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Managua, N caragua
May 25, 1994

M. Michel Candessus

Managi ng Director
International Mnetary Fund
700 19th Street, NW
Washington, D.C. 20431

Dear M. Candessus:

1. Wen the adninistration of Presidenc Chamorro took office in April
1990, Nicaragua’s nacroeconom c situation had weakened narkedly as a result
of inadequate econonmic policies, adverse external developnents (including a
deterioration in the terms of trade and the U S. trade embargo), and civil
war. Real CDP had declined in every single year since 1984, the rate of
price increase had accelerated sharply, and the size of the public sector
had grown considerably. At the same tine. official international reserves
were virtually depleted. exports had fallen to half their pre-1980 |evel,
and the country had accunul ated an external debt (including arrears) of
US$10.7 billion, equivalent to nine times its GDP and forty times its
exports.

2. Fol | owi ng the adoption of a number of tax neasures in late 1990, in
March 1991 the Governnent launch2d a conprehensive stabilization effort
involving a substantial reduction in mlitary outlays and governnment enploy-
ment, adjustments in public prices, prudent wage and credit policies, and a
deval uati on of the cordoba frem C$1 to C$5 per U S. dollar. This program
whi ch was supported by an 18-month stand-by arrangenent from the Fund that
was approved in Septenber 1991, succeeded-in achieving a rapid stabilization
of the economy. The 12-mouth rate of inflation fell from 13,500 percent
during 1990 to an annual rate of &-}/2 percent in the post-deval uation
period Muy-Decenber 1991, and to 3 1/2 percent during 1992. Real GDP de-
clined by 0.2 percent in 1991, in part because of a severe draught that
affected agricultural production, and increased by only 0.4 percent in 1992
because of a slump in the international prices of some major export crops
(export prices fell by 10 percent in 1992), shortfalls in external assis-
tance, and problems of insecurity and disputed land rights in the country-
si de.

3. As a result of the revenue and expenditure measures adopted in late
1990 and during 1991, public sector dissavings declined sharply by

26 172 percentage points of GDP to about 3 percent of GDP in 1991, and the
overall cash deficit of the public sector before grants (including the

| osses of the Central Bank) was reduced from 31 1/2 percent of GDP in 1990



- 46 - ATTACHVENT |1

to 8 1/2 percent of GDP in 1991. Notwithstanding sone overruns {n nonin-
terest current expenditure during the second half of the year, the public
sector savings position shifted to a surplus of 0.3 percent of GDP in 1992,
while the overall deficit rose to about 10 percent of GDP because of a sig-
nificant increase in public investment. Military and internal security
outlays declined from 22 percent of GDP in 1990 to less than 4 percent of
GDP in 1992 as the number of nilitary personnel was reduced by 83,000 to
about 15,000 at end-1992 through the denobilization of troops. The inprove-
ment in macroeconom ¢ conditions and the increase in real interest rates
that followed the adoption of market-determned interest rates contributed
to a substa.tial renonetization of the economy in April 1991-December 1992,
which was reflected in an increase of 130 percent in noney and quagi-money
denonmi nated in local currency over the period, while inflation remained |ow.

4, In parallel with its stabilization effort, the Governnment enbarked on a
structural reform program to transform the economy from a centrally planned
to a market oriented system The Government's program was aimed at elinin-
ating distortions and reducing state intervention, reforming the financial
system and liberalizing foreign trade. In Septenber 1991 these efforts
were supported by am Economic Recovery Credit | fromthe Wrld Bank and a
Trade and Finance loan fromthe IDB. In the context of this program the
Government took steps to allow the operation of private banks (seven private
banks have al ready opened their doors to the public) and established the
Superintendency of Banks, enacted anewforeign investnent law that, facili-
tated the gradual resunption of foreign investment; inplemented neasures to
reduce the operating costs of the state-owned banks, initiated the divesti-
ture of 351 public entities under the National Corporation of Public Enter-
prises (CORNAP), and |owered nost inport taxes from a range of 4-253 percent
in 1989 to 10-40 percent in 1992.

5. Confronted with a reduction in external assistance after the substan-
tial support received in 1991-92, in January 1993 the Covernment announced a
package of neasures to reinforce its macroecononic policies, The package
included (i.) a number of fiscal actions aimed at strengthening public sector
savings by 5 percentage points of GDP in 1993; and (ii) adevaluation of the
cordoba from c$5 per U S. dollar to C$6 per US. dollar, followed by the
adoption of acrawing peg system. The fiscal package contenplated a new
tax on luxury consunption; the intréduction of |icense tag fees and a tax on
motor vehicles; an increase in stanp duties on inports; adjustments in pub-
lic prices: and cuts in current and capital outlays.

6. Real GDP declined by 0.9 percent in 1993. Agricultural production grew
by only 1 percent because of a further decline in coffee prices (the price
of Nicaraguan coffee fell by 35 percent between 1990 and 1993) and sone
problems of lack of security in the countryside, while the comercial and
services sectors registered a decline associated with lover inport activity.
Following the currency devaluation of January 1993, consuner prices
increased by alnost 18 percent in January-February, but rose by only

1 172 percent during the rest of the year. On the external front, a subs-
tantial reduction in the external current account deficit (excluding
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official transfers and interest obligations) from US$570 nillion in 1992
(31 percent of GDP) to US$430 nillion in 1993 (24 percent of CGDP) was nore
than offset by a sharp decline in external assistance (total disbursenents
of loans and grants dropped from US$700 nillion in 1992 to US$390 million in
1993). As a result, net international reserves fell by US$100 nillion dur-
ing the year and at end-1993 freeiy usable reserves anpunted to |ess than
one month of inports of goods and nonfactor services. Exports in U S. dol-
lars increased by about 20 percent in 1993 because of the sale of two years
of gold production and a rapid increase in non-traditional exports, while
imports fell by 12 percent as credit policy was tightened to conpensate in
part for the reduction in external assistance. Private capital inflows are
estimated to have increased to some US$140 mllion in 1993, representing
nmostly direct investment and trade credits.

7. Several factors precluded the achievenent of the fiscal objectives in
1993, including the postponenent of some revenue neasures, the effect of

sl uggi sh econonmic activity on tax revenue, an unplanned rise in pensicn
payments sanctioned by the National Assenbly, and a |ower operating surplus
of the public utilities. Notw thstanding these problens, public sector
savings increased from 0.3 percent of GDP in 1992 to 1.9 percent of CGDP in
1993, which pernitted an increase in public investnent. As a result, the
overal |l cash deficit of the public sector before grants (including the

| osses of the central bank) remined unchanged conpared with the previous
year at about 10 percent of CDP.

8. As described above, the government has nmde substantial progress over
the last three years in inproving the public finances, reducing inflation
sharply and keeping it low, re-establishing relations with external cred-
itors and nultilateral agencies, and carrying out structural reforns.
However, the external situation renmains weak and highly dependent on con-
cessional financing, the public sector needs to be streanlined further, and
better conditions nust be created to foster private investment, enployment,
and productivity growh. The Covernment is firmy conmtted to address
these problens and has enmbarked on a conprehensive mediumterm program for
1994-97, which is aimed at consolidating the gains already achieved in the
area of macroeconom c stabilization, intensifying the process of structural
reform, and moving further toward the attainnent of external viability.

9, The Government's strategy puts particular enmphasis on expanding enploy-
ment in productive activities, alleviating poverty, and inproving the
management of the country's natural resources. The main objectives of the
program are: (i) to lay the basis for a sustainable growth in real per
capita income of 1 to 1 1/2 percent a year by 1996 (with real GDP growth of
2-percent in 1994, 3 percent in 1995 and 4 1/2 percent in 1996-97); (ii) to
reduce inflation to about 5 percent a year by 1997 (the 12-nonth rate of
inflation will be limted to 10 percent during 1994 and will be reduced to
bel ow 8 percent by end-1995 and to 6 percent by end-1996); and (iii) to
strengthen the reserve position of the Central Bank, with gross reserves
increasing to the equivalent of 3 1/2 nonths of inports of goods and non-
factor services by the end of 1996. Central to the attainnment of these
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objectives will be an inprovement in the savings position of the public
sector (including net interest paid) of 5.8 percentage points of GDP over
1994-97, the redepl oyment of public assets to nore productive uses through
privatization, and the creation of an environnent conducive to the growth of
domestic savings and private sector investnent.

10. On the fiscal sidz, the program ains at increasing public sector
savings (excluding net interest paid) by 3.2 percentage points of GDP to
9.4 percent of GDP in 1994. After interest, public sector savings are pro-
jected to rise by 2.3 percentage points of GDP to 4.2 percent of GDP in
1994, Capital expenditure is projected to rise by 2.1 percent of CGDP in
1994 (rnostly because of an increase in the inplementation of projects tied
to external loans and grants). and the overall cash deficit of the public
sector before grants (including the losses of the Central Bank) would de-
cline slightly to 9.7 percent of CDP. Public sector savings after interest
will rise further by 1 1/2 percentage points of GDP in 1995 and by an addi-
tional 1 1/2 percentage points of GDP in 1996. On the assunption that pro-
ject financing remains at about the same level in 1995-96 as in 1994, the
overall cash deficit of the public sector would decline to 7.2 percent of
CGDP in 1995, and to 6.3 percent of GDP in 1996.

11. Current revenue of the General Covernnent is projected to increase by
close tol 172 percentage points of GDP in 1994. To that end, the Govern-
ment has adopted a nunber of revenue actions consisting of a reduction in
import duty exenptions, including those applicable to government entities
(inplemented in Novenber 1993); a widening of the base of the tax on luxury
consunption (inplemented in November 1993); an increase in the fees charged
for the issuance of visas, passports, driver's licenses, and the |icensing
of forestry activities (inplenented during the first four months of 1994);
and stiffer penalties for tax arrears. In addition, starting June 1, 1994
the Government will adopt a mechanism of nonthly adjustments in gasoline
prices, aimed at keeping these prices unchanged in U S. dollar terms (gas-
oline prices were raised by 25 percent in the period July-August 1993 and by
a further 2 percent in January 1994). The functioning of this mechanism
will be reviewed at the tine of the review of the first-year ESAF program
The CGovernnment also will continue to inplement administrative actions to
enforce tax conpliance outside Managua, especially as regards paynents of
the general sales tax (at present more than 90 percent of the receipts from
this taxare collected in the Hanagua area). Tax administration inprove-
ments will be supported by a conprehensive technical assistance program
provided by the Fiscal Affairs Departnent of the Fund and financed by the
IDB, while the Customs Office will benefit from technical assistance from
the IDB starting in July 1994.

12.  Noninterest current expenditure is programmed to decline by 1.3 percent
of GDP in 1994. The expenditure neasures include a reduction in the nunber
of public sector enployees by 13,500 in 1994-97, or about 13 percent of
total public sector enmploynent, through the inplenentation of a voluntary
enmpl oyment reduction program (within this total the reduction in 1994 woul d
anount to 7, 000). In addition, the program for 1994 contenplates afreeze
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on public sector wages and salaries (except for selective adjustnents to a
smal | group of Central Governnent enployees), the closing and streamining
of certain governnent entities, a further reduction in the nunber of mli-
tary and internal security personnel by about 600 people, and the contain-
ment of transfers to health and education by broadening the application of
fees on a selective basis (according toincone) on certain services. The
wage bill of the Central Government (including severance paynments) is pro-
jected to decline from 7.4 percent of GDP in 1993 to 6.9 percent of GDP in
1994, Tocarry out the voluntary enploynent reduction program the
CGovernment will receive technical support fromthe Wrld Bank in the context
of a Technical Assistance Credit.

13.  Notwi thstanding the envisaged partial privatization of the telecomrmni -
cations conpany (TELCOR) scheduled for October 1994, che operating surplus
of the public enterprises is projected to inprove by 0.4 percentage points
of GDP to 4.7 percent of GDP in 1994, This will be achieved through adjust-
ments in public sector prices, inplementation of the voluntary enploynent
reduction program and reductions in other operating expenditures. Domestic
tel ephone tarif’s were adjusted by 240 percent in January 1994; water and
sewerage charges will be raised by 5 percent before end-August 1994; and
electricity tariffs are being adjusted by 1 percent a nonth. In addition,
the losses of the Central Bank will be reduced from 1.4 percent of CGDP in
1993 to 0.9 percent of CGDP in 1994 through a nechani sm of automatic debiting
of interest payments from the accounts of the comercial banks at the
Central Bank (which becane effective on April Ist, 1994), the alignment of
central bank interest rates according to market devel opments, the receipts
froma commission of 1 percent on all sales of foreign exchange by the
Central Bank (inplemented on May 1, 1994), and actions to inprove interest
recovery from the National Investment Fund (FNI).

14. In light of the prospects for a decline in external aid, achievement of
the objectives of the program requires an additional increase in public sec-
tor savings of 1 1/2 percent of GDP in 1995. To this end, current revenue
of the General Covernnent will be increased by about 1 percent of GDP in
1995 through a further reduction in indirect tax exenptions, taxation of the
t el ephone conpany and other enterprises following their privatization,

adm nistrative measures to broaden the base of the incone tax, and the
strengthening of tax enforcement in the interior of the country. The envis-
aged inprovement in tax revenue is expected to offset in part a reduction of
1 172 percent of GDP in the consolidated operating surplus of the public
enterprises, as a result of the privatization of TELCOR (the operating sur-
pluses of the N caraguan Energy Institute (INE) and the N caraguan Water and
Sewerage Institute (INAA) are expected to remain unchanged in 1995 through
the-continued pursuit of an appropriate tariff policy). Non-interest cur-
rent expenditure will be reduced further by 2 percentage points of GDP in
1995 through the continued inplenentation of the voluntary enployment reduc-
tion program (the nunber of public sector enployees will be reduced further
by 4,000 in 1995); the maintenance of the freeze on wages and salaries; the
contai nment of pension paynments; a lowering of expenditure in some M nis-
tries, including defense, and in general services and administration; and
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the non-recurrence of some extraordinary outlays (related to regional elec-
tions) incurred in 1994. Aso, total education expenditure will be reviewed
giving priority to primary educetion and reducing subsidies to secondary and
hi gher education. In addition, the losses of the Central Bank will be re-
duced further by 1/2 of i percentage point of GDP in 1995 as a result of the
full-year effect of the neasures introduced in 1994.

15. In line vith the fiscal objectives described above, quarterly limts on
both central government current expenditure (Table 1) and the useof net
donestic bank and nonbank financing by the public sector (Table 2) have been
established for the first year of the program

16. The envisaged fiscal adjustment will facilitate the inplenentation of
monetary and credit policies consistent with the growth, inflation, and
external objectives of the program for 1994-95. Partly in reflection of
prevailing uncertainties, the demand for donestic firencial assets declined
inreal terms during 1993. The program envisages that broad nmoney denomi na-
ted in local currency will remain constant in real terms during 1994 and
will recover sonewhat in 1995, Credit to the private sector is projected to
increase by about 10 percent a year in'real terms in 1994-95 (conpared with
a decline of 3 1/2 percent in 1993). on account of the envisaged reduction
in the net indebtedness of the public sector with the financial system and
the re-lending of resources to be provided by the Central Anerican Bank for
Econonmic Integration (BCIE) and other external creditors for the financing
of specific programs. The net international reserves of the Central Bank
are projected to increase by US$45 nillion in 1994 and by an additional
US$3s million in 1995. Central bank credit to the private banks, reserve
requirements, and the deposits of the public enterprises and the Social
Security System with the commercial banks will be managedin a nanner con-
sistent with the attainnent of the nonetary and bal ance of paynents targets
of the program Starting in 1995 the Central Bank intends to use open nar-
ket operations as an instrument of nonetary control on a nore regul ar basis.
Inline with these ains, quarterly linits on the net donmestic assets of the
Central Bank (Table 3) and targets on the net international reserves of the
Central Bank (Table 4) have been established for the first year of the
program

17. Starting in 1994 there will be no.further central bank financing of the
state-owned banks on a net basis (although financing could change during the
year because of seasonal reasons). The state-owned banks will need to fi-
nance new credits through inproved |loan recoveries, increased deposits, and
the external resources that they could channel without violating the pruden-
tial norms of the Cuperintendency of Banks (the private banks will be given
priority for channeling these resources). Mreover, central bank incre-
mental financing of the FNI will be linited to the re-lending of external
resources provided by regional institutions and external donors for specific
prograns, net of programmer! repayments to the Central Bank (for program pur-
poses these repayments arc projected at C$ 35 nillion a year in 1994-95).
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18. Interest rates on bank |oans and deposits will be kept free of controls
during the program period. In late Decenber 1993 the Central Bank took
steps to realign the structure of its interest rates with the market.
According to the new policy, central bank interest rates are set quarterly
on the basis of an average of the rates offered by comercial banks on
30-day deposits plus a spread of 1/4 of one percentage point. A portion of
the credit operation? of the Central Bank still takes place at bel ow market
rates but the application of the new interest rate policy will be broadened
to all central bank operations (short and long-term, with the exception of
contracts made under the old system before presentation of the first year
program to the Executive Board of the Fund.

19. The exchange value of the cordoba registered a slight appreciation in
real effective terns between the second quarter of 1991 (after the nmjor
deval uati on of March 1991) and the fourth quarter of 1992. Followi ng the
deval uation of January 1993 the Governnent adopted a crawing peg with an
annual rate of depreciation of 5 percent vis-a-vis the U S. dollar, and the
exchange rate crawl was accelerated to 12 percent a year in Novermber 1993.
As a result of these actions and the pursuit of a prudent wage policy during
1993, the cordoba has depreciated in real terms by about 6 percent since
end- 1992, consistent with the Government's policy to promote export grow h.
During the program period the Government is committed to keep exchange rate
policy under close surveillance to ensure that the balance of paynents
objectives of the program are achieved.

20, As a step in the direction of liberalizing foreign exchange transac-
tions for invisibles and capital flows, in October 1991 the Central Bank of
Ni caragua authorized the establishment of foreign exchange houses that
operate at market-determined rates. Most export receipts, official receipts
and payments, inport payments and foreign renittances are transacted in the
official market, while certain operations for invisibles and capital trans-
actions take place in the free market. Following a tightening of credit
policy, the spread between the exchange rate in the free market (nid-point)
and the official exchange rate (mid-point) has declined to less than

2 percent in recent nonths. Gven the fragile external situation, the
Government is not in a position to proceed with an immediate unification of
the exchange markets. However, the governnment is conmitted to eliminate the
nmultiple currency practice arising. from the operation of the exchange houses
through the full unification of the exchange markets (including capital
transactions) before June 30, 1995.

21. Since April 1990 N caragua has nade considerable progress in reducing
exchange and trade restrictions. However, it still mintains sonme restric-
tions on the making of payments and transfers for current iuaternational
transactions, including those evidenced by certain external paynents ar-
rears. These conprise debt service arrears, arrears of domestic inporters
(trade arrears), and nondebt service arrears (profit renmittances) incurred
by the previous adnministration. The Governnent is conmitted to the gradual
elimnation of these restrictions as the country's external situation im
proves. As a first step in that direction, by the tinme of the review under
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the first -year ESAF arrangenent, the Governcent intends to lift the existing
restrictions on the making of paynents for «:rtain invisibles (education,
health, and travel expenses) through the official market. Regarding the
trade arrears and the nondebt service arrears, the Government is not in a
position to proceed with their settlenment in cash. However, the Governnent
is engaged in bilateral negotiations with inporters and external suppliers
to obtain a rescheduling and/or reduction of trade arrears, and is negotia-
ting with foreign conpanies on the issue of profit remttances.

22. The inplenmentation of the policies described above is expected to con-
tribute to a reduction in the external current account deficit (excluding
official transfers and interest obligations) from 24 percent of GDP in 1793
to 22 1/2 percent of GDP in 1994, and to around 20 percent of GDP in 1995.
Exports in US. dollars are projected to increase at an average rate of

11 percent a year during 1994-95 as a result of higher international prices
for coffee, and the continued strength of seafood, cotton-substituting
crops, and nontraditional exports. Inports are projected to remain about
unchanged in 1994 as a resultof |ower inmport prices, and to increase by

5 percent in 1995.

23. The Covernment's program contenplates w de-ranging structural reforns
in the areas of property rights, privatization, the financial system the

| abor nmarket, and trade, which are described in detail in the Policy Frane-
work Paper (PFP) prepared in collaboration with Fund and Bank Staff. More-
over, a nunber of structural benchnarks are set out in Table 7 attached.

24, The Covernment is conscious that a rapid resolution of the property
rights issue is essential to establish the basis for private investnment and
the growth of production and exports. To that effect, it has formulated a
plan to conplete the adnministrative revision of clainms corresponding to
properties confiscated and allocated by the previous administration after
the last presidential elections, and to extend an adequate offer of conpen-
sation or return the property to legitimate clainmants. Tne Government's
plan is described in detail in the PFP (dissatisfied claimnts zan pursue
their clainms through the judicial system). Mreover, the Governnent intends
to propose and pronote nmechanisns to accelerate the judicial resolution of
property clainms. Conpensation paynents are being financed with 20-year
governnment bonds, part of which will be redeened with the resources obtained
fromthe privatization of public entities. The Governaent intends to
explore options, including the use of proceeds from further sales of state-
owned assets, to increase the market value ~f these bonds. Available
options will be reviewed carefully to ensure consistency with the fiscal
targets of the program

25. In the area of privatization, before end-COctober 1994 the Government
will offer for sale at least 40 percent of the shares of the state-owned

tel ecommuni cations conpany (TELCOR), including a manageiient contract (the
net proceeds fromthe privatization will be used to redeem conpensation
bonds). To that effect, no later than end-July 1994 the Governnent will
proceed with the issuance of regulations pertaining to the privatization |aw
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and wiil present to the National Assembly a draft law for the tel ecommuni-
cations sector permitting the privatization of TELCOR

26. The Covernment also will divest two subsidiaries of INE (ENl GAS anc
LUBNICA) before end-May 1994; and will offer for sale, offer for |lease ==
the private sector, or cease the operations of all but 39 enterprises still
managed by CORNAP before end-May 1994, and at |east another 33 CORNAP ecter-
prises as well as one enterprise under the Hinistry of Construction and
Transport before end-1994. The Government also will divest some of the
activities of the state oil conpany (PETRONIC), including its gas staticms,
and vi.1ll separate its regulatory fromits operational functions before end-
June 1995. Moreover, in the context of the Public Uilities Reform Loar
from the I1DB, before end-1994 the CGovernment will present draft |egislation
to the National Assenbly allowing private sector participation in the hw»dro-
caivon and electricity sectors. The targets on the net international re-
serves of the Central Bank will be adjusted upwards for the full difference
between the net proceeds obtained from TELCOR's partial privatization and
the amount of such proceeds used o redeem conpensation bonds.

27. To address the problens of high operating costs and poor |oan recow-
eries of the official banks, in md-1993 the Government enbarked on a plan
to restructure BANADES (the |argest state-owned bank) with technical support
fromthe I1DB. The plan contenplates steps to reduce further the bank's
staff and the nunber of-its branch offices and to enforce new [ oan and Zoan
recovery guidelines. In the case of BANIC (the second-largest state-o-d
bank), early this year the CGovernnent replaced the managenent and sone =f
the Directors of the bank. In addition, a plan to inprove loan recovery,

cut operating costs, and reduce loan concentration will be prepared before
presentation of the first-year ESAF supported program to the Executive 3oarc
of the Fund. Subject to a nore detailed analysis of the situation of tke
bank, the new managenent intends to reduce BANIC's operating |osses (defined
as excluding gains from exchange rate corrections) in 1994 by at |east %alf
of the level registered in 1993 (estimated at €C$ 12-13 million), and eli=x-
inate them altogether in 1995. Both banks will continue to conply with the
norms established by the Superintendency, any recapitalization of either
bank with government resources will be avoided, and any revaluation of <zhe
banks' assets will be linited o cover a deficit in |oan provision require-
ments and/or the indemnization expenses that could arise as a result of the
downsi zi ng of the banks' structure.

28. The Government also intends to strengthen the FNI's |oan recovery pro-
cedures and avoid generalized restructuring of commercial bank |oans, a=d
will proceed with the recapitalization of the Central Bank before end-Iwne
1995. Several actions are also being taken to strengthen the role of tie
Superintendency of Banks, including the issnance before end-nay 1994 of
revired prudential norns on |loan classification and provisioning of reszruc-
tured loans. Oher actions to be adopted by Decenber 1994 include the issu-
ance of a decree or, if necessary, the presentation of legislation to =xe
National Assembly increasing penalties for non-conpliance with prudent:al
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norms, and the inclusion of the M and the N caraguan I|nsurance Institute
(INISER) in the Superintendency’s inspection program

29. The Governnent is of the view that achieving a nore efficient and flex-
ible operation of the labor market in Nicaragua is crucial for increasing
productivity, inproving external conpetitiveness, and reducing unemploymenc.
The National Assenbly is currently discussing reforns to the |abor code anc,
in the context of these discussions, the Government has presented draft
legislation ainmed at permtting tenporary contracts as an inportant step to
reduce entry-exit barriers, developing nore balanced strike regulations.
reduci ng severance paynents, and giving powers to the Ministry of Labor
(MITRAB) to pronounce on the legality of strikes. The Governnent's policy
intentions in this area are described in detail in a letter of Labor Policw
that was prepared in April 1994. During the program period the Governnent
intends to follow the principles and procedures established in this letter.

30. In the trade area, the Government intends to proceed with its liberal-
ization program at a sonewhat nore gradual pace than had been envisaged
previously, partly because of fiscal considerations. To render the trade
system nore transparent, the CGovernment has abolished the selective con-
sunption tax (ISC) and the luxury consunption tax (IBS) and has replaced
them by a tenporary tariff (applying to 750 inport items) and a specific
consunption tax (applying to all products previously subject to the ISC and
the I1BS, but without discrimnating against imports in favor of donmestic
goods). The Government's program contenplates a reduction of inport taxes
from the present range of 10-40 percent to 10-37 percent by June 1995,
10-35 percent by January 1996. and 10-32 percent by January 1997, without
precluding the possibility of applying conpensatory tariffs in cases of
dunping as pernitted by GATT agreenents. Al inports will be subject to
this general reduction, with the exception of the items denoted "fiscal
industries", pending review of the fiscal inplications of this neasure.
During the program period the Government will refrain from introducing any
non-tariff barriers on exports or inports not justified by health or
security reasons.

31. Gven the country’s critical social indicators, the Covernnent places a
high priority on strengthening its social program for 1994-97. To facili-
tate the execution of its social strategy, in January 1993 the Government
created the Mnistry of Social Action (HAS). The Government’'s social straz-
egy consists of two conmponents. The first conponent concentrates on mediuume-
termreforms in the line Hinistries to inprove the provision of basic social
services, particularly primary health care and primary education, while the
second conponent focuses on poverty alleviation progranms targeted to the

most -~vulnerable groups. These prograns include: (i) the Emergency Soci al

I nvest nent Fund (FISE), which ains to rehabilitate econonmic and social in-
frastructure and to provide tenporary enploynent in poor areas; and (i) =me
National Reconciliation and Rehabilitation Program (PRRN), which supporcs
vul nerable groups in regions affected by the war. In addition, in Januarx-
1993 the Government created the Community Enploynent Fund, which provides
tenporary enployment in local commnities. In 1994-96 FISE is expected te
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double its expenditures tied to external financing to about us$7s mllion,
conpared with Us$37 million in 1991-93. This is expected to allow for the
creation of alnobst 20,000 jobs in 1994-95. Also, the public enploynent
reduction program to be inplemented in 1994-96 contenplates that enployees
| eaving public service would continue to draw their full salary for up to
three years, depending on length of service in the public sector.

32. The two mmjor environnmental issues in N caragua are water pollution and
def orestation. Ot her problems include soil erosion in the North Pacific
region, pesticide poisoning, and the deterioration of coastal and marine
ecosystems. To address these problens, the Governnent has prepared an
Environnental Action Plan, which is being inplemented wth donor support.
and will prepare environnental norns and regulations for water, fisheries
and mning before end-1994. Deforestation problems will be addressed by
elimnating uncertainty about land rights and expanding private sector
participation in the forestry industry under a clearly defined regulatory
framework, which will be ready before end-1994. \water pollution problens
are being tackled within the framework of an IDB project and an |DA Water
and Sewerage Project. Soil erosion is being addressed by incorporating soil
conservation practices in research and extension programs supported by an
ia agricultural credit.

33. The success of the adjustment effort and the resunption of sustainec
growth will depend, to a large extent, on the level of support fromthe
international financial community. The programis based on a level of
external grants and credits (project and non-project related) of at |east
Us$560 nmillion in 1994 and US$520 nmillion in 1995. Tot al disbursementz Of
nonproject-related loans and grants (excluding disbursenents from the Fumd,
and loans from BOE and the IDB to finance credit operations of the FNI) are
projected at US$224 nillion in 1994 and US$176 mllion in 1995.  Disburse-
ments of non-project related loans and grants in 1994 include US$52 million
from the Wrld Bank under an Econonmic Recovery Credit |l and |DA reflows;
Us$40 nillion fromthe 1DB under a Public Sector Wilities Loan; US$30 mil-
lion from Taiwan; and US$102 nmillion corresponding to cofinancing of the
Economic Recovery Credit |l and other donor assistance. Disbursements of
non-project related loans and grants in 1995 include US$42 nillion from zhe
World Bank under the Econonic Recovery Credit |l and a subsequent Economic
Recovery Credit I1l; US$50 million fromthe I1DB under the Public Sector
Uilities Loan and an Investnent Sector Loan; and US$84 nillion correspon-
ding to cofinancing of the Economc Recovery Credit |l and financial assis-
tance from Taiwan and donor countries. To obtain the support of donors and
creditors the Governnent has convened a Consultative Goup Meeting to be
sponsored by the World Bank. which will be held in Paris on June 16, 199« .

34. Debt management will seek to inprove the terns and maturity structure
of Nicaragua's external debt. To this end, during the program period the
CGovernnent intends to rely on concessional credit and to nininize borrow:ing
on nonconcassional terms. Accordingly, Table 5 specifies lints on the net
di sbursenents of public and publicly guaranteed debt with a maturity of Iless
than one year, of one to five years, and of five to twelve years.
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35. The targets for the net international reserves of the Central Bank o=
N caragua will be adjusted upward/ downward by the full amount by which nee-
project grants and credits exceed/fall-short, or actual debt service pay-
ments fall-short/exceed, the cunulative amunts shown in the attached
Schedule | (total debt service paynents, including paynents of arrears, aTe
projected at USs$249 nillion in 1994 and at US$257 million in 1995). The
conbi ned upward adjustnents would be linmted to US$20 nillion (additional
disbursements and/or |ower debt service payments in excess of this amount
will be used to finance credit to the private sector through the private
banks), while the conbined downvard adjustments would be limted to uUs$1s
million (any shortfall in excess of this anobunt would be offset through c=e
adoption of further adjustnent measures, including fiscal actions and a
tightening of credit to the private sector).

36. Given N caragua's heavy debt service burden, the exceptional financi=g
needs for the period 1994-95 will be substantial. Based on the program
these needs are projected at about US$1,220 nillion in 1994 and at US$56C
million in 1995, excluding the rescheduling of arrears with official bila=z-
eral creditors and the resources that would be needed for debt reduction
operations with the comercial banks: (The exceptional financing needs £or
1994, including the rescheduling of arrears with official bilateral credz-
tors, would anount to US$4,180 nillion.) The program assunes nho paynents to
non-Paris Cub official bilateral creditors and to commercial banks prier to
the conclusion of the negotiations with these creditors. Filling the excep-
tional financing needs for 1994-95 would require concessional reschedulimg
from Paris Club official bilateral creditors, and debt relief from non-Paris
Aub official bilateral creditors on terms conparable to those obtained Zrom
Argentina, Mexico, Venezuela, and other Latin American countries, which
provided for debt cancellation equivalent to 90-95 percent in present vaZue
tarms.

37. The CGovernment will request that a Paris Gub meeting be held after
Fund approval of the ESAF arrangement in order to consider a nev resched-

uling of its obligations and the matter of its debt stock. In the meantime,
the Government intends to continue making its best efforts to conclude two
bilateral agreenents that are still pending fromthe Paris Cub Minute

agreed in Decenber 1991. Efforts also WIIl continue to reach understandings
with non-Paris dub official bilatéral creditors on a conprehensive soluzion
of Nicaragua’s external debt problem To that end, a Nicaraguan delegaton
is expected to visit the Russian Federation following the negotiations with
Paris Club creditors. Regarding the external debt with the commercial

banks, IDA has committed US.925 nillion under its debt reduction facility for
possi bl e debt reduction operations and the Swiss CGovernment has hosted a=m
informal donors neeting to initiate the process of seeking additional ccem-
cessional assistance. The Covernnent is now intensifying its bilateral
contacts with donor countries to obtain the resources required for debt-
reduction operations and intends to nmake a new appeal on this matter to =zhe
international financial comunity in the ccntext of the upcon ng

Consul tative Goup Meeting.
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38. Nicaragua's difficult balance of payments situation has resulted in the
bui I dup of a large ambunt of external debt service arrears. as of exd-
Decenber 1993 total external debt service arrears {excluding arrears to
commercial bank creditors) were estimated at about US$3.Z billion. of which
Uss$2.8 billion were arrears to non-Paris Cub official bilateral creditors,
nmostly of the debt incurred by the previous adnministration. Sone snall
arrears to the Wrld Bank and the IDB have been cleared and all arrears on
post-cut-of f date debt and other nonreschedul able arrears to Paris Club
creditors will be settled before the date of the next Pazis CIub meeting.
Moreover, before June Ist, 1994, the Government will proceed =o make a
provision of US$8 nillion in an earmarked account as a sign of goodw |l to
cover possible paynents on the 1991 rescheduling with the two Paris C ub
creditors with whom bilateral agreements have not yet been comcluded. Wth
regard to non-Paris Club official bilateral creditors, all arrears are
assumed to be settled in the context of the negotiations with these cred-
itors. In addition, the Government is coemitted t0 making all currest debt
service paynents on a tinely basis except for those pending renegotiation
and to avoid the accunmul ation of new arrears during the program period.
Based on the projected flows of foreign financing, a schedule for the sez-
tlement Of all debt service arrears except for those pexiing renegotiation
has been set out in Table 6 attached.

39. The CGovernment of N caragua believes that the policies set forth in
this letter are adequate to achieve the objectives of the program and will
take any further measures that nay become appropriate for this purpose. To
support its mediumterm program during the period 1994-93, the Governnent
hereby requests from the Fund a three-year arrangement ntder the Enhanc.d
Structural Adjustment Facility in a total anount equivalent to sSpr 120.12
mllion (125 percent of quota); and the first annual arrangement thereunder
in an anount equivalent to SDR 40.04 million (41.66 percent of quota).
buring the period of the first annual arrangenment. the Government of

Ni caragua will consult with the Fund on the adoption of any measuresthat
my be appropriate, at the initiative of the Goverrment or whenever the
Managing Director of the Fund requests such consultation. Mreover. after
the period of the first annual arrangenent and while Nicaragua has outstand-
ing financial obligations to the Fund arising from |l oans under the arrange-
ment, the Governnment will consult vith the Fund from tine to tine, at the
initiative of the Covernment or whenever the Managing Director requests
consul cation on N caragua's econonmc and financial policies. Ni caragua is
committedto provide the Fund with such information as the Fumd requestscn
the progress nade in policy inplenentation and the achievemerrz Of the
program objectives.
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40. In addition, the Government will conduct with the Fund a md-term
review of the first annual program to be conpleted not l|ater than
February 28, i995.

Sincerely yours,

Jose Evenor Taboada A Emilio Pereira A
M ni ster President Minister of Finance

Central Bank of Nicaragua

Attachments
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Table 1. Nicaragua: Limits on Central Government Current Expenditures 1/2/3/

(Inmllions of cordobas)

Peri od Limts

Cumul ative change from Decenmber 31. 1993

Through March 31, 1994 646 (projected)
Through June 30, 1994 1,227 (projected)
Through Septenber 30, 1994 1, 827
Through Decenber 31, 1994 2,521

Cumulative change from Decenber 31, 1994
Through March 31, 1995 690

Through June 30, 1995 1,323

1/ Defined to include budgetary and extrabudgetary operational expenditures
(including severance payments related to the enploynent reduction prograny,
current transfers, and domestic and external interest payments. These limts
will be adjusted upward/ downward by the amount by which current external
interest payments exceed/fall short of the amounts shown in colum (3) of the
attached Schedule Il. The upward adjustments will be linmted to uUs$7 million.

2/ The Septenber 30, 1994 and the Decenber 31, 1994 ceilings wll be
adjusted downward by the full amount by which donestic interest paynments fall
short of the amounts contenplated in the program which are €$5 nillion
through end- Septenber 1994. and €$48 nillion through end-1994.

3/ The ceiling for Decenber 31. 1994 constitutes a performance criterion of
the program  All other ceilings are quantitative benchmarks.
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Table 2. Nicaragua: Limits on the Net Donestic
Fi nancing of the Conbined Public Sector 1/2/3/

(In_mllions of cordobas)

Peri od Limts

Cumul ative change from Decenber 31, 1993

Through March 31, 1994 -50 (actual)
Through June 30, 1994 164 (projected) &4/
Through Septenber 30, 1994 -287

Through Decenber 31, 1994 -621

Cumul ative change from Decenber 31, 1994
Through March 31, 1995 125

Through June 30, 1995 72

1/ Includes bank and nonbank financing of the nonfinancial public sector
as well as the operational |osses of the Central Bank of N caragua. Nonmbank
financing of the nonfinancial public sector includes domestic bond place-
ments outside the financial system (excluding placenents of conpensation
bonds) and any change in outstanding donmestic obligations, including
suppliers' credits. The nonfinancial public sector is defined to include
the Central Government, the Municipality of Mnagua, the Social Security
Institute (INSSBI), the Nicaraguan Electricity Institute (INE), the Water
and Sewerage Institute (INAA), and the Tel ecomunications Conpany (TELCDR)
(tel ephone operations will be included until end-Septenber 1994).

Di sbursements and anortization paynments in foreign currency wll be
converted to cordobas at €$6.8 per U S. dollar during 1994, and at €$7.6 per
U S. dollar from January 1 through June 30, 1995.

2/ These limts wll be adjusted: a) upward/downward by the full anount
by which non-project grants and |oans fz11 short/exceed, or actual debt
service payments exceed/fall-short o7, the ampunts shown in colums (1) and
(2) of the attached Schedule Il (the combined upward adjustnent will be
limted to US$1S nmillion); b) downward by the full difference betveen the
net proceeds obtained from TELCOR's partial privatization and the anount of
such proceeds used to redeem conpensation bonds; and ¢) upward/ downward by
the full amount by which non-project grants and |oans assumed in the program
to be disbursed to the nonfinancial public sector/the Central Bank are
di sbursed to the Central Bank or viceversa.

3/ The ceiling for Decenber 31, 1994 constitutes a performance criterion
of the program Al other ceilings are quantitative benchmarks.

4/ The outcone for June 30, 1994 could be up to C€$109 mllion higher than
this projection depending on the result of negotiations with the Central
Anerican Bank for Economic Integration (BCIE) and other external creditors
regarding the distribution of paynents between the second and third
quarters.
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Table 3. Niceragua: Ceilings on the Cumulative Change in the
Net Domestic Assets of the Central Bank 1/2/3/4/

(In_nmillions of cordobas)

Peri od Limts

Decenber 31, 1393-March 31, 1994 -226 (actual)
Decenber 31, 1993-June 30, 1994 -33 (projected) s/
Decenber 31, 1993-September 30, 1994 -146

Decenber 31, 1993-December 31. 1994 -255

Decenber 31, 1993-March 31, 1995 ‘ -85

Decenber 31, 1993-June 30, 1995 -179

1/ Net donestic assets are defined asthe difference between currency in
circulation and the net international reserves of the Central Bank (as
defined in Table 4).

2/ Amounts denominated in foreign currency will be converted to cordobas
at ¢$ 6.8 per U S dollar during 1994, and at €$ 7.6 per US. dollar from
January 1 through June 30, 1995.

3/ These linmts will be adjusted: a) upward/downward by the full anount
by which nonproject grants and |oans fall-short/exceed, or actual debt
service payrments exceed/fall-short, of the amounts shown in colums (1) and
(2) of the attached Schedule | (the combined upward adjustrment will be
limted to <3%$15 mllion, while the conbined downward adjustnent will be
limted to US$20 nillion); and b) dowward by the full difference between
the net proceeds obtained from TELCOR's partial privatization and the anount
of such proceeds used to redeem conpensation bon&  Additional di sburse-
ments and/or |ower debt service paynents in excess of the U$$20 nillion
referred to in (a) will be used only to finance credit to the private sector
through the private banks.

4/ The ceiling for December 31, 1994 constitutes a performance criterion
of the program All other ceilings are quantitative benchnarks.

s/ The outcone for June 30, 1994 could be uwpto C$143 mllion higher than
this projection depending on the result of negotiations with the Central
Anerican Bank for Economc Integration (BCIE) and other external creditors
regarding the distribution of payments between the second and third
quarters.
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Table 4. Nicaragua: Targets for the Stock
of Net International Reserves of the Central Bank 1/2/3/

(In millions of U.S. dollars)

Peri od Fl oors

Decenber 31, 1993 5.5 (actual)

March 31, 1994 40.9 (actual)

June 30, 1994 10.2 (projected) 4/
Sept enber 31, 1994 27.9

December 31, 1994 50.5

March 31, 1995 30.5

June 30. 1995 40.5

1/ Defined as the difference between the gross foreign assets and the
short term foreign liabilities including the net IHF position. The SDR is
to be converted at US$1.35=SDR 1 and gold holdings of the Central Bank are
to be valued at US$360 per troy ounce. These targets will be adjusted in
case that the figure for the net international reserves of the Central Bank
as of Decenber 31, 1993 is revised, in order to maintain the quarterly flows
during the program period.

2 These targets will be adjusted: a) upward/downward by the full anount
by which non-project grants and | oans exceed/fall-short, or actual debt
service paymen.s fall-short/exceed, the amounts shown in colums (1) and (2)
in the attached Schedule I (the conbined upward adjustnents will be limted
to USS20 million, while the conbined dovnvard adjustment vill be limted to
US$15 nillion); and b) upvard for the full difference between the net
proceeds obtained from TELCOR’s partial privatization and the anount of such
proceeds used to redeem conpensation bonds.

3/ The target for Decenmber 31, 1994 constitutes a performance criterion
of the program Al other targets are quantitutive benchnarks.

4/ The level of NIR for June 30, 1994 could be up to US$21 mllion bel ow
this projection depending on the outcone of negotiations with the Central
Anerican Bank for Economc Integration (BCIE) and other external creditors
regarding the distribution of payments between the second and third
quarters.
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Table 5. Nicaragua: Limits on Net Disbursements of External Loans
Contracted or Guaranteed by the Public Sector 1/
(In mllion of U.S. dollars)
Peri od Limts
Cumul ative from December 31, 1993
a) Debt with a maturity of |-12 years
Through June 30, 1994 50
Through Septenber 30, 1994 65
Through December 31, 1994 75
Through March 31, 1995 95
Through June 30, 1995 110
b) Debt with a maturity of |-5 years
Through June 30, 1994 10
Through Septenber 30, 1994 15
Through Decenber 31, 1994 15
Through March 31, 1995 20
Through June 30, 1995 25

Debt with a maturity of less than 1 year
<) Through 54 Y Y/

Through
Thr ough
Through

Thr ough

June 30, 19
Septenber 30, 1994
Decenber 31, 1994
March 31, 1995
June 30, 1995

1/ The linits for Decenber 1994 constitute a perfornmance criterion of
All ot her targets are quantitative benchmar ks.

program

2/ Excluding normal

Central

Bank.

Inport-related credits and reserve liabilities of

t he

the
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Table 6. Ni-aragua: Linmits on the Stock of
External Payments Arrears 1/2/3/

(inmllions of U S dollars)

Peri od Limts

Decenber 31, 1993 (estimte) 23

March 31, 1994 (estimate) 47

June 30, 1994 42 (projected) &/
Septenber 30, 1994 10

Decenber 31, 1994
March 31, 1995 .-

June 30. 1995

2/ No new arrears will be incurred wthin the program period.

2/ Includes debt service arrears only. Excludes arrears pending
renegotiation.

3/ The limts for Decenber 31, 1994 constitute a performance criterion of
the program All other targets are quantitative benchmarks.

4/ The outcone for June 30, 1994 could be up to US$21 nillion lower than
this projection depending on the result of negotiations with the Central
Anerican Bank for Economic Integration (BCIE) and other external creditors
regarding the distribution of payments between the second and third
quarters.
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Table 7. Nicaragua: Structural Benchmarks Under the First
Annual Arrangenment Under the Enhanced Structural Adjustnent Facility

Benchmar ks Ti met abl e
l.Public
(1) I npl ement the voluntary enpl oynment Through-end 1994

reduction program to reduce the nunber of
public sector enployees by 7,000.

(ii) | mpl ement the voluntary enpl oynent January 1, 1995-
reduction programto reduce the number of June 30, 1995
public sector enployees by an additiona
2, 000.

2.cr e d i t

(i) Elimnate central bank financing of the Thr oughout program
state-owned banks on a net basis (financing period 1/
could change during the year because of
seasonal reasons). 2/

(i1) Linit incremental central bank financing Throughout program
of the FNI to the re-lending of the period 1/
external resources provided by regiona
institutions and external donors for
specific programs, net of programed
repayments to the Central Bank. 3/

1/ Constitute structural performance criteria of the program for the period
January 1, 1994-December 31, 1994, to be neasured on an end-of-yea- basis.

2/ Net central bank financing of the state-owned banks (disbursements minus
repaynments) will be zero in calendar year 1994. This linmit will be adjusted
downward fnr any sale of portfolio of the state-owned banks to the private banks
that could result in a reduction of central bank clains vis-a-vis the stace-
owned banks.

3/ Repaynents to the Central Bank are programmed at €$35 million in 1994
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Table 7. N caragua: Structural Benchmarks Under the First Annual
Arrangement Under the Enhanced Structural Adjustment Facility (Continued

Benchmar ks Ti net abl e

3. Interest Rates
Mai ntain the nechanism by which central bank Throughout program
interest rates (short- and long-term are set period 1/

quarterly on the basis of an average of the
rates on 30-day deposits plus a spread z£
1/4 of one percentage point.

4, Financial Sector Reform

(1) Avoid any recapitalization of BANADES or Throughout program
BANIC with government resources. Any peri od
reval uation of the banks' assets wll be
limted to cover a deficit in [oan provision
requirenents and/or indemization expenses
to personnel, and their continued conpliance
with the prudential norms of the
Superintendency will be enforced.

(ii) Reduce BANIC'’s operating |osses (excluding January 1lst,1994-
gains from exchange rate corrections) by at December 31, 1994
I east half of the 1993 level (estimted at
C$ 12-13 mllion).

5. Privatization

(1) Procead With the issuance of regulatiuns No later than end-July
pertaining to the privatization |aw and 1994
present to the National Assenbly a draft
Law for the tel econmunications sector
permtting the privatization- of TELCOR.

(i) Ofer for sale at |east 40 percent of the End- Cct ober 1994 2/
shares of the state-owned tel econmuni cations
conpany (TELCOR), including a management
contract.

(iii) Ofer for sale, offer for Lease to the End- Hay 1994
private sector, or cease the operations of
all but 39 enterprises still managed by CORNAP.

1/ Constitutes a structural performance criterion for the period through
Decenber 31. 1994. Compliance with this per -mnce criterion will be
determined on the basis of the Technical M- «- -~ um of Understanding.

2 Constitutes a structural performance cc:-zrion und + the program
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Table 7. Nicaragua: Structural Benchmarks Under the First

Adjustment Facility (Corcluds:

Benchmarks

Timetable

(iv)

(v)

Offer for sale, offer for lease to the
private sector, or cease the operations of
at least another 33 enterprises still
managed by CORNAP.

Present draft Legislation to the National
Assembly allowing private sector
participation in the hydrocarbon and
electricity sectors.

6. Exchange and Trade Policy

(1)

(1)

(1it4)

Lift existing restrictions on the making
of payments for education, health, and
travel expenses through the official market.

Eliminate multiple currency practice through
full unification of the exchange markets
(including capital transactions).

Refrain from introducing any non-tariff
barriers on exports or imports not
justified by health or security reasons.

End-1994 1/2/

End- 1994

February 28. 1445

June 30, 1995

Through June 30 _ 19t:

1/ Constitutes a structural performance criterion under the program.
2/ This implies that all but six enterprises still managed by CORNAP w31l *e
offered for sale, offered for Lease, or cease their operations before end-199-
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SCHEDULE ©
Cumulative Clsbursements of Nonproject-Related
Grants and Loans 1/
(In_millions of U.S. dollars)
Total
Public Sector
QY]
December 31. 1993-June 30, 1994 73
December 31, 1993-September 30, 1994 146
December 31, 1993-December 31, 1494 224
December 31, 1993-March 31. 1995
December 31, 1993-June 30, 1995 289
Programmed cash debt service payments
(including debt service arrears)
Total
Public Seztec=zT
(2)
December 31, 1993-June 30, 1994 95
December 31, 1993-September 30, 1994 175
December 31, 1993-December 31, 1994 249
December 31. 1993-March 31, 1995 301
December 31, 1993-June 30, 1995 371

1/ Excludes disbursements by BCIE and FIV and the non-convention&!
line from the IDB.
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SCHEDULE 11
Cumul ative disbursements of non-project related
grants and |oans 1/
(In_millions of US. dollars)
Tot al

Nonf i nanci al
Public Sector

(1)
Decenber 31, 1993-June 30, 1994 16
Decenber 31, 1993-September 30, 1994 a9
Decenber 31, 1993-December 31, 1994 167
Decenber 31, 1994-March 31, 1995 6
Decenber 31, 1994-June 30, 1995 29
Programmed cash debt service payments
Total Debt Service
of  Nonfinanci al
Public Sector
plus Central Bank Central Government
Interest Paynents I nterest Paynents
(2) &/ (3
Decenber 31, 1993-June 30, 1994 85 37
Decenber 31, 1993-September 30, 1994 149 59
Decenber 31, 1993-Dacember 31, 1994 204 80
Decenber 31, 1994-March 31, 1995 47 24
Decenber 31, 1994-June 30, 1995 105 46
1/ Excludes disbursenments by BCOE and FIV.

2/ Includes

debt service arrears.



