current account halance (deficki -} 8528 1.936.5 1,843.8 1,574.9 -823.9
Overall balance hefore grants (deficit -) -1,75%.2 905.5 -3,074.3 -4,273,7 -6,493.3
Foreign grants 998.7 g23.6 2,276.7 2,234.8 2,288.1
Overall balance after grants {deficit -) 7525 2199 13976 -20389  -4,205.2
Total financing B 7525 79.9 1,397.6 2,028.9 42052
External fmancing 459.5 1,705.2 2,822.0 1,991.7 20455
Internal financing 253.0 -1,625.3 -1424.4 -1,413.3 1,660.0
Of which: central bank 1,143.7 9410 ~062.2 -350.8 2915.8
Privatization 0.0 0.0 0.0 1,460.5 459.6
I, Combined Public Sector: Overall balance by Origin '
Overall balance befaxe grants (deficit -) 18546  -1,623.1 41132 47345 21780
Nonfinancial public segtor -1,751.2 -9055 -3,674.3 -4.273.6 -5,4983
Central government -1,444.4 -1,131.5 -3,623.1 -4,378.8 -G,628.1
Rest of general govermment 50.8 2322 186.2 484.4 555.2
Public utility enierprises -35T.6 -804 2175 -3585 -425.4
Interagency transfer discrepancy 0.0 83.2 =200 =209 0.0
Central bank losses -103.4 -T17.6 -438.9 -460.9 -679.7
{In percent of GDF)

Overall balance before grants (deficit -} -10.9 -T4 -15.7 -15.3 -214
Nonfinancial public sector 94 -4.1 -14.1 -138 -1%.0
Central government -7.8 -52 -13.9 -14.2 -19.4
Rest of general government 03 1.1 0.7 1.6 | X
Public atility enterprises -1.9 -4 -0.8 -1.2 -1.2
Interagency transfer discrepancy 0.0 0.4 BN | -0.1 0.0
Central bank losses -0.6 -3.3 -1.7 -1.5 - 2.0

Sources: Tablea 31; and 32,

1¥ Corrprises the general government and the public utility enterprises.
2/ Inchiudes other curtent revente of public utility enterprises.
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Table 34. Nicaragua: Accounts of the Central Bank

{Iz millions of cordobas, end-of-periad plocks)

C510.4 per US$ C311.9 per USS C512.7 per USS C3$13.4 per USS
Prel.
1997 1898 1998 1999 1959 2000 2040 2001
Adfjusted net international reservae 1,508 1,440 1,648 2,572 2,744 2,371 1,502 212
Poreign ageats 4,026 3,709 4,243 6,104 6,514 6,308 6.656 5,130
Foreign liabilifies 2526 2,268 2,595 3532 -3,769  -3,937 4154 4918
Net domestie sasets 24,072 23,820 28,706 18,177 29,691 30,558 34,062 36,670
Net oredit to central governmeant 21,292 20,352 23,065 22,052 25327 25,144 27847 35,589
Credits 21,480 21,027 21,819 23,830 27,026 27,085 29,990 36,164
Depasita {-) -188 675 154 SL7TE -1,699 1,951 2,043 575
Of which:
Denonimated in foreign curtency -43 =102 -212 =331 -252 -1,684 -1,774 -338
et credit 10 rest of public sector -1 -7 -7 -7 -10. -469 -4%8% 311
Credils -7 7 7 7 -10 -10 0 0
Deposits {-) o ¢ f # 0 -459 438 37
Of which:
Denonimated in foreign curency ] 0 0 0 0 -45% 806 373
Net credit to other inatitutions 1,730 1,774 2348 2,352 2,316 3284 1,843 178
Cradit to cornmercial bapks g28 808 92 110 28 1,985 2,058 1,618
Credit to the Micaragnan lvestment Fund (FND) 98 73 77 58 50 23 27 0
Net anclassified assets 132 311 3,130 3.612 1,680 1,591 2,675 13
Allocatlon of SDRs 1,1% 1,29 1.515 1,515 1,218 2,229 2353 2,353
Medinm- and long-term forelgn linbilities 19,218 19.265‘ 24,145 24,112 25097 24,936 28374 23,737
Liabliitiss to eommerclal banks 958 866 966 1,004 1,005 972 972 1417
Chirency 145 154 154 172 172 143 143 160
Deposite &05 812 312 833 833 830 830 1,257
Negotiahle investment certificates 34060 1,393 1,388 1,382 2.370 3,037 ENL 7,436
Lisbilities to the Nicaraguan Investment Fund (FNI) 14 8 a 0 0 (] 0 0
Of which:
Denonimated in forcign crency 11 0 ¢ ] 13 0 0 0
Liabilities to private sector 1,096 1,240 1,240 1,735 1,738 1,754 1,754 1,949
Currency in circulation 1,096 1,340 1,340 1,735 1,735 1,754 1,754 1,949

Source: Central Bank of Nicaragoa.
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Table 35. Nicaragua: Accounts of the Commercial Banks

([ millions of cordobas, end of period stocks)

C510.4 per USS C$11.9 per USS C312.7 per US$ C$13.4 per USE

Prel.

1997 1498 1908 1959 1999 2000 2000 201

Net internntional reserves 2,306 2,413 1,761 1,666 1,778 1,761 1,859 3,081
Foreign assels 2,768 2,863 3,276 2,748 2,911 2,498 2,636 3,773
Foreign Jisbilities -461 -451 -516 -1,082 -1,155 737 7% -693
Claims on central bank 950 966 966 1,004 1,004 972 972 1,416
Cwrrency 145 154 154 172 172 143 143 160
Deposits 805 812 812 833 233 830 330 1,256
Domestic assets 1454 9,506 18,827 13,693 14,542 16,860 18,455 17,112
Net credit to central government -202 284 -308 -527 563 -389 -410 -3,389
Net credit to the rest of the public sector -729 -918 -91R -1,059 -1,130 -Rid 932 645
Credit to private sector 6,890 8,942 10,230 13,004 13,878 14,949 17,712 13,544
Negotiable Investment Certificates (CENIS) 1,420 1,422 1,453 1,574 1,553 2,410 2,507 7,064
Net unelassified assets a74 345 370 697 303 T74 -422 538
Medinm- and long-term foreiga liahilities 107 122 140 228 241 411 434 664
Liabilities t¢ central bank 13% 57 43 62 31 1,674 2.492 1,714
Liabilifies to the Nicaraguan Investraent Fund (FNI) 515 518 719 Bol 2046 970 996 1,080
Liabilities to private sector 16,349 ‘ 12,07% 13,653 15,216 16,146 16,538 17,363 13,151
Demand deposits 1,025 1,165 1,165 1,393 1,393 1,572 1,572 1,964
Time and savings deposits 2,241 2,358 2,699 3,189 3,403 3,024 3,190 2,847
Liabilities in foreign currencies 7,083 B.555 9,789 10,635 11,350 11,942 12,600 13,339

Source: Central Bank of Niciragua.
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Table 36. Nicaragua: Accounts of the Banking System

{In miltions of cordobas, end-of-period stocks)

C$10.4 per USH 3119 per USE C312.7 per'uss (C$13.4 per 5%

Prel.

1907 1998 1998 1999 1999 2000 2000 2001

Net International reserves 3,806 3,853 4,409 4,238 4,522 4,133 4,360 3,202
Foreign assets 6,794 6,572 7,510 B,%51 9,444 8,807 5,292 8,903
Foreign liabilities 2,988 -2,719 -3111 -4,614 -4,924 4,674 4932 5611
Domestic assets 30367 31,847 33,038 40,219 42,648 43,334 47517 45004
Net credit fo central povernmerdt 21,090 20,068 22,756 21,525 24,765 24,755 27,536 32,200
Net credit to the rest of the public sector -736 -925 -325 -1,066 -1,140 1,352 -1,4200 -1,017
Net credit te other institutions 1,730 1,774 2,348 2,352 2316 2284 1,243 -178
Credit to private sector 6,830 8,942 10,230 13,004 13,278 14,949 17,712 13544
Credlt to the Nicaraguan Investment Fund (FNI) 98 75 77 58 50 23 27 0
Net unclassified assels 606 1,163 3,501 4,309 2,483 2,365 2,253 351
Interbank oat 689 752 50 48 286 o -434 -96
AHloeation of SDRs 1,296 £.296 1,518 1,515 2,229 1,229 2,353 2,353
Medinm- and long-tern foreign Habillties 19,323 19,338 24,285 24,338 25,338 15,347 2810 24,301
Llahilities to the Nicaraguan Investment Fund (FNI) 529 518 T1% 850 96 970 996 1,080
Liahilities to private sector 13,025 14,389 15928 17,755 18,698 18,920 19,718 20,471
Currency in cireulation 1,096 1,340 1,340 1,735 1,735 1,754 1,754 1,549
Demand deposits 1,025 1,16% 1,185 1,393 1,393 1,572 1,572 1,564
Timne and sa\rings dcpug its 2.241 2,358 2,699 3,‘89 3,403 3,024 3,190 2,847
Negotiable investment certificates (CENIS) 1,580 %71 935 804 817 628 601 3z
Liabilities in foreign cuurency 7,083 8.555 9,789 10,635 1£,350 1,942 12,606 13339

Sonrces: Tables 34 and 35; and Centrat Bank of Nicaragua.
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Table 37. Nicaragua: Summary Accounts Eof the National Investment Fund (FNI)

(In millions of cordobas, end-of period stocks)

C$10.4 per USE C511.9 per UsS C$12.7 per US$ {813.4 per USS

) Prel.

1997 1998 1998 1999 1999 2000 2000 2001

Net international reserves 68 5 6 -88 94 -116 -122 -89
Foreign asscts 68 5 6 18 19 0 o 0
Foreign liabilities 0 0 0 -108 -113 116 -i22 289
Claims on central bank 14 0 1 0 b 0 g ]
Currency 0 ] 1] 0 1] Q d 0
Deposits 14 0 1 0 0 9 i) o

Of which:

Denominated in foreign cumrency 111} 0 1 0 0 ] i) o
Domestlc assets 21 T4 75 134 143 141 149 289
Credil to rest of banking systemn 515 628 718 859 217 080 1034 1226
Credit to private sector 0 () ‘ 0 0 g { 0 0
Net unclassificd assets -4095 -553 -643 <125 =174 -B38 =886 -938
Medium- and long-teria foreign liabllities 1/ 0 ] 0 0 0 0 0 0
Liahilities to cemtiral bank 102 80 52 46 49 5 27 0

Source: Central Bank of Nicaragua.
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Table 38. Nicaragua: Consolidated Financial System

" (In millions of cordobas, end-of-periad siocks)

C310.4 per U3 C811.9 per USS C812.7 per USS C313.4 per USS
Prel.
1997 1998 1998 169" 1999 2000 2000 2001
Net international reserves 3,874 3,858 4415 4,150 4429 4,017 4,238 3,004
Foreign asscts 6,862 851 7526 " 8,869 5,466 8,807 9,292 8,903
Foreign habilities -3988  -2,T1§ 3,111 4,719 -5,037  -4.790 5,054 -5,899
Net domestic assets 29770 31,214 3313 38457 41,835 42,479 46,641 44,212
Wet credit to nonfinancial public sector 20,354 19,142 21,831 20459 21,625 23,403 26,116 31,183
Net credil to central government 21,090 20,068 22,756 21,525 24,765 24,755 27,536 32,200
Net credit to rest of public sector -736 925 925  -1,066 L1406 -1,352 -1,420  -1,017
Credit to productive sector 8,620 10,715 12,579 15,356 la,194 17,233 19,555 13,367
Net credit io other mstitutions 1,730 1,774 2,348 2,352 2,316 2,284 1,843 -178
Net credit to APP enterprises 1] 0 0 1] 0 0 0 0
Credil to privaie sector 6,890 8,542 10,230 13,004 13,878 14,540 17,712 13,544
Net unclassificd assets 112 610 2,858 3,583 1,709 1,526 1,367 -187
Inizasystem float 684 747 44 59 308 318 -385 50
Allgcation of SDRs 1,196 1,296 1,515 1,515 2219 1,119 1353 2353
Medium- and long-term fereign Hablitles 19,323 19,388 24,285 24,338 25,338 25,347 28,810 24,391
Liabilities to private sector 13,025 14,389 15928 17,758 18,698 18,920 19,718 20,472
Money 2,121 2,505 2,505 3,127 3,127 3,327 3,327 3,013
Curreney in circulation 1,036 1,340 1340 1,735 1735 1,754 1,754 1,949
Demand deposits 1,025 1,165 1,165 _ 1,383 1,363 1,572 1,572 1,964
Quasi-money 10,904 11,884 13,423 14,627 15570 15,593 16,3%1 16,559
Tire and savings deposits 2241 2,358 2699 3,180 3403 3,024 3,190 2,847
CENIS 1,580 971 915 BG4 817 628 601 372
Deposits in foreign currencies 7083 83555 9,780 10,635 11,350 15942 12,600 13,339

Sotrees: Tables 36 and 37; and Central Bank of Micaragua.

©lnternational Monetary Fund. Not for Redistribution

-68_

X1ON=ddV TVOLLSILVLS



Table 39. Nicaragua

: Total Assets of the Financial System by Institution

{In millions of cordobas)

{In percent of tqgtal)

Prel. Prel.
1997 1993 1909 2000 2001 1597 1998 1900 2000 2001
Total aysets 45,227 50,872 61,969 68,510 73414 146.0 0.a "I 1000 100.0
Central Bank of Nicaragua OIS 3ZS4T  3BAI3 43200 45656 664 64.0 62.1 63.1 622
Rest of the banking system 14,169 17,618 22522 24318 26386 313 3.6 363 35.4 359
Banco Naciongl de Desarrolla 167 0 0 0 2 0.4 0.0 0.0 00 0.0
Bapco Nicaraguense de Induostria
Banco Nicaragumse e Industria y Cumercio (BANIC) 1,571 1,973 2333 2,127 o 35 39 38 31 00
Banco Papalar i 309 171 1] i} _ 0.7 0.6 03 0.0 00
Banoo Inmobiliario 0 0 0 0 8 00 0.0 0.0 0.0 0.0
Banco Mezcantil 1,362 1,618 1,487 1,480 i} 41 2 2.7 2.2 0.0
Bunco de la Produceion 1,367 1,970 2,308 4,429 7,343 3.0 39 37 6.5 10.0
Ranco Centroamericano 1,302 2,013 3,150 3,920 5,582 44 a0 5.1 57 76
Panco de America Central 1,812 1,881 1,952 3,236 3,996 4.0 17 3.1 47 54
Banco de Finanzas 1,058 1,470 2,104 3,847 4,148 23 29 34 56 57
Interbank 987 1,771 3,006 0 o 22 35 49 0.0 0.4
Bancc de Exportaciones 1,608 1,848 2,498 2,892 3241 3.6 16 4.0 4.2 4.5
Ranco def Campo 1/ 201 475 ] 0 0 14 0.9 00 o 0.0
Bancc de Prestamos 0 0 0 0 0 0.0 0.6 00 0.0 0.0
Banco del Café 679 1,161 1,740 450 [} 15 2.3 2.8 o7 0.0
Banco Caley Dagnal 410 653 B30 974 1092 0.9 13 13 1.4 1.5
Delta 122 216 177 449 467 0.3 0.4 06 0.7 0.6
Interfin 210 242 286 257 293 0.5 0.5 0.5 0.4 04
Rance Buropeo de Centroamerica G 0 ) ¢ G } 0.0 0.0 LERH 0.0 0.6
Pribanco 0 D 80 ) 0 0.0 0.0 0.0 0.0 0.0
Finarca 2 0 118 174 0.0 0.0 0.8 0.2 0.2
Nonbank financlal institutions 1,03% o1 954 1,081 1372 33 14 1.5 1.6 1.9
1,03% 167 954 1,091 1,372 2.3 14 L5 1.6 18

Fondo Niceraguense de Inversiones (FNI)

Scurce: Central Bank of Nivaragua.

1/ From June 1998, the name of the bank was changed 10 Banco del Sur.
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Table 40. Nicaragua: Interest Rate Structure

{In percent per amnui, nless otherwise specified)

Preil.
1997 1998 1999 2000 2001
Central bamk
To central government 5.10-12.97 4.12-4 50 5.86-6.42 3.58-5.96 4.24-4 05
To commercial banks
For liquidity aszistance 310 J0.6 36.0 44,1 35.64
For productive activides
Shart term
Long term
Bonos de femento {BOFOS}
Bends denorminated i forsign currency (BOMEX) 1/ ' 75 7.3 7.5 75 7.5
Nagotiable investment certificates (CENIS) 2/ .
28 days ' 13
63 days
90 days 14.92
31 days -
180 days . £6.08 14.34
182 Gays .
273 days 11.9 .
360 days 15.91
390 days 15.65
450 days 16.71
540 days 15.47
5370 daye 15.62
600 days 15.56
720 days 1454
Commercial banks
Shori-tarm loams (ander 18 months) 18.5-21 6 18.0-21.3 17.1-213 16.6-22.1 17.4-23.9
Medium-tarm loans {18 moenths to 5 years) 18.1-205 18.1-18 17.5-1838 16.7-19.7 17.9-23.4
Depaosits and other oblipatdans
Local corrency
Savings deposits . 3.6 8.7 33 83 319
Time depaosits
30-day depasits 11.3 11.4 8.9 9.3 8.39
Up to one year 12.0-13.2 11.4-124 10.5-11.5 10.2-12.4 9.5-10.8
One year and over 12.1-14.6 13.7-14.3 12.4-13.3 12.3-129 12.0-12.2
Foreign currency
Savings deposits 5.2 5z 5.57 5.3 33
Time deposits
Ome month 7.1 7.83 73 .75 .92
Over ohe month 7.4-9.8 8.4-10 2.6-99 8.7-9.8 28997

Sowurce: Central Bank of Nicaragus.

1/ Corresponds to 30-day temn.
2/ indexed o the US. do[lar.
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Table 41. Nicaragua: Legal Reserve Position of the Commercial Banks

_ Prei.
1997 ¥/ 1908 1999 2/ 2000 3/ 20031 4/
{In pereent
Minimium requirements
Local and foreign currency depasits 2/ 17.00 17.00 16.25 16.25 10.25
{In millions of cordobas)
Commer cial banks
Deposits subject te requirements 10,2808 13,1744 17,5551 15,8823 20746.6
Raquired reseryes 16691 2,205.4 2,829.1 2,580.8 3739.8
Actual resetrves 1,367.8 2,19135 2.522.1 24754 4409.5
Enxcess or deficiency (-} 198.7 2138 -307.0 -105.2 4197
State-oweed banks .
Deposzits subject io requirements 3/ 1,639.2 1,838.2 _ 210.0 0.0 0.0
Required reserves 204.7 2789 10.5 0.0 0.0
Actual resexves 288.5 299.2 5.7 0.0 0.0
Excess ot deficiency (-} 239 20,5 15.2 0.0 0.0
Private banks 4/
Deposits subject to Tequirements 6/ 8,641.7 11,3362 17,3451 15,8823 20746.6
Required reserves 1,404.4 1,926.7 2,318.6 2,580.6 1789.8
Actual Teserves 1,579.3 1,892.3 2,496.4 2,4754 4409.5
Excess or deficiency (-) 174.8 3.4 -1z22 -105.2 619.7
(In percent of labilities subject to requirements)
Commercinl banks
Average Teguired reserves 16.2 16.7 16.1 16.2 18.3
Actual reserves 122 16.6 14.4 15.6 21.3
Rxcess or deficiency {-) 1.9 -1 -1.7 0.7 30
State-cvoed banks
Average equired regerves 151 15.2 5.4 0.0 0.0
Actnal reserves 17.6 163 12.2 G0 0.0
Excess or deficiency (-) 1.5 1.1 1.2 0.9 040
Private banks
Average requized reserves 163 17.0 16.3 162 18.3
Actnal reserves 183 16.7 ‘14.4 15.6 213
Excess or deficiency {-] 0 -3 -1.9 0,7 34

Source: Central Bank of Nicaragua,

1/ In November 1997, the legal reserve requirerrents in cardoba and dollar deposits were unified at 17 peremmt,

2/ Legal Tequirement applies to sight, time, and savings deposits.

3/ Bequirerments on average deposits of ibe last 15 days of December.

4/ Requirenyents op average deposits af the last week of December. Lega! reserve requirementss in cordoba. and dollar
depusits were increased by two percentage points in Augnst and one additional percentage point i Seplember.

5/ From October 1998, legal reserye requirements for Banca Popudar were 5 percent.

6/ The legal reserve requirements in eordoba and dollar depasits requried by BDF, Banpro, y Bancentro from Jiquidated
bank wers eliminated on & temporary bads.

©International Monetary Fund. Not for Redistribution



-93 - STATISTICAL APPENDIX -
Table 42. Nicaragua: Net International Reserves
{In millions of T1.5. dollers, end-of-period)

Prel.

_ 1997 1998 1999 2000 2001
Total 230.2 212t 219.5 1838 534
Assets 5175 4735 616.0 561.0 507.3
Liabilitice 287.3 26L.4 396.5 177.2 4539
Ceniral bank 144.2 1385 6.1 186.7 15.8
Assets 387.1 356.6 512.9 4967 382.8
Gaold 1/ 53 54 0.2 53 0.5
Foreign exchange 14.6 14.1 167 1353 62.1
Deposit abroad 0.0 0.0 0.0 0.0 a
Tuvestments 336.8 252.0 380.9 3L 245.9
Call accounts 0.1 0.4 239 .0 0.3
Collateral deposits 30 0.1 19 13 06
Time deposits 2/ 383.7 201.5 3551 110.6 245
Other 104 45,1 95.1 440 74.3
Liabilities 242.9 218.1 296.8 3100 367
{atin american central banks
Letters of credit 3.0 0.1 1.9 1.3 0.6
Foreign deposits a.1 0.1 0.1 0.2 0.1
Inlorest in arrears
IMF 3/ 27.0 49.7 152.8 17146 169.2
Gther 4/ 212.8 168.2 142.0 1339 1971
Rest of financial system 860 73.6 34 -9 374
Agssets 130.4 116.9 103.1 643 124.5
Liahilities 4.4 433 99.7 67.2 £6.9

Source: Central Bank of Nicaregua.
1/ Velned at US$E3460 per troy ounce.

2/ In 1997, includes US$152.4 million of rescheduiing of debt with CABEL

3/ SDR converted af US$1.35=5DR .

4/ Includes legal reserves of deposits in foreign currency of the cotomercial banks.
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Table 43. Nicaragua: Detailed Balance of Payments

{In millions of U.5. dollars)

Prel.
1997 1998 1999 2000 2001
Current accomnt -T85 501 -1,060 =032 070
Exports of goods and nonfacter services ™7 830 838 955 920
Merchandise f.o.b. 577 373 345 643 592
Freight and insurance i1 11 11 13 12
Travel KO 100 125 129 135
Other 129 146 157 169 180
Imports of goods awd ponfacter services 1,610 1,665 2,037 1,991 1,933
Merchandiss £o.b. 1,371 1,387 1,703 1,648 1,629
Freight and insurance 62 T6 134 122 136
Travel 65 70 78 78 76
Ciher 111 122 127 143 142
- Hactor services balance 1B 34 139 104 93
Receipls 292 03 427 430 46
Oificial interest 15 6 31 31 15
Private transfers 277 279 198 400 A2
Bxpendinires 264 271 287 327 323
[Mficial interest 21 213 225 257 248
Other inierest 53 58 62 69 76
Capital accomnt G653 004 876 428 558
Official transfers 194 194 307 310 346
Public sector capitzl =20 104 108 L | 19
Disbursements 176 264 274 195 217
Scheduled amortization =214 -148 -163 -159 177
Other (net) 9 -12 2 -11 21
Other capital 498 306 460 254 123
Overall balance =122 =197 =154 =304 412
Change in net interational reserves
(- increase) -38 6 -77 29 171
O which: IMF (net) 0 22 104 21 5
Arrears {ned)) a7 62 151 64 285
Exceptional financing (net} 357 129 110 211 326

Sources: Centrat Bank of Nicaragua; and Fund staff estimates.
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Table 44. Nicaragua: Expotts by Commedity
Prel.
1897 1998 1999 2000 2001
(In millicos of U.S. dollars)
Total exports, f.o.b. S77 573 54% 645 597
Agricaitural and fish products i 344 332 393 3490
Cotton 3 ¢ ] 0 0
Coflee 118 173 135 7 105
Seafood 91 a0 94 £22 B7
Bapanas 16 20 I4 8 12
Other 92 61 89 93 a7
Manufactared products 251 196 32 226 262
Fepdstuffs 95 73 T2 94 115
Meat (beef) " 44 38 42 52 66
Sugar 51 35 30 sl 45
Woad products 17 13 13 S 13
Textiles 3 2 3 1 1
Leather and leather goods 7 8 1o 7 7
Chemical products 10 10 13 13 i5
Other 118 50 71 102 112
Minersls L} 33 k] 25 30
Gald 8 32 30 24 30
Other ¢ 1 0 0 0
Memorandom jtem:
Nontraditienal exports 245 188 205 252 252
(Shares in percent of total) ‘
Agricalfuoral and fish products 55 6l 61 61 51
Cofion 1 O 0 g 0
Coffes i} 30 25 26 1%
Seafood 16 16 - 17 19 i3
Bananas 3 3 2 i 2
Other 16 11 16 14 |1
Manufactured products 4“3 34 33 35 44
Foodstulfs 17 13 13 15 19
Meat {beef) ] 7 8 8 11
Sugar 9 6 6 6 3
Wood products 3 2 2 1 2
Textiles 1 ¢ 0 (] [H
Leather end leather pondz 1 1 2 1 1
Chemical produsts 2 2 2 2 2
Other 21 16 13 16 19
Mimerals 1 6 & 4 5
Gold 1 4 6 4 5
Other 0 a G a 0
Memorandum item:
Montraditional exports 42 33 38 i6 43

Sources: Central Bank of Nicaragos; and Fund staff estimaies.
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Table 45. Nicaragua: Exports by Destination

STATISTICAL APPENDIX

Prel.
1497 199§ 1999 2000 2001
{In millions oi U.3. dollas)
Total exports, £.0.b, 57 573 545 645 592
Westers Hemisphere 415 384 198 493 117
Central American Commeon Market 125 123 148 1M 179
Canada 3 B 1 25 9
Cuba 1 3 2 3 1
Mexico 12 12 15 24 26
United States 237 214 205 248 167
Other 36 26 ra | 22 36
Europe 140 174 137 137 166
Belgivm 18 20 20 20 0
France 9 12 9 g g
(Germany a2 70 34 34 38
Ttaly 5 4 4 5 4
Metherlands 5 I} £ 7 [
Spain 20 z4 13 13 12
Uhited Kingdom H 9 6 13 17
Oriher i1 24 26 17 &0
Asiy 5 4 4 4 ]
China 1] 1] 1 1 1
Japan 5 4 4 3 6
Other 17 9 6 11 3
(In percent of total)
Western Hemisphere 72 &7 73 76 70
Central American Commmon Market 22 21 27 26 30
Canada 1 1 i 4 2
Cuba 0 0 0 ] 0
Mexico 2 2 3 4 4
United Stales 41 37 38 . 38 28
Qther & 5 4 3 6
Europe 24 k1 25 21 28
Belgium 3 4 4 3 2
France 2 2 2 1 1
Germany it 12 10 g &
Ltaly 1 1 1 1 1
Netherlands L 2 i 1 1
Spain 3 4 2 2 2
United Kingdom 2 1 11 2 3
Dther 2 a 5 3 iz
Asta 1 1 1 1 1
China 0 0 0 Q 0
Japan 1 1 | L 1
Dther k] 2 1 2 0

Source; Central Bank of Nicaragua.
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Table 46. Nicaragua: Imports by Type of Goods

‘ Prel,
1957 19983 1909 2000 2001
{In mifHons of U.S. dollars)
Total inports, e.LE. 1,450 1,492 1,862 1,890 1,789
Censumer goods |32 ‘435 542 332 883
Nondurable 176 357 439 419 ar4
Durablc 57 ' TR 102 114 109
Energy products m i43 176 238 269
- Crude and partially refined oil 110 87 109 185 172
Derivatives 6! 56 67 103 OB
Intermediate poods 339 A62 541 532 522
Agricuiture ) 66 o4 7% 74 34
Industry 385 317 35 3433 354
Construction 88 50 111 115 113
Capital poods m 449 594 443 410
Agriculture 20 2% 40 31 38
- Industry LY 258 353 228 129
Transportation 133 165 202 183 144
Electricity and other 17 4 7 3 4
(In percent of total)

Consumer goods 23 29 29 30 33
Nondurabls 19 - 24 24 px X
Durable 4 5 6 & 6
Enerpy products 12 10 9 16 15
Crude and partially refined il 4 & 6 10 o
Derivatives 4 9 4 6 5
Intermediate poosds 17 k) | 2% 36 29
Apriculture 5 4 4 B | 3
Industry 27 3] i9 19 20

Construction o 5 [ &
Capital poods 22 30 32 25 23
Agriculmme 1 2 2 2 2
Industry . 16 17 1% 13 13
Transportation 9 it (1 10- g
Electricity amd other _ 1 8 & [} ¢

Sources: Central Bank of Nicaragua; and Fond staff ¢stimstes,
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Table 47. Nicaragua: Imports by Country of Origin

Prel.
1957 1998 1999 2000 2001

{In millions of U.S. dollas)
Total itnports, c.if. TAS0 - 1,492 1,862 1.800 1,78%
Western Hemisphere 1,220 1,244 1,583 1,505 1,461
Contral Amenican Common Market 348 426 529 532 478
Canada 20 17 21 b | 26
Mexico B3 69 h# 103 124
Panama :14] 101 132 127 68
United States : 525 464 631 448 431
Yenezuela T4 o8 129 198 152
Other 50 68 65 23 B2
Europe 134 118 108 m 139
Belgium 4 4 1 10 1
France 11 [ 1! 1 11
Genmany 23 25 28 3¢ 37
Italy 7 6 P g 10
Netherlands 3 27 & 3] 3
Spain G4 2 17 18 24
United Kingdor -2 3 3 4 4
Other 1% 24 26 =29 48
Asin % 123 167 171 145
Fapan 58 87 99 107 3
Other 2 38 6% 54 2
Other 4 7 ' 1 13 23

{In percent of toial)

Western Hemisphere 84 83 85 84 82
Central American Commeon Market 24 29 28 29 27
Canada ] I 1 1 1
Mexica & bt 4 & 7
Panama a 7 7 7 4
Tnited States 36 3 34 25 27
Venezuela 5 7 1 11 It
Other & 5 3 5 5
Europe 9 B 6 6 B
Belgium 0 G 4 1 ]
Franee 1 ] i 0 i
Germty 2 2 2 2 p3
Italy 0 0 1 1 1
Netherlands 0 2 0 1 1]
Spain 4 i l 1 1
United Kingdom 0 0 0 0 0
Criher 1 2 i 2 3
Asia ] 3 ] 10 9
Japan 4 6 5 6 4
Other 2 2 4 4 5
Other [:] 1] 0 1 1

Source; Central Bank of Nicaragua,
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Table 48. Nicaragua: External Debt Arrears

Prel.

1997 1998 1999 2000 2001
{In milliens of 1.5. dollars; end of periad)
Total ' 1,972 1,975 2103 1,227 1,945
Principal 1,197 1,128 1,216 1,204 1,144
Interest 775 2837 587 1,023 BOI
(By type of creditor)

Offiicial bilateral creditors 1,650 1,754 1.871 1,993 1710
Principal 626 91% 994 977 916
Interest 764 335 877 1,015 794
Multilateral institutions [ L] g 0 0
Principal ;) 0 o O 0
Interest 0 Q 3 0 0
Commerclal banks 206 19% 0. 216 198
Principal 204 199 204 210 193
Interest 2 1] 4 i 1]
Soppliers 73 1z 18 13 37
Principal 65 . 20 17 17 30
Interest . 2 1 1 T
Other 2 0 0 0 b
Principal 2 0 4] 0 i}
Interest 0 0 0 o 0

Sonrces: Central Bank of Nicaragua; Ministry of External Cooperation; and Fund seaif estimates.
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Tabie 49. Nicaragua: Exchange Rates
{In cordobag per U.S. dollar)

Private Exchange Houses

Official I/ Buying SeHing Mid-Point

Decemher ’

1996 8.88 8.82 804 8.91
1997 .95 9.94 9.86 295
1998

1999 .

January 11.25 11.28 11.35 11.32
February 1135 11.39 11.44 1141
March 1146 11.51 LL.56 11.53
April 11.57 11.38 1161 11.60
May 11.68 11.67 1171 11.69
June 11.79 [1.80 L1285 L83
July 11.89 i1.94 [2.00 11.97
August 11.98 12.04 12.10 12.07
September 12.07 12.12 12.18 12.15
Ogctober 12.16 12.17 12.23 12.20
Movember 12.23 12.27 12.33 12.30
Diecember 12.29 12.26 12,33 12.29
2000

January 12.35 12,41 12.48 12.45
February 12.41 1247 12,52 12.30
March 12,47 12.51 12.57 12,54
April 12.53 12,58 12.63 12.861
May 12.52 12.63 12,70 12,67
June 12.a5 12.65 12.72 12,69
July 12.71 12.69 12.76 1272
Aupgust 12.78 12.582 1290 12.86
September 12.834 12.85 1292 [2.89
October 12.90 12.89 150z §2.95
‘Nowvember 12.95 12.95 13.10 13.03
December 13.03 12.99 13.10 13.05
2001
January 13.09 13.07 13.214 13.14
February 13.15 13.14 13.24 1319
March 13.2F 13.18 13.25 13.21
April 1228 13.22 13.30 13.26
May 13.34 13.31 13.37 12.34
June 1341 13.43 13.51 12.47
July’ 13.47 13.5) 13,59 13.55
August 13.54 13.56 13.64 13.60
September 1361 13.64 13.72 13.58
October 13.67 13.75 13.81 13,78
November 13.73 131.76 382 13.79
Decernber 13.81 1378 i3.84 13.81

Source: Central Bank of Nicaragra.
1/ Buying Tate, average rute per manth.
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Table 50. Nicaragua: Real Effective Exchange Rate and Related Indices

{Index 1950=100}
Relative Exchange Consumey
Effective Consrmer Rate Index in Price Index
Exchange Rate . Prices (Local} Terms of (Not Seazonally
Real Nominal Currencies) 1.8. Dollars Adjusted)
1957
I : 186.7 22 3,038 1.14% £,414
H) 186.4 2.2 3,677 1114 6,538
511 188.5 22 3,127 1.083 6,699
' 186.0 2.1 3,164 1.055 6,820
1908
1 192.2 2.1 . 3,254 1.031 7,059
I 1953 21 3,406 0.99% 7,436
m 180.5 2.0 3,409 0.971 7,478
v 180.7 1.9 3,617 0.544 7,980
1595
I 194.0 1.9 3,658.6 0916 8,106
I 1932 1.9 3,839.0 0.892 8.117
1 1944 i.9 3,728.7 {1 868 8,373
IV 193.1 1.3 18515 0.R36 3,714
2000
I 202.8 L.B 3,9538.¢ {.837 9,028
II 208.9 1.5 4.036.0 (.826 9,276
m 210.0 1.9 40176 0.815 9,315
v 216.6 1.5 4,085.9 {.805 9,539
2001
1 204.3 1.8 4,164.3 0.793 9,802
I 2204 1.9 4201.0 . 0.780 5,080
1o 215.9 1.3 4.194.0 : 0.768 10,027
v 214.2 1.8 4,200.8 0.758 10,080

Source: Information Notice System.

©International Monetary Fund. Not for Redistribution



	Cover
	Contents
	Basic Data
	I. Factors Underlying Growth in Nicaragua
	A. Stylized Facts on Growth
	B. Growth Accounting
	C. Conclusion

	Figures
	1. GDP Per Capita, 1960–2001
	2. GDP By Sectors, 1960–2001
	3. Sectoral Contibution to Growth, 1960–2001
	4. Investment Ratio, 1960–2001
	5. Capital Stock, 1960–2001
	6. Employment, 1960–2001
	7. Total Factor Productivity, 1960–2001
	8. Contribution of Employment, Capital Stock, and Productivity to Growth, 1960–2001
	9. Terms of Trade, 1960–2001

	Box
	1. The Production Function Approach

	Text Table
	I. Sources of Growth
	II. Tax Reform
	A. Key Issues in Nicaragua's Tax System
	B. Economic Costs
	C. Tax Reform


	Text Tables
	1. Central Government Revenue
	2. Exonerations and Special Regimes
	3. Tax Burden by Economic Sector

	Appendix
	I. Main Taxes
	III. Debt Sustainability
	A. Introduction
	B. Size and Origins of the Public Sector Debt
	C. Medium-Term Outlook and Sensitivity Analysis
	D. Conclusion


	Text Tables
	1. Public Sector Debt
	2. Public Sector Debt Service (Cash Basis)
	3. Medium-Term Economic Indicators
	4. Public Sector Debt Sustainability Framework, 1997–2007
	5. External Sustainability Framework, 1997–2007

	Figures
	1. Stock of External Debt, end-December 2001
	2. Sensibility Tests of Public Debt Dynamics

	Summary Tables
	1. Gross Domestic Product by Expenditure
	2. Resource Balance and Financing of Investment
	3. Gross Domestic Product
	4. Value Added in Agriculture
	5. Value Added in Manufacturing
	6. Consumer Price Index
	7. Operations of the Combined Public Sector
	8. Central Government Operations
	9. Operations of the Rest of the General Government
	10. Operations of the Public Utility Enterprises
	11. Changes in Financial System by Origin, Destination, and Financing
	12. Money and Quasi-Money
	13. Summary Accounts of the Central Bank and the Financial System
	14. Destination of Financial System Credit
	15. Summary Balance of Payments
	16. Trade Account Indicators
	17. Public Sector External Debt and Debt Service

	Real Sector
	18. Gross Domestic Product by Sector
	19. Resource Balance and Financing of Investment
	20. Real Value Added in Agriculture
	21. Export Crops and Basic Grains
	22. Selected Livestock Statistics
	23. Real Value Added in Manufacturing
	24. Electricity Supply and Consumption
	25. Indices of Wages and Prices
	26. Selected Labor Statistics

	Fiscal Sector
	27. Central Government Operations
	28. Central Government Revenue
	29. Central Government Expenditure and Net Lending
	30. Operations of the Rest of the General Government
	31. Consolidated Operations of the General Government
	32. Operations of the Public Utility Enterprises
	33. Consolidated Operations of the Public Sector

	Monetary Sector
	34. Accounts of the Central Bank
	35. Accounts of the Commercial Banks
	36. Accounts of the Banking System
	37. Summary Accounts of the National Investment Fund (FNT)
	38. Consolidated Financial System
	39. Total Assets of the Financial System by Institution
	40. Interest Rate Structure
	41. Legal Reserve Position of the Commercial Banks

	External Sector
	42. Net International Reserves
	43. Detailed Balance of Payments
	44. Exports by Commodity
	45. Exports by Destination
	46. Imports by Type of Goods
	47. Imports by Country of Origin
	48. External Debt Arrears
	49. Exchange Rates
	50. Real Effective Exchange Rate and Related Indices




