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Abbreviations used:

ADDAC
Asociación para la Diversificación y el Desarrollo Agrícola Comunal, NGO supported by NORAD

ASOMIF
Association of Nicaraguan Micro Finance Institutions

BDS
Business Development Services

CA
Central America

CAFTA
Central American Free Trade Agreement

CARUNA
Caja Rural Nacional, MFI supported by NORAD

CEI
Centro de Exportación e Inversión

CNE
National Energy Commission

CONAPI
Cámara Nacional de Mediana y Pequeña Industria

ENEL
Nicaraguan Electricity Company

FADCANIC
Fundación para la Autonomía y Desarrollo de la costa Atlántica en Nicaragua, NGO supported by NORAD

FDI
Foreign Direct Investment

FIAS
Foreign Investment Advisory Service

GDP
Gross Domestic Product

GEF
Global Environment Fund

GON
Government of Nicaragua

HACCP
Hazardous Analysis of Critical Control Points

HIPC
Heavily Indebted Poor Countries programme (IMF)

IDB
Inter-American Development Bank

IFC
International Finance Corporation

IMF
International Monetary Fund

IMR
Institute of Marine Research in Bergen

INAFOR
National Forestry Institute

INE
The Nicaraguan Energy Institute

INTUR
The Nicaraguan Tourism Institute 

LDC
Least Developed Countries

MAGFOR
Ministry of Agriculture and Forestry

MBC
The Mesoamerican Biological Corridor 

NCSF
Norwegian College of Fishery Science in Tromsø

MFI
Micro Finance Institutions

MIFIC
Ministry of Development, Indrustry and Commerce

PASA
Programa de Apoyo a Sector Agrícola

PSD
Private Sector Development

QMS
Quality Measurement Systems 

SGPRS
Strengthened Growth and Poverty Reduction Strategy

SIN
National Interconnected System

SME
Micro-, small and medium-sized enterprises

SPS
Sanitary and Phytosanitary

TBT
Technical Barriers to Trade

US
United States of America

WB
World Bank
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    Source: EIU

Nicaragua at a glance:

Political system:
Republic established in 1854, with present Constitution approved 1987. 

Unicameral National Assembly with 6-year term. The President has a 5-year term and wide powers. Next Presidential election is November 2006. 

Area & Land use:
121,416 Km2 land area. (12.1 Million Ha) or (37% of Norway’s area)

Longitude: 83 to 88 degrees West, Latitude: 12 to 15 degrees North

40% arable, 9% pastures, 29% forestry, 22% protected areas and lakes. 

Climate:
The Pacific Zone has annual average temperature of 23 C and precipitation from 700 to 2000 mm. The Atlantic Zone has an average temperature of 26 C and precipitation from 2000 to 4000 mm.

Population:

5.3 million inhabitants. (2002) Growth rate 2.8% (WB)

Population density:
44 inhabitants per square kilometre. 90% of the population live and work in the lowland belt between the Pacific and the lakes.

Major cities:

Managua
1.028 million (approx. inhabitants in 2002.)




León

   185 000




Masaya
   140 000




Granada
   111 000




Esteli

     73 000

Matagalpa
     62 000

Language:
Spanish is the national language, but English is spoken on Corn Island and the Caribbean coast with occurrence of various Indian languages. 

Measures:

US Imperial

Currency:

Cordoba (NIC) = 100 Centavos




1 USD = 14.9 NIC (March 2003) Annual inflation 2002 = 6%

                                    1 NIC = 0.50 NOK ( Norwegian Krone, March 2003)

Time:


6 hours behind GMT.

GDP & GDP/Cap:
USD 4.0 billion.  USD 779 per Cap (2002) 

It is generally reckoned that 50% of the population live in poverty and 17% live in extreme poverty.

External Debt:

USD 6.7 billion (270% of GNP) 

Internal Public Debt:
USD 1.8 billion



Summary of Recommendations

FOCUS AREA
RECOMMENDED EXTENSIONS OF EXISTING SUPPORT
RECOMMENDED FOR CONSIDERATION AS NEW AREA OF CO-OPERATION
POTENTIAL FOR COMPANIES AND INSTITUTIONS TO CONTRIBUTE

TRADE

Strengthen and expand SPS infrastructure as well as Quality Management, in order to meet sanitary- quality certifiavtion requirements in opening external markets. 
Possible IDB co-financing.



Support to CEI (with special focus on SMEs) – with interventions to improve marketing skills and more demand focus.




Support to Pro Nicaragua– assisting to attract more foreign capital and know how.




Support to the MIFIC Plan – and assist losers in a transition period to become winners.


AGRI-CULTURE
Continue demand-driven production technology transfer including environmental awareness to new groups of small scale producers

ADDAC

FADCANIC


Share gained lessons learned, project results and experiences with like-minded donors  
Consider co-financing of sub-components either as expansion of programme components or as replication in additional geographical areas of the Danida planned PASA II project and share experiences. (Ex; Integrated Pesticide Management & Degraded Pastures, INTA)
DANIDA



Strengthen and expand sanitary and phytosanitary (SPS) facilities as well as Quality Management, in order to meet the quality certification requirements of external markets
Possible IDB co-financing.


Monitor agro-industries development initiatives with Norwegian firms
Offer training and technical assistance to support PSD initiatives within agro-industries development with Norwegian co-operation 
NORFUND and Norwegian companies

FORESTRY


Continue – and if possible increase – the Norwegian efforts to reduce deforestation.  
Support to the weak Nicaraguan furniture industry could be based on possible replication of the Moratuwa project in Sri Lanka afterevaluating the results.


MARITIMESECTOR

Norwegian maritime expertise covers

all aspects in this sector


FISHERIES
To improve vocational training in fisheries the Norwegian College of Fishery in Tromsø could expand their ongoing co-operation with Uracan University to include Fisheries Engineering as a subject.  
Institute of Marine Research in Bergen could assist in building/improving management systems for the country's maritime natural resources.


TOURISM

Adventure and eco-tourism should have good potential in Central America. Regional co-operation to develop the industry could be one avenue to support development of the sector. International competence in the field at moderate costs level should be available in the international travel industry, but establishing desirable infrastructure will need substantial capital investments.


ENERGY

Participate and select suitable elements of small-scale hydroelectric rural plants. 
(UNDP)



Continue to support petroleum exploration scholarship programmes and scout for direct company-INE co-operation.(PETRAD)




Promote firewood model plantation through NGO programmes. (ADDAC)


SME Develop-ment
CONAPI's proposal supporting business development services for a second phase should be appraised within a market research perspective.
Consider credit line for cleaner and safer production in cooperation with the UNEP cleaner production project.




Appraise possible co-financing of PASAII within a rural financial system perspective, considering NORAD's current involvement with CARUNA, FADCANIC and ADDAC.



Improve practices by increased donor coordination and suggest joint donor activities, design sound exit strategies and apply performance based contracts based on benchmarks in the MFI's business plans
.


Chapter 1   Background

1.1 Mandate

It is generally accepted that effective poverty reduction requires economic growth and that wide involvement of the private sector is necessary for sustained and broad-based economic development.  Interventions by the public Norwegian development cooperation in the private sector are principally poverty-reduction oriented, and based on overall strategies referred to in the Mandate attached in Annex A.  NORAD's Department for Latin America, the Middle East and South-eastern Europe together with the Royal Norwegian Embassy in Managua mandated 18 February 2003 a working group to prepare a private sector development (PSD) study for Nicaragua as basis for NORAD’s further PSD interventions.

The Working Group

The working group consisted of Håkon Lepsøy; Dept. for Latin America, the Middle East and Southeastern Europe, Vibeke Pedersen; Dept. for Civil Society and Private Sector Devt., Hege Gulli; Technical Dept., in Oslo, Mette Kottmann and Felipe Rios from the Embassy in Nicaragua. Åsbjørn Skaaland participated as external and writing consultant. The Ambassador in Nicaragua, Idar Johansen, took part in some meetings. As consultant for DFID, Raul Fajardo participated with the team during interviews. 

The Focus

The focus of this report is to describe how NORAD best can contribute to economic development in Nicaragua through private sector development, within the existing policy context and particularly with respect to poverty-reduction policies as principally formulated in the Nicaraguan SGRSP as well as in coordination with other donors. The available funds for interventions from NORAD are limited. The team has in line with the mandate and with consideration to relevant Norwegian competence and resources as well as economic development potential, focused on the following segments of the private sector: Trade, Agriculture, Forestry, Fisheries, Tourism, Energy as well as SME development and financing. 

Nicaragua is currently rated by the World Bank (WB) as the poorest country in Central America. The primary sectors; agriculture, forestry and fishery, are the backbones of the economy. The industrial sector remains small. In a regional context the un- and underemployment is comparatively high while the skills-level of the economically active population is found to be low. Recently a more liberal opening for global trade and finance has created opportunities for the country but also exposed and closed-down non-competitive production practices caused by low productivity and high transaction costs. High dependence on unprocessed products, like coffee, makes the economy and employment capacity vulnerable to world market price fluctuations. 

The available human, economical and physical resources form, however, the basis for further economic development and poverty reduction. A basic assumption for the NORAD initiatives in PSD is that sustainable use of resources and protection of the environment can be ensured. Women’s participation and gender relations are seen important in PSD interventions. Good Governance and Human Rights compliance are also crosscutting objectives.

The Methodology applied

The team revised existing relevant material referred to in Annex C and made a field visit to Nicaragua from March 3rd to 12th, 2003. Interviews, analysis and discussions were the prime methods applied. A list of the meetings held and persons met and interviewed is attached in Annex B. The team presented the preliminary findings to the Embassy in Nicaragua on March 12th.

1.2 Recent Historic Events Influencing PSD

Nicaragua has been the scene for dramatic political and natural events over the last decades. A dramatic decline in its economic performance has been the consequence. In spite of being rich in natural resources with abundant access to fertile volcanic soil and an average annual rainfall of 1900 mm, providing the most productive potential in the region, World Bank ranks Nicaragua among the world’s poorest countries and its per capita national income is the lowest in Central America. 

Since the late 1970s the GDP has fallen, starting with a decline of 29% in 1979. Over the same period the GDP per capita fell by an annual average of 5.6%. The decline was principally caused by radical restructuring of the productive and political sector, introduction of planned economy, macro-economic melt down along with widespread economic and legal corruption, disturbing guerrilla insurgency, a US trade embargo, fluctuations in regional trade, floods, droughts and changing commodity prices. 

In 1990 when Nicaragua had the same per capita income as in 1960, the nation’s physical infrastructure was virtually destroyed and the social fabric that weaves a society together had been torn apart, the Government of President Violeta Chamorro returned to a market economy policy and requested USD 500 mill in aid for reviving the trade and economic activities. The actual aid received was insufficient to help the administration out of its circumstances and the economic recovery floundered. The Government of President Aleman (1997-2002) promised to continue the structural adjustment and create 100 000 jobs by reactivating agriculture, tourism and by attracting foreign investment. The reduction of poverty and the promotion of growth were given high priority, but frequent claims of continued widespread deeprooted public corruption culture reappeared. USD 250 million is currently in dispute. Hurricane Mitch radically altered Nicaragua’s entire economic outlook in November 1998. With reconstruction topping the list of priorities and a new focus on debt relief, there were signs that financial resources were being targeted at areas of greatest needs, and that a political cooperation not seen for many years was emerging. The export earnings nearly doubled from 1990 to 2000, but the export income during 2002-2003 is certain to be reduced significantly due to the low world market prices of coffee, the biggest export income earner, dramatically affecting coffee-producing communities predominantly in the north of the country. 

President Enrique Bolaños was elected in November 2001. His campaign platform included job creation, poverty reduction, increased foreign investment, fighting corruption, successful negotiation of an IMF programme and achievement of international debt relief. The present government is publicly committed to improving the business climate by tackling some of the thorny political issues that have dampened investor enthusiasm including return of confiscated property, security in rural areas and improving the rule of law. The political latitude, however, for the new President is so narrow that fighting corruption is by various observers seen as his most significant contribution to economic development. With few promising economic opportunities in the horizon, the best prospect for the country seems cancellation of some debt though the WB-IMF Heavily Indebted Poor Countries programme, (HIPC). Nicaragua is one of the world’s most indebted countries on a per capita basis and for its payment balance highly dependent on foreign remittances and foreign donations. If successful, the IMF packet would relieve USD 4.5 billion of the USD 6.3 billion external multilateral and bilateral debt in 2003. 

The present economy is primarily based on agriculture that contributes almost 35% of GDP and employs directly a third of the work force. The principal export items are coffee, sugar, beef, seafood and bananas. Main industries are food processing, (meat, sugar, seafood) textile production, wood, chemical and mineral products. Mineral resources are limited but there exist deposits of gold, copper and silver.

Manufacturing represents only 16% of the GDP in 2001 and employs 8% of the work force. The directly employed in the Free Trade zone represents 2% of the total workforce. Under- and unemployment is high with estimates ranging from 25 to 40% of the potentially productive part of the population in the different regions.

1.3 Nicaragua’s Poverty Reduction Strategy

The “Strengthened Growth and Poverty Reduction Strategy” (SGPRS) of July 2001 is the current principal national plan for a fundamental broad based economic recovery after the collapse in the 1980 ties. The guiding principles are:

 - 
Continued modernisation of the state to increase both its focus and efficiency in   providing services to the poor.

· A complementary promotion of greater equity by increasing the access of the poor to benefits of growth, with particular emphasis on rural communities, women, indigenous groups.

· More transparency through improved public administration systems, laws and procedures, and accountability through participatory processes that include targeted communities, beneficiaries, and local leaders.

· A broader participation of all members of Nicaraguan society in implementation of the strategy.

The strategy is based on four agreed pillars and three cross-cutting themes: 1) Broad based economic growth over the next five years in an environment of price stability; 2) investment in the human capital of the poor; 3) protection to vulnerable groups, and 4) good governance and institutional development. Crosscutting themes refer to environmental vulnerability, greater social equity, and decentralisation. 

Labour intensive, country wide economic development is seen as the most important element in implementing the first pillar of the SGPRS. Success rests on implementation of macroeconomic programme of continued stabilisation and structural reform, including privatisation of government-owned utilities, actions aimed at strengthening the rural economy and fostering of small and medium sized businesses. In spite of public interventions, the strategy clearly states that it is the private and not the public sector which will create the productive jobs, increased income and wealth in Nicaragua.

The SGPRS underlines the need for Good Governance in prodding economic growth, acknowledging that judicial and quasi-judicial institutions will need further improvements and strengthening. Resolution of property claims and land titling has priority as well as improved functioning of cadastres and registries of land titles and rights. Public defenders will assist the poor in improved access to the legal system. Judges will be provided more training, more equipment, streamlined procedures and time to develop a culture of judicial integrity and prestige. The government’s efforts to fight corruption and strengthening ethical values is an integral part of the SGPRS through more transparent, independent, effective and efficient democratic institutions.  

1.4 NORAD’s PSD Related Programmes in Nicaragua


Support
Brief Status

Energy Sector 
Power generation

· Small Scale Hydroelectric Plants. CNE - NIC2277


Million NOK

2003


A joint program with several donors, UNDP and GEF with the development objective to strengthen the productive capacity in rural areas through the installation of small hydroelectric plants. It is expected that the new power availability will initiate new production options in rural zones. NORAD is considering participating with a budget of NOK 10 million for the period 2004-2007.

Resource Management

· MARENA-NIC 2272

· Petroleum exploration competence transfer. INE-NIC 0010
0.500
Natural Resource Management. Support considered frpm 2004.  

For several years NORAD has supported the National Energy Institute with institutional strengthening of the Directorate of Hydrocarbons with focus on management, exploration and exploitation of petroleum. The current programme includes technical assistance from the Norwegian Petroleum Directorate & exploration licensing.  

Institutional Cooperation

· Technological Ass. INTA NIC 0032

· Joint donor anti-corruption fund NIC 2264

· IDB/Transparency NIC 2257
0,200

2,000

1,100
Natural resource use. Programme ends 2003.

Good governance, Project ends 2003. 

Good governance

Micro-finance 
· Rural Financial Services     Caja Rural Nacional CARUNA NIC 0037

· Urban Financial Services for Small Business; Comité Nacional para la Pequeña Industria; CONAPI – NIC 0004
0.538
A rural financial services programme supported by NORAD during 1997-2000 at a cost of NOK 9.5 million, aimed at institutional strengthening of rural credit cooperatives. A new phase for period 2004-6 is being considered with a budget of NOK 9.5 million.

First phase ended 2001. Result was the creation of micro-credit banks in 5 main cities. A new phase is planned for the period 2003-5, with a cost of NOK 9.0 million to expand financial services to other cities. CONAPI, an association of small enterprises working at national level is contract partner. Executing agency: FUNDEPYME, an autonomous institution created by CONAPI to handle the small banks network.

Agriculture
· Food Security & Agricultural diversification, Matagalpa. ADDAC NIC 2259

· Integrated Pesticide Management MIP

· Degraded Pastures

· Scholarships at EARTH
0.900


ADDAC, a NGO operates in the northern part of the country. Matagalpa, Jinotega and Esteli provinces. Operates in a region of high poverty, and after several years of receiving NORAD financing has proved to be a model worth to replicate. A new phase is planned to start in 2004 with a budget of NOK10.0 million. 

Regional programme with CATIE executed in Nicargua.

Regional programme with CATIE executed in Nicargua.

Regional programme benefitting Nicarguan students.

Forestry (Agro-forestry)

· Sustainable Agro-Forestry Development     FADCANIC - NIC 2246
2.500
This is an on-going program, started in 2000 aimed at organising the peasants in the South Atlantic Region to become efficient and sustainable agricultural/forestry production units while protecting the fragile environment of the rain forest. Components include technological transference, farmer’s organisation, credit, and commercialisation of products. Budget is NOK12.0 million. Executing agency is FADCANIC, an Atlantic Region’s NGO.

Trade
· Trade Related Human Resources and Enterprise Development for Foreign Trade in Central America


4.650
Training of SMRs in export and trade related issues implemented by International Trade Centre.

    Source: NORAD and Norwegian Embassy Nicaragua

Chapter 2   Resources and Opportunities for PSD
2.1 Resources and Infrastructure for Private Sector Development

Natural Resources - Land Use

Nicaragua is the largest of the Central American countries with a total land area of 121,416 Km2 (12.1 Million Hectares), or slightly over a third of Norway’s size. The agricultural resources are the best in Central America. From being the top ranking producer in the 70-ties the country now generally occupies the bottom place. 

Land use
Ha
%

Agricultural land
1 437 684
12

Agro – Forestry 
1 898 832
16

Cattle Pastures
1 161 914
10

Forestry and/or Cattle Pastures
1 500 629
12

Forestry
3 527 309
29

Protected biodiversity areas and lakes
2 615 280
22

TOTAL
12 141 649
100

Source: National Development Strategy, Ministry of Agriculture and Forestry Jan.2001.

Fresh Water – Coastal Waters

Lago Cocibolsa or Lake Nicaragua is the biggest freshwater body in Central America. It is 148 km long and 55 km wide (8 264km2) and depth varying from 20 to 60 meters. The lake has abundant seawater fish that has adapted to the freshwater and is principally an unused resource. The lake Managua 644 km2 is in second place of fresh water bodies but heavily contaminated due to untreated wastewater originating from industrial units and the population of the Capital, located at its southern shore. Nicaragua possesses coastal resources in the Caribbean - Atlantic Ocean as well as the Pacific Ocean, with a total coastline of approximately 850 Km.  

Roads and Ports

The Pan-American Highway runs north-south through Nicaragua on the Pacific side and representing the main artery that facilitates the majority of overland cargo. There are approximately 19 000 Km of road in Nicaragua while only 2 000 Km have hard surface and only 18% were included in the maintenance budget in 2001. Most paved roads are located in the western part (Pacific side) and there is no all weather roads connecting the Atlantic coast to the national road grid. A secondary road currently under improvement connects Managua with the interior port town of El Rama from which there is river transport to Bluefields, located on the southern Atlantic coast. The unpaved part of the road connecting Managua to the port of Puerto Cabeza on northern Atlantic coast is passable only in the dry season (December – April). The major problem is the lack of roads in the rural areas for bringing the products to markets.

Because of poor infrastructure and high operating costs, most cargo and fresh fruit shipped in containers from the Atlantic region are trucked by road to Puerto Limon in Costa Rica or to Puerto Cortez in Honduras. This adds USD 1000 per container compared with shipping from the Pacific port of Corinto (180 km north of Managua). The extra cost of land transport mentioned above equals the shipping cost from Puerto Cortez to New York. Plans for using container barges connecting Masaya at Lake Nicaragua with a Panamanian shipping hub is under planning.

With the completed upgrade the Managua International Airport is designed to handle 1.4 million passengers yearly as well as cargo. There are separate cargo facilities including cold storage and currently on average 6 cargo flights per week. 

The Human Resource Base

Business promoters find the majority of the workforce to be unskilled and with low levels of productivity. Many have dropped out of schools after a few years. The access to vocational training has been equally limited and the training systems need substantial upgrade in order to meet the needs of the growth sectors. Generally countries with high economic growth rate demonstrate link between quality of education and economic productivity. However, Nicaragua has a substantial deficit in terms of skilled labour at most levels. For instance, investors see the lack of middle managers and technicians as one of the most severe problems. Additional to having limited capacity for vocational training, the teaching system is characterised to be very theoretical and academic, with the curriculum criticized for not being relevant and not reflecting the kind of trade or skills competence and know-how required by the productive sector. Womens participation has increased from 15% in 1959 to average 42% of the economically active population
, with 37% in the rural areas and 46% in urban. However, 74% of the economically active women had their work in the informal sector and mainly in commerce. The average income has in the sam study been estinated to be 28% below the income of men perfroming the same job.

Financial Services

Four public banks closed last year as an indication of the difficult financial climate in Nicaragua. The prevailing relaxed financial discipline and corruption is still a major obstacle for a well functioning financial service sector and access to credit is very expensive for most borrowers if at all available. This is a major barrier for financing of long-term lower return projects.

NORFUND is a Norwegian state-owned investment institution and its purpose is to help establish sustainable, viable ventures in developing countries that otherwise would not have been established due to the perception of the risk involved. NORFUND provides loans, equity and quasi equity without subsidy to profitable and viable private enterprises. NORFUND can, if the project is found viable, play a co-financing role either directly or through a cooperating company. NORFUND has invested in venture funds as well as directly in six companies in Nicaragua. The funds are: Latin America Challenge Investment Fund (LACIF -  a regional fund), Central American Small Enterprise Investment Fund (CASEIF - an investment fund) Central American Investment Facility (CAIF - an investment company) as well as Financiera Arrendadora Centro Americana, S.A. (FINARCA) the only leasing company currently in operation in Nicaragua..

Communication service

The public telephone company was after a long process privatised last year. The coverage of fixed lines is limited in rural areas and the services are comparatively costly. The mobile telephone system coverage is increasing and offers now competitive services.

Energy and electric power

Nicaragua has still no proven oil resources and is directly dependent on the world market prices. Electric energy is to a significant extent generated by burning bunker oil. Hydro electric generation potential exists, but lack of long term financing has stopped developments.

2.2 Opportunities and obstacles for Private Sector Development

Tourism, agriculture and associated industries, construction, mining, telecommunication, financial services and commerce are expected to be the principal growth sectors
 over the next years due to their unused potentials and demand in a more globalised economy. Nicaragua has huge unused potentials and many unmet needs domestically as well as export potentials. The realisation of these potentials, however, depends on many uncontrollable factors and there are serious hurdles that need to be tackled before success is secured. Private investment has regrettably declined over the last three years falling from USD 300 million in 1999 to USD 110 million in 2001
.

General Obstacles for Private Sector Development

There exist still many administrative barriers for PSD in Nicaragua in spite of the wide engagement of the entire donor community – bilateral as well as multilateral.  Equally noteworthy is the fundamental lack of coordination among these different entities and their various initiatives.  Not surprisingly, while there has been a significant degree of activities in the area of administrative reforms in the country, the overall impact has been limited, primarily because the different efforts have remained largely unconnected and were not guided by a coherent, nationwide strategy.  

Too many unnecessary and complex regulatory processes can make the difference between a country being an attractive location for foreign investment, and one that is not. A delay of a few weeks at each of several government agencies may seem of little consequence to the responsible official in each agency, and they may even profit a little from the delay, but it can cost an investor thousands of dollars in wasted time and lost revenues. This sets the wrong tone with investors, especially with small-and-medium-sized investors (SMEs) with limited resources and export-oriented firms that could locate to competitor nations with more conducive business environments. 

Regulatory Constraint by Size and Sector (Scale: 1-minor obstacle, 4=major obstacle)
Regulation
Small
Medium
Large
Manufacturing
Services
Overall

High Taxes
3.37
3.44
3.44
3.36
3.43
3.4

Tax Regulations
2.81
2.37
2.59
2.73
2.6
2.65

Customs Regulations
2.65
2.24
2.06
2.21
2.57
2.42

Business Regulations
2.65
2.11
2.06
2.15
2.57
2.4

Labour Regulations
2.23
2.21
2.24
2.15
2.27
2.22

Foreign Currency
2.26
1.88
1.35
1.93
2.05
2

Environmental Regulations
1.81
1.96
1.69
1.87
1.8
1.83

Fire/safety Regulations
1.74
1.78
1.81
1.73
1.79
1.76

Source: FIAS, IFC/ World Bank Doc December 2002.

The Government of Nicaragua has recognized the importance of improving the investment climate in the country to allow the country’s industries to compete effectively in the globalised world economy.  The creation of three national Commissions and forums to support and coordinate investment promotion, competitiveness and free trade agreements, as well as the creation of the new investment promotion agency Pro-Nicaragua is evidence of the engagement of the government.The government requested the services of Foreign Investment Advisory Service
 a joint service of the IFC and The World Bank to assess the situation for investors in Nicaragua. The results of a survey and their main conclusions are referred to in the table above.

Taxation stands out as the most critical issue.  The review reveals that the complex system of multiple taxes at the central as well as the municipal level makes it difficult even for trained individuals to assess the actual, effective tax burden.  This is further exacerbated by the lack of international accounting standards.  Without clear and reliable information businesses find it difficult to move through the tax reporting process, frequently resulting in frustration and delays.  Finally, the issue of massive delays in tax reimbursements adds to the aggravation.  While a tax reform is currently under preparation, it does not seem to be geared primarily to making the system more user- or investor-friendly, reflected in the fact that the private sector does not seem to participate in this process in any significant fashion.

Customs and clearance procedures in ports are critical area of concern for investors.  While significant reform activities seem underway, survey results as well as anecdotal evidence regarding import and export permits suggest that the system is still complex and cumbersome.  Nicaraguan customs cannot yet be considered a client-oriented clearance service with 24 hours service 7 days a week in a paperless or virtual environment.  Given the importance of exports for most private industry – most importantly FDI operations – this area needs special attention.

Business regulations and registration procedures pose a severe bottleneck.  Outdated FDI registration requirements combine with a constitutive company registration process with antiquated administrative procedures and excessive documentation demands at multiple stages to create a truly inconvenient process for investors that can take months.  In addition, most investors still have to obtain industry-specific permits and approvals, many of which appear to be extremely time-consuming.  Nicaragua should strive for a simple, declarative process that is sufficiently streamlined as to allow for a complete digitalisation of the process, at the end making it possible for investors to apply online for company registration.  But this requires still substantial preparatory work.

Land access, leasing or acquiring plots of land remains cumbersome due to unreliable land cadastre for title information and slow procedures. While reform initiatives are underway, they would need to be strengthened to also include the main areas of industrial or productive activity. The Government could consider and evaluate alternative means such as creating more dedicated zones or industrial parks managed by the private sector. The required environmental approval process works slowly and remains demanding.  

In the area of employment, the short validity of work permits for foreigners as well as the unusually generous compensation scheme for justified layoffs of local employees are areas of concern.  The first makes it more difficult for investors to attract skilled labour from abroad to enhance operational efficiency, while the second simply makes it less attractive to hire domestic labour.

3.0 PSD and Sector-Specific Focus

This chapter analyses the selected sectors with focus on; Trade, Agriculture, Forestry, Fisheries, Tourism, Energy as well as SME development and financing. Although under- represented, these sectors provide direct employment for women. The sectors have potential for significant expansion of gender-neutral employment.

3.1 Trade

A growing understanding is spreading in Nicaragua that the economic growth needed to alliviate poverty in the country, to a great extent, has to come from increased exports, local and foreign investments.

Present situation

In addition to the debt situation, one of the most important challenges for the Nicaraguan economy is the big trade balance gap, with a deficit of more than USD 1.1 billion annually. Money transfers from a large number of Nicaraguans living and working abroad amounts to USD 800 millions annually; of which USD 500 mill originate from US. Regular aid from donors is therefore also important for balancing the account.

      Table 3.1 Trade balance (Million USD)


1999
2000
2001
2002 

a
% change 01-02

Traditional exports fob


366.8
322.8
-11.7

    Coffee


103.3
73.4
-29.0

    Sugar & molasses


49.6
28.6
-42.0

    Sesame


2.4
2.2
-8.6

    Shrimp


38.4
34.4
-10.4

    Lobster


38.1
41.4
8.5

    Beef


65.6
73.2
11.6

    Bananas 


11.6
11.0
-5.2

    Gold & silver 


30.3
35.4
17.0

Non-traditional exports fob


238.2
273.5
14.8

    Agricultural produce


68.3
70.6
3.3

    Fish


11.5
12.0
4.0

   Manufactures


158.3
190.6
20.6

Total exports fob
545.2
645.1
605.0
596.3
-1.4








Consumer goods imports CIF


554.9
559.9
0.9

    Non durable goods


447.6
438.4
-2.1

    Durable goods


107.3
121.5
13.2

Intermediate goods imports CIF


543.3
534.4
-1.6

    Agriculture 


49.9
56.0
12.2

    Industry


383.6
391.0
1.9

    Construction


109.8
87.5
-20.4

Capital goods imports CIF


406.6
441.5
8.6

    Agriculture


37.4
28.6
-23.4

    Industry


228.4
253.0
10.8

    Transport equipment 


140.8
159.8
13.5

Oil & oil products imports CIF


269.9
252.4
-6.5

Other imports CIF


4.7
7.3
55.2

Total imports CIF
1 861.7
1 800.0
1,779.4
1,795.5
0.9








Trade imbalance (deficit)
-1 316
-1 154
-1,174
-1,199
1.4

   
       a: Preliminary official data. Source: Banco Central de Nicaragua.
Even though there was a considerable fall in income in 2002 from coffee and other agricultural products, due to lower world market prices, the widening of the trade gap was only minor. Offsetting the fall in the traditional goods was the increased income from exports of lobster, fish and more non-traditional goods, especially within manufacturing. Increasing the nation’s exports is an important goal for the government in their national plans, but the trade gap can also be narrowed by decreasing imports. Today for example, Nicaragua imports vegetables from neighbouring countries that could easily have been produced domestically.

The country’s main national income have been coming, and will for a considerable length of time continue to come from activities in the primary sectors. Exports of manufactured goods are only slowly increasing in importance. The continued dependency on sale of raw materials makes the country vulnerable to price-fluctuations in the world markets and points clearly at a need for diversification and introduction of more value-added goods.

The most important markets today are countries in Central America and the US. Export to Europe represents a potential new area. With full introduction of the free trade agreements CAFTA the US will probably reinforce its position as the biggest and most promising market. Access to new markets is important. A World Bank study
 finds that the internal market for agricultural products is basically satisfied. The consequence is that growth in production will have to find markets through exports.

Constraints 

The situation today is characterized by the following problems:

· Focusing on agriculture as a growth sector makes it imperative to strengthen the SPS institutions for required quality certification of the export products. The US market has strict requirements for food safety before allowing access the internal market. This situation is described more in detail in the Agriculture chapter.

· Unreliable and weak national infrastructure makes market access difficult and expensive. (For example: Lack of satisfactory trans-shipment harbour on east coast and no all-weather road to the Atlantic coast.)

· Limited product diversification and high dependence on traditional world market priced commodities.

· Generally weak marketing skills and institutions.

· Little market orientation or demand focus. Traditional supply focus has been difficult to change.

· Many industries are non-competitive and need restructuring and higher productivity

New Free Trade Agreement Represents a Big Challenge and a New Opportunity

By the end of 2003, Nicaragua, Guatemala, El Salvador, Honduras, Costa Rica and the US are expected to finalise negotiations and sign the free trade agreement CAFTA that is foreseen to be fully operational from 2005. The member countries have decided that there will be no exclusions of products in the trade zone. This will pose an enormous challenge for Nicaragua that depends most on the agricultural sector among the agreement countries. Unlimited access for US agricultural products could have considerable impact on Nicaraguan producers and test their ability to compete successfully.

With competition in all sectors of the economy there will certainly be both winners and losers due to comparative advantages and changes in the market structure. MIFIC is concerned about the effects and fear the need for radical restructuring. The Ministry is planning to address these problems and will shortly present a national plan for assistance required before and in the start of the transition period.

Recommendations

Based on discussions with both the public- and private sector the following is recommended as areas where Norway can assist Nicaragua:

· Strengthen and expand SPS infrastructure as well as Quality Management, in order to meet sanitary- quality certification requirements in opening external markets.

· Support to CEI (with special focus on SMEs) – with interventions to improve marketing skills and more demand focus.

· Support to Pro Nicaragua – assisting to attract more foreign capital and know how

· Support to the MIFIC Plan – and assist losers in a transition period to become winners.

3.2 Agricultural sector

Nicaragua was the biggest Central-American agricultural producer with highest productivity in the 70ties, but ranks now for most food and export crops generally on the bottom place. The sector has suffered under frequent shocks caused by restructuring, macroeconomic collapses and natural disasters. The agricultural sector plays still the most dominant role among economic activities according to Ministry of Agriculture and Forestry
 (MAGFOR), employing 42% of the work force, contributing 28% of the GDP as well as 57% of the export income. (Ref. table 3.1).  22% of the titles are held by women. Active land use is dominated by the basic staple grains mostly rain- fed (non-irrigated) using about 80% of cultivated land while 20% is devoted to export crops having significantly higher economic impact.  

Table 3.2 Land use and economic impact.

Crops
Culture
Share of  cultivated land %
Share of agricultural GDP (2000) %

Staple Grains
Corn, beans, rice & sorghum
80
30

Export Crops
Coffee, sesame, sugar,& tobacco
20
50

Source: Ministry of Agriculture and Forestry.

Unrealised production and employment potentials can make the sector an economic motor for development during the next years. The available area for agricultural production is still vaste, much of the soil is of best quality, the precipitation is adequate and the temperature is tropical. However, areas with significant productive potential are still practically inaccessible due to inadequate national infrastructure such as roads and energy. The sector is, however, also facing far-reaching and huge internal problems restricting realisation of its growth potentials. The effects of conflicts and the economic crisis in the eighties mentioned earlier are still not recuperated in the agricultural sector. Many farms remains de-capitalised with unsuitable outdated farming equipment but depend on import of agricultural commodities, fertilisers, farm equipment, food processing equipment etc.

Coffee production has during the recent years seen the highest growth rate, contributing to around 5.3% of the GDP and employing 32% of rural employment. About 30,000 households grow coffee and another 150 – 200,000 households receive some part of their income from coffee growing and processing. The world’s coffee market is currently flooded with the type grown in Nicaragua; Robusta and Arabica, and this situation will most likely continue over longer term. The currently low world market prices for coffee are having a devastating effect for many growers particularly in the northeast. 

Livestock production continues to be of the extensive type and mostly for the domestic market, but with significant potential for increased productivity and for export. The meat quality certification is not internationally recognised and cattle are presently exported live. Investments in more ecological sustainable production methods, improvement of the genetic characteristics of the livestock as well as improved infrastructure to facilitate transport of products to markets are defined as challenges. Horticulture is limited and dominantly for domestic consumption. With lower transaction costs and more effective infrastructure this segment is also seen to have significant potential. 

According to the long term strategy paper of the Government
, the most important restriction for the development of the [Nicaraguan] agro industrial sector is its technological backwardness. Despite having introduced new products to national and international markets and significantly increased the cultivated area and production, Nicaragua has not obtained the efficiency necessary to reduce costs and increase competitiveness. The full impact of the openness to agricultural trade that began in early 1990 has not yet been realised. WB
 finds the reasons ranging from market inefficiencies and bottlenecks in agricultural services to substantial deficiencies in the productive infrastructure. The deficiencies translate into huge limitations and undue costs of doing agribusiness in Nicaragua. This thwarts the potential of Nicaragua and its farmers to take advantage of area trade agreement CAFTA. The high tradability in Nicaragua of agricultural products and the modest size of its domestic market make international markets crucial for the agricultural sector’s performance.
 The advance of a globalised economy that has liberalised international trade has at the same time created economic blocks with technical barriers to trade (TBT) requiring certification of the cultivation environment (i.e. restricted use of chemicals) as well as sanitary and phytosanitary documentation (SPS) in order to protect the consumers health. Due to lack of approved certifying institutions in Nicaragua a larger part of the meat has to be exported live. 

Constraints 

The situation today is characterized by the following problems:

· The income generation and employment potentials in agricultural have not been fully developed and the sector remains inefficient with technological backwardness and high transaction costs.

· The high tradability of agricultural products and the modest size of its domestic market make international markets crucial for the agricultural sector’s development.

· The farmers remain unprepared to take advantage of the new free-trade agreements.

· The backwardness of smaller and informal farmers continues due to limited demand-driven programmes with focus on growth-potentials, and little promotion of improved production technologies.

· Earlier results of donor’s sector interventions have generally been meagre.

· General lack of access to credit.

· Focusing on agriculture as a growth sector makes it imperative to strengthen the SPS institutions for required quality certification of the export products as well as to implement technical assistance measures to avoid blockades by TBT.

NORAD has locally supported technology transfer to small scale farmers, via the projects INTA, ADDAC and FADCANIC, and through regional programmes supported segments of the agricultural sector like Integrated Pesticide Management and the new Degraded Pastures by disseminating research and experiences from the Agricultural University in Costa Rica. The results have been significant and other donors (Finnida &Danida) have expressed interest in access to the results and experiences gained. Sharing such information with like-minded donors will improve the efficiency and effectiveness of the intervention investments and have impact on the development of the agricultural sector. NORAD’s regional fund is supporting a scholarship program at EARTH and a great part of these students come from Nicaragua.

Danida is currently preparing the second phase of its agricultural sector programme PASA II having the main objective of the sustainable increase in the contribution of agriculture to poverty reduction. This programme contains many elements that are in line with Nicaraguan and NORAD’s objectives, and the programme should be analysed for cooperation in already defined activities or in replicating projects in other geographical areas.

A general problem is that agricultural products lack sufficient standardisation and conformity as well as documentation of quality increasingly more required according to international standards. These technical barriers to trade (TBT) limit access to export. Services to support comprehensive Quality Measurement Systems (QMS) covering good agricultural practices, good management practices and Hazardous Analysis of Critical Control Points (HACCP), are limited. When services are available, technical assistance is provided either by foreign importers or by donor financed projects. Lack of quality grading and certification of sanitary and phytosanitary measures (SPS) is a barrier for expanded exports, and Nicaragua is presently poorly equipped to provide such services with its existing institutions. IDB is in the process of preparing an agricultural sector project including improvement of certification laboratories made independent from the government with the view of becoming private institutions in the second phase. It is the team’s opinion that this is a crucial area where NORAD assistance could have significant impact. Such intervention is also fully in line with GON priorities.   

Within the private sector there are individual cases of Norwegian-Nicaragua cooperation. NORAD should monitor such initiatives of agro-industries for potential and offer training support and other regular facilities in order to promote the productive sector development.

The resource base in Norway is considerable within the food processing industry, but operating at a quantum different technological level than Nicaragua. However, there may be market niches of interest for Norwegian wholesalers and importers, one example could be within meat if the reductions of agricultural tariff barriers continue. (Presently only LDC countries have free access for meat export). Nicaraguan cattle are raised in a natural ecological environment. With improvements and reliable quality certification the commodity may likely interest importers and/or investors. In general, any Norwegian investor in food and agro-processing would be welcome. 

Recommendations

· Continue demand-driven production technology transfer including environmental awareness to new groups of small scale producers

· Consider co-financing of sub-components either as expansion of programme components or as replication in additional geographical areas of the Danida planned PASA II project contributing with access to experiences and lessons learned from earlier and ongoing interventions in the agricultural sector.

· Strengthen and expand sanitary and phytosanitary (SPS) facilities as well as Quality Management, in order to meet the quality certification requirements of external markets (preferably in cooperation with IDB).

· Offer training and technical assistance to support initiatives within agro-industries development from Norwegian co-operation.

3.3 Forestry in Nicaragua

The drastic deforestation that has taken place during the last 50-60 years – and is continuing - attracts immediate focus. Since 1950 forest cover in Nicaragua has been reduced from 7 million hectares to around 4 million in 2003.  Estimates differ, but experts say that the Nicaraguan forests diminish annually by 100,000 – 120,000 hectares.   

Deforestation is a serious problem, resulting in soil erosion, the decay of watersheds and aquifers, causing an increasing occurrence of droughts.  In 1999 a study found that 2.6 million hectares of land was severely eroded, posing a serious threat to future agricultural productivity. About 80% of the rivers in the Pacific rim of the country hold  water only during the rainy season, and water shortages afflict most of the principal cities. The advance of the agricultural frontier towards the Atlantic coast continues the degradation of delicate tropical soils and loss of biodiversity. 

The classic cycle of deforestation is that farmers settle in the forest and illegally cut the valuable species like mahogany, cedar, pine, rosewood and oak trees.  The less valuable species are being burnt to give space for agricultural activity.  After approximately three years the production of scattered cultivation and even the growth of pasture for cattle start to diminish up to a point where the soil is becoming too degraded even for cattle farming.  To break such a vicious circle, systematic planting of trees is one way out. Planting is taking place in Nicaragua, but only to a very limited extent primarily due to limited financial resources (poverty and subsistence farming) as well as traditions. The background for this dramatic development might be categorised as follows:

- A need felt by the farmers to have more land available for agricultural and pasture purposes together with the lack of an understanding among farmers for the need to keep trees on the farms to avoid degradation of soil and watersheds.

- The absence of commercial value in trees as there does not exist a good enough market for forestry products in Nicaragua, and consequently there is a lack of interest in forest management.

- Lack of alternate employment (other than agriculture)

- Wood for residential fuel represented in 1992 about 53% of the country's energy consumption.  It is assumed that harvesting and sales of wood fuels constitute a significant income generating activity for the rural poor.

The Nicaraguan Ministry for Agriculture and Forestry (MAGFOR) and the National Forestry Institute (INAFOR) have tried – with some external support - to build institutional capacity to establish necessary knowledge to prepare a coherent strategy for forestry management and reforms that would improve the business environment for sustainable development in the sector. At the same time NGOs – some of them with NORAD support - have tried to reach the farmers with the knowledge about agro forestry, i.e. combining farming with forest conservation.  In spite of several valuable initiatives the total results so far have been inadequate.  NORAD therefore has to continue to focus on the situation and if possible enhance the Norwegian support in the sector. Among the NGOs that NORAD supports in this field, FADCANIC and ADDAC may be mentioned. FADCANIC works mainly with indigenous people in the rain forest on the Atlantic Coast. FADCANIC tries to teach the indigenous farmers agro-forestry by planting trees like the coconut trees which bear fruits after 4-5 years only, compared with other trees that may need 20-30 years before they can be harvested. The programs supporting reforestation and forest management through NGOs have proved to be a success. With relatively limited funding ( if compared to many massive and inefficient public projects) these organizations have managed to create a favourable environment for forest conservation through reforestation, sound management practices and, the most important, farmers organized around a common concept of the importance of protecting the environment. Both programs have become reference projects for other institutions in forest management and conservation field.

Although forested area accounts for one third of the national territory and the country has at least 65 commercially viable tree species, the forestry industry in Nicaragua is not well developed.  In 1999 the total output of wood was 462,000 cubic meters, of which 72% was exported as sawn timber to neighbouring countries.  A natural goal for Nicaragua would be to obtain a higher value added share of the wooden materials before exporting.  In the furniture sector, for example, Nicaragua is a net importer and 85% of the furniture producers have less than 10 employees.  There should therefore be a good potential for improvement in the furniture industry provided the sector gets the right kind of support.  NORAD is presently co-operating with the National Institute of Technology in Oslo, Norway to improve and up-grade a group of small scale furniture producers in Sri Lanka. It should be possible to benefit from experience gained in Sri Lanka in case NORAD wishes to enter into the furniture sector in Nicaragua.

Nicaragua is among the nine Central American states (from Mexico to Colombia) who co-operate under the heading The Mesoamerican Biological Corridor (MBC) – also called "The Path of the Jaguar."  This area hosts a rich environmental and human diversity, with some 400 indigenous languages spoken.  Seven to eight percent of the planet's total biodiversity is concentrated in less than one percent of the earth's land area.  In Nicaragua it is the Atlantic zone that belongs to the MBC. Thus, from an environmental aspect the situation for forestry and biodiversity in this region deserves special attention.

Conclusions
In view of the guidelines for Norwegian development co-operation with Central America NORAD should continue and if possible enhance the Norwegian efforts to reduce the deforestation taking place in Nicaragua.  It will be necessary for The Embassy  to continue to be keep NORAD up-dated on the worrying development in this sector and to discuss with GON and other donors how NORAD's limited resources earmarked for Nicaragua best can be applied.  Options for support seem to be direct bilateral support via NGOs, direct support to Nicaraguan institutions and/or co-ordination of support with other donors. The issue of supporting the Government, especially in light of limited NORAD resources, could be addressed at the level of technical cooperation: Norwegian specialists to Nicaragua and Nicaraguan technicians to Norway for training. 

Recommendations

· Continue – and if possible increase the Norwegian efforts to reduce deforestation.  

· Support to the weak Nicaraguan furniture industry using experiences from a NORAD project in Sri Lanka should be evaluated.

· Analyse further a proposed tripartite forestry project with Chile.

3.4 Fisheries in Nicaragua

During the late 1980ties and first half of the1990ties NORAD was quite active in the fisheries sector in Nicaragua.  The NORAD support during those years can be divided into three categories:

· The main purpose was to introduce industrial fishing methods in order to enhance the export volume of shellfish, i.e. lobsters and shrimps.

· NORAD also had a programme for small scale fishing to improve the living standard for fishermen on the southern part of the Atlantic coast.

· The third programme was connected with resource management, mainly to secure a sustainable use of the resources of shellfish.

These activities were financed through a framework agreement on the development of fisheries, entered into between NORAD and Nicaragua in 1989, amounting to NOK 105 million."

Nicaragua has a good potential for having a sustainable fishing sector. The continental shelf off the Atlantic coast is a large source of fish, lobster and shrimp.  Both the Atlantic and the Pacific coast have unused reserves of grouper, tuna, clams and mackerel.  Until 1997 shrimp and lobster catches grew rapidly.  However, in late 1998 shrimp farming in ponds was severely hit by Hurricane Mitch.  Later there have been fluctuations in the total output from lobster and shrimp, partly due to varying world market prices, but also due to some over- fishing on these species in the Atlantic zone areas.

While lobster and shrimp by far remain as the most valuable export items in the fishing sector, as many as 40 species of fish are being caught in the Nicaraguan waters, the most common being snapper, mahi-mahi, dorado, tuna and sword-fish.

Nicafish S.A. is a successful, partly Norwegian owned, fishing company which operates liner fishing vessels and exports to the United States. Nicafish presently owns 4 vessels of 40-50 feet that catch fish by lines. The fishing vessels stay at sea one or two weeks at a time. The catch is being iced at sea and after landing transported by lorry to Managua and prepared before being transported by air to Miami. The company also purchases fish from local fishermen and organise the supply of ice and the marketing of their catch.  Nicafish has plans for further expansion and expects to double their fish export the coming 3-4 years.  They are also co-operating with Norwegian scientists for a possible catch of a small kind of lobster, called langouste, which is a protein rich high-value item for export.

Another partly owned Norwegian fishing company, Nicanor S.A, also acts as purchaser of fish from local fishermen. The company is heavily involved in fish-farming in Lake Nicaragua for the production of the specie called tillapia.  This project has been delayed due to protests from environmentalists, but the project is now operative through production of fingerlings from January 2003 and the first slaughter of fish is expected to take place in August 2003.  Nicanor hopes to expand their activity in fish-farming in Lake Nicaragua at a later stage.

Nicaraguan fisheries have problem areas in several fields.  Off the Atlantic coast exists conflicts with neighbouring countries regarding borders and fishing rights. Another problem is connected to the banks' resistance to accept vessels as collateral for loans. Thirdly there is a need for better vocational training for fishermen.

What can Norway do to promote sustainable fishing in Nicaragua?

Both Institute of Marine Research in Bergen (IMR) and Norwegian College of Fishery Science in Tromsø (NCSF) have been active in Nicaragua during the eighties and nineties and are, subject financing, more than willing to return to Nicaragua.  In fact the latter, through the so-called NUFU-programme (a co-operation between universities) has an ongoing contact with Uracan University on the Nicaraguan Atlantic Coast. The content of this co-operation is mainly in the social studies sector.  NCSF suggests that an interesting way to expand the co-operation with Uracan University could be to include Fisheries Engineering as a subject at Uracan.  

Institute of Marine Research suggested that they could assist in case Nicaragua needed support in the management of the maritime natural resources of the country.

Generally, IMR had the impression that Nicaragua had qualified marine scientists and therefore should be reasonably well up-dated on the fish stocks in the Nicaraguan waters. 

Recommendations

· Improve vocational training in fisheries where the Norwegian College of Fishery in Tromsø could extend their ongoing co-operation with Uracan University by including Fisheries Engineering as a subject.  
· Institute of Marine research in Bergen could assist in building/improving a management system for the country's maririme natural resources.
3.5  Tourism in Nicaragua

Reports from Nicaraguan Institute of Tourism show that tourism was the second biggest source of foreign exchange in 2001 with earnings of USD 110.5 million. More women than men are traditionally employed in this sector. The statistics for 2001 also show that 62% of the foreign tourists were Central Americans while 22% were US citizens. However, the majority of visitors from Central America are business travellers, with brief stays and with limited spending. Generally, as a sub-tropical country - only a couple of hours by air away from Miami or Houston - it is quite clear that there should be a big potential to increase the number of non-Central American visitors to Nicaragua.    

The Nicaraguan Tourism Institute (INTUR) has recently established a new policy for development of the sector. The plan is based on shared commitment between the state and the private sector. The major segments of the development plan are the following four:

- Leisure Travel Segment; including specialization in eco tourism and alternatives: culture and historic, beach and sun, shopping and adventure products. It includes establishment of a National Cruise Commission and support programmes for the tour operators in the country.

-Conventions Segment; has been identified as a high growth potential market due to Nicaragua’s geographic position and gradually improved infrastructure.

-Ethnic Travel Segment; targeted towards the many Nicaraguans living in exile wanting to rediscover their native country. The programmes designed include special packages, discounts and other incentives.

-Image Definition; - with major focus on developing an identity for the Nicaraguan tourist product in the international markets. 

Apart from the typical youth segment of the market - the so-called back-packers - the US, Canadian and European tourists are generally customers who expect well functioning infrastructure and good service in the countries they choose to visit.  The fact that adult tourists from these countries also are able to pay for good quality products, makes the earning potential even bigger.  To have some success in attracting adult tourists from North-America and Europe is therefore a big challenge for a country like Nicaragua. In tourism three basic elements have to be in place for a successful product: 
· Interesting sights/events

Sometimes the sights are ready made from the hand of the nature.  Example: The Norwegian fjords.  However, more often than not the sights and events must be developed, like tours into the rain forests, access routes to active volcanoes, preparations of festivals of different kinds, sustainable fishing or hunting, photo safaris, etc.   "Adventure" is often what the modern traveller is looking for,

· Good infrastructure

The demands on infrastructure might be difficult for Nicaragua to meet in the short term.

Local airports, roads and hotels are all investments that often amount to millions of dollars.  However, in case emphasise is put on eco-tourism, low budget hotels are acceptable provided the sanitary conditions are taken care of and the food is of good standard.  Eco-tourism should be of particular interest for Nicaraguan developers as this segment of the business is supposed to be underdeveloped in Central America.

· Good service/knowledge of languages.

Service is alpha and omega in tourism. Small disasters can be forgiven if the excuse is per-formed by honest and smiling people.  In this respect Nicaraguans who generally are honest and friendly towards foreigners, should be in a good position to serve foreign visitors well. In Nicaragua's case knowledge of English is important.  Until the teaching of English is being improved in Nicaraguan schools, this will remain a weak point for Nicaragua as a tourist country.

How to develop tourism further

One avenue to follow might be to seek partnerships with leading travel agencies of the big travelling nations, like United States, Canada, Germany, Spain or other Latin American countries. The travel agents know their customers and may also be willing to invest in good projects or at least be willing to give good advice about how to develop the Nicaraguan tourist industry further. Another avenue might be to seek co-operation with neighbouring CA countries to arrange round trips and thereby offer a broader spectre of adventures.

It could also be an idea to invite other CA countries to discuss image building of the CA region in a tourism context.  It is tempting to point at the success of the Caribbean Islands who have got their image connected to attractive features like "blue sea", " beautiful beaches", "palm trees" and "calypso music".   The CA countries might focus on "indigenous culture", "rain forest adventures", "active volcanoes", "hunting/fishing/diving", etc. 

Recommendations

· Regional co-operation to develop the tourist industry could be one avenue to follow to develop adventure tourism and eco-tourism which should have good potential in Central America.  International competence in these fields at moderate costs should be available in the international travel industry.  To meet desirable infrastructure needs in the sector will need substantial capital investments.

3.6 Energy supply in Nicaragua

Firewood is the main energy resource, above all in Nicaragua’s residential sector.  According to the National Energy Balance, firewood represents 53% of final energy consumption, petroleum derivatives 34.5%, electricity 6.5%, agricultural residues 5.8% and charcoal 1%.  On the supply side, the technical potential of renewable energy sources contribute 3,760 MW in hydroelectric resources, 2,200 MW in geothermal resources and 79 MW in sugarcane bagasse-to-energy cogeneration plants.

Electrification

Nicaragua’s electricity distribution system is composed of the National Interconnected System (SIN), which serves the whole Pacific region and a portion of the central and northern regions, where over 70% of the country’s population is concentrated
; and several small off-grid power systems serving communities in rural areas outside the SIN (the Atlantic and rest of the central and northern regions). The installed capacity of the SIN in 2000 was 656 MW, of which 76% came from thermal plants (496 MW), 16% from hydroelectric ones (103 MW), 6% geothermal (40 MW) and 2% from a sugarcane co-generation plant.  The Electricity Coverage Index for Nicaragua is one of the lowest in Latin America.  The most recent data indicate that only just over 46% of the population has access to electricity services while the neighbouring country Costa Rica has 97% and Honduras 58%.  Of the approximately 500,000 homes that do not, 240,000 are located in rural areas.

Outside of SIN, the diesel plants installed in the isolated systems generated 20 GWh in 2000 with an installed capacity of 8,000 kW.  The per-capita electricity consumption at a national level was 306 kWh, according to data from the National Energy Balance for 2000, which is very low compared to the average of 1,700 kWh in the Latin American countries.

The generated volume was in 2001 slightly more than 2 363 GWH which represents the lowest per capita in Central America.  Nicaragua will in 2004 be connected to a Central American network stretching from Guatemala to Panama and access as well as distribution of electric energy will be easier. Access to electric energy is a crucial and directly limiting factor for most PSD activities, including the agricultural sector. Lack of access to pumped water for animal consumption and irrigation limits production, and lack of heated water for cleaning is affecting the hygienic conditions.

The generation of electric energy has been privatised and more than 57% of the production was in 2001 produced by private plants, but mainly by burning bunker oil. This creates environmental effects and implies heavy dependence on the fluctuating world market prices. Nicaragua has hydroelectric plants and further potentials for development. Lack of long term financing has, however, resulted in insufficient maintenance of the existing plants and reduced output, halved over the last five years. Nicaragua has also geothermic energy resources from the volcanoes. An electric generating plant at Mamatombo has however seized production in 1999 due to lack of maintenance. Inefficient public administration and regulations slows down private sector investments and lack of financing is limiting state owned development of the different resources.

The former legal structure of the Nicaraguan Electricity Institute (INE) in effect until 1992 was reformed to allow this institution to negotiate contracts or concessions with private investors, aiming at rapidly expanding installed power capacity. Until 1994, INE was responsible for planning and regulating the power sector, as well as assuming the vertical operation of the SIN as the country’s only power utility.  As part of the reform of the public service utilitie in 1994, the GoN created the Nicaraguan Electricity Company (ENEL), a vertically integrated state company responsible for generating, transmitting and distributing electricity at a national scale, while INE retained responsibility only for planning and regulation. This comprehensive reform of the electricity sector was later strengthened in 1998 which re-defined INE’s functions as regulation, supervision and oversight of the energy sector while planning and policy formulation for the sector corresponded to the National Energy Commission (CNE).

Norway has competence in establishment of small hydroelectric plants and UNDP and CNE are developing a project for construction of new small scale hydroelectric plants in remote areas. Such access to electric energy would have the potential of stimulating economic growth as well as reducing poverty. 

Petroleum resources

Nicaragua has potential offshore petroleum resources but so far not been able to verify the existence. The potential area is focus for a territorial conflict with Colombia and Honduras. Cooperation with the Norwegian Petroleum Directorate, PETRAD is locally found to be very significant in strengthening the nation competence level. The team recommend that support for scholarships is continued. 

Recommendations

· Since access to electric energy is crucial for PSD and Nicaragua has low level of production and limited geographical distribution, it is therefore recommended to participate in the project preparation organised by UNDP and consider suitable elements of small-scale hydroelectric rural plants project which could both stimulate rural economic growth as well as poverty reduction.

· NORAD should continue to support the petroleum exploration scholarship programmes (PETRAD), and scout for direct company to company co-operation in the petroleum sector for technology transfer. 

3.7 Micro-, small and medium-sized enterprises (SME) Development 

Structure of the enterprise sector

In Nicaragua, businesses with 0-4 employees are defined as micro enterprises (of which most belong to the informal economy), 5-19 employees as small enterprises, and companies with 20-100 employees as medium-sized enterprises. The informal economy in Nicaragua is significant, as in most developing countries. 50.1% of the borrowers are women but the average loan to women is much smaller that the average loan to men.
 Table 3.3 below illustrates the enterprise structure in Nicaragua excluding enterprises in the agricultural sector.  
Table 3.3: Enterprise structure in Nicaragua
 

Number of workers
Type of enterprise
# enterprises
% of enterprises
# employed
% of employed

101 and above
Large
161
0,10 %
44 691
13,21 %

51 to 100
Medium
143
0,09 %
9 568
2,83 %

21 to 50
Medium
569
0,37 %
16 976
5,02 %

6 to 20
Small
4 526
2,95 %
41 370
12,23 %

2 to 5
Micro enterprise
49 718
32,39 %
127 270
37,63 %

1 person
Micro enterprise
98 363
64,09 %
98 363
29,08 %

TOTAL:

153 480
100,00 %
338 238
100,00 %

Constraints and opportunities for enterprise development
Enterprises in Nicaragua face a range of challenges related to:

· legal and institutional framework

· weak infrastructure (roads, telecommunication and energy)

· human resources (skills development for employees and managers)

· access to markets

· access to information and technology

· access to and quality and range of financial services

· access to and quality of business development services 

The nature of the constraints facing enterprises differ according to size (micro to large), sector (manufacturing, trade and services), location (urban vs. rural), as well as gender and ethnicity.

Some of the constraints mentioned above are discussed elsewhere in the report (legal and institutional framework such as business registration, infrastructure, human resource endowment and access to export markets. Many donors are involved in the promotion of SMEs in Nicaragua, e.g. Switzerland, USAID, GTZ, IDB, The Netherlands, NORAD, DFID, IDB, World Bank, ILO and UNIDO. Donors are funding projects aimed at increasing access to financial services and/or access to non-financial services (business development services).  

Business Development Services (BDS)

The concept "business development services" (BDS) refers to a range of non-financial services for enterprise development, e.g. training and technical assistance, market access, input supply, and technology and product development. BDS programmes are mainly targeting micro enterprises and small enterprises in the urban sector. The coverage and quality of business development services in Nicaragua are weak, with many small donor-dependent non-specialized suppliers of technical assistance. However, an innovative and promising BDS promotion program – PROSEDE - was initiated in May 2001. PROSEDE is the result of the cooperation between IDB, GTZ and INDE. The objective of the program is to promote the competitiveness of the small business sector through a market supply of BDS. PROSEDE has installed three components to improve both the demand- and the supply-side: vouchers for the demand side, information promotion, and assistance for the supply side. 

NORAD is funding both microfinance and BDS through CONAPI and is considering entering a new phase of the project. Some of CONAPI's clients have benefited from PROSEDE's voucher program.
Access to financial services

In this section, we will discuss access to financial services in general, that is for micro enterprises and SMEs, as well as for rural and agricultural finance.

The financial sector in Nicaragua has the following characteristics:

· Weak private banks: small, inefficient, lack of confidence, limited experience with credit analysis, very restrictive for SMEs.

· Lack of medium and long term finance: especially for SMEs and agriculture; due to high real interest rates, high risk and weak banks.

· High interest rates: due to high risk, inefficient banks and the Government's internal borrowing.

· High risk: inappropriate property rights and business and commodity registries (e.g. to use movable assets as collateral), lack of credit reference bureaus.

· Limited range of financial services: leasing, housing finance and insurance is needed (WB pilot project on rainfall and commodity price insurance).

· Geographical concentration of branches (urban centres): limited access for rural enterprises and farms; limited local resource mobilization and money transfers.

Policy background

Several policy and other documents stress the importance of building financial systems that reach poor families, small enterprise and rural areas. Nicaragua's national poverty strategy ("A Strengthened Growth and Poverty Reduction Strategy") underlines that access to rural finance should be enhanced through revising bank regulations, formalizing Micro Finance Institutions, and improving public rural credit funds.  The World Bank's advisory report on agricultural development in Nicaragua
 argues that the main constraints on rural finance in Nicaragua are the absence of legal and regulatory framework and financial infrastructure, and influx of donor funds and government. Hence, a strategy to improve access to financial services in rural areas should aim at improving the enabling environment, define the role of donors and government, and promote a variety of institutions and products (e.g. insurance products). Furthermore, WEHAB's action plan for agriculture stresses the importance of improving the functioning of rural financial markets. 

Microfinance
 and rural finance

There are around 280 Micro Finance Institutions in Nicaragua, serving more than 310.000 clients (finance companies, credit unions and NGOs). Two NGOs, FINDESA and CONFIA, have transformed to formal financial institutions regulated by the Superintendent of Banks. The outreach of microfinance, both in terms of number of MFI branches and portfolio, is concentrated in the two central counties Managua and Matagalpa, and some cities have experienced market saturation and high competition among MFIs. On the other hand, many poor families, small enterprises and regions are still under-served. The Association of Nicaraguan MFIs, ASOMIF, has prepared a feasibility study elaborating a law for establishment and regulation of MFIs. 

MFIs in Nicaragua face the following challenges:

· Lack of access to commercial capital

· Inappropriate legal and regulatory framework 

· Inappropriate financial infrastructure

· High competition in Managua and Masaya

· Limited range of financial services

· Many donors: limited coordination, divergent visions and application of good practices.

Several donors are involved in micro-finance, i.e. DFID, COSUDE, IDB, Spain, ASDI, BCIE, Austria, Dutch, AUSAID and GTZ. NORAD is currently funding the NGO CONAPI, and has also worked with the credit union CARUNA for several years. Donor coordination in Nicaragua seems to be limited to meeting places to exchange information, and less strategic collaboration to harmonize reporting formats, co-finance, etc. As for rural and agricultural finance, the most significant donors are Danida, The World Bank, IFAD, EU, and the Netherlands. Danida recently completed a formulation mission for the second phase of the Danish Support for the Agricultural Sector in Nicaragua ("PASA II") for which they are requesting co-financing from other donors. One of the suggested interventions of PASA II is a rural finance component with two sub-components – (i) rural microfinance (subsistence farmers, small semi-commercialized farmers and small rural businesses, and technical assistance for potential microfinance clients), and (ii) bank finance for agriculture (loan guarantee fund and technical assistance for bank clients). 

Recommendations

· CONAPI's proposal supporting business development services for a second phase should be appraised within a market research perspective (assessing CONAPI's value added in relation to other stakeholders in the microfinance and BDS market; coordinate with other donors). 
· Consider credit line for cleaner and safer production in cooperation with the UNEP cleaner production project.
· Appraise possible co-financing of PASAII within a rural financial system perspective, considering NORAD's current involvement with CARUNA, FADCANIC and ADDAC.
· Improve practices by increased donor coordination and suggest joint donor activities (e.g. harmonization of reporting formats and co-financing), designing sound exit strategies and apply performance based contracts based on benchmarks in the MFI's business plans.
Chapter 4
Other Donors’ Activities in PSD

Several bilateral and multilateral donors are involved with private sector development in Nicaragua. Private sector development projects include:

Bilateral

(million) USD

Denmark
Support to rural sector: technological transference, credit for small and medium farmers.(PASA)



Support to roads construction 


Germany
Rural development, business related training to small and medium entrepreneurs


Holland
Rural development, fisheries, credit, support to small business.


Italy
Rural development, agro forestry


Spain
Rural development; support to Gov.’s strategies in benefit of small business, institutional strengthening of fishing administration: micro-credit.


Sweden
Rural development; support to small and medium business


Swiss
Rural development, support to small and medium business


Taiwan
Rural development


UK/DFID
Support  to economic growth in benefit of the poor (new strategy being designed)


USA
Credit for small and medium business (guarantee funds)






Multilateral



WB
Rural development, technology transference, competitiveness, trade treaties.



Agricultural Technology Project (ATA)
38.3

IDB
Rural development, industry, tourism, exports, environment


EU
Rural development


Source: 2001 Annual Report on International Co-operation by the Secretariat for Co-operation.
Chapter 5
Recommendations
Trade:

Strengthen and expand SPS infrastructure as well as Quality Management, in order to meet sanitary- quality certification requirements in opening external markets.

Support to CEI (with special focus on SMEs) – with interventions to improve marketing skills and more demand focus.

Support to Pro Nicaragua – assisting to attract more foreign capital and know how

Support to the MIFIC Plan – and assist losers in a transition period to become winners.

Agriculture:

Continue demand-driven production technology transfer including environmental awareness to new groups of small scale producers

Consider co-financing of sub-components either as expansion of programme components or as replication in additional geographical areas of the Danida planned PASA II project contributing with access to experiences and lessons learned from earlier and ongoing interventions in the agricultural sector.

Strengthen and expand sanitary and phytosanitary (SPS) facilities as well as Quality Management, in order to meet the quality certification requirements of external markets (in cooperation with IDB).

Offer training and technical assistance to support initiatives within agro-industries development from Norwegian co-operation.

Forestry: NORAD should continue – and if possible increase – the Norwegian efforts to reduce deforestation.  To support a weak Nicaraguan furniture industry experiences from the Moratuwa project in Sri Lanka should evaluated for the purpose of a possible replication of such a project in Nicaragua. 

Fisheries:  To improve vocational training in fisheries the Norwegian College of Fishery in Tromsø could extend their ongoing co-operation with Uracan University by including Fisheries Engineering as a subject.  Institute of Marine research in Bergen could assist in building/improving a management system for the country's maritime natural resources, if requested.

Tourism:  Regional co-operation to develop this industry could be one avenue to follow to develop adventure tourism and eco-tourism which should have good potential in Central America.  International competence in these fields at moderate costs should be available in the international travel industry.  To meet desirable infrastructure needs in this sector will need substantial capital investments.

Energy: Continue promotion of firewood model plantation through NGO programmes. (ADDAC)

Participate in the project preparation organised by UNDP and consider suitable elements of small-scale hydroelectric rural plants project which could both stimulate rural economic growth as well as poverty reduction.

NORAD should continue to support the petroleum exploration scholarship programmes (PETRAD), and scout for direct company to company co-operation in the petroleum sector for technology transfer. 

Maritime sector: Norwegian maritime expertise covers all aspects in this sector.

SME Development: The CONAPI's proposal supporting business development services for a second phase should be appraised within a market research perspective (assessing CONAPI's value added in relation to other stakeholders in the microfinance and BDS market; coordinate with other donors) and NORAD should consider the credit line for cleaner and safer production in cooperation with UNEP cleaner production project.

Appraisal of possible co-financing of PASAII within a rural financial system perspective should be undertaken, considering NORAD's current involvement with CARUNA, FADCANIC and ADDAC.

Efforts should be implemented to improve current practices by increased donor coordination and suggest joint donor activities (e.g. harmonization of reporting formats and co-financing), designing sound exit strategies and apply performance based contracts based on benchmarks in the MFI's business plans.
ANNEX A

Mandate for the NORAD working group on PSD Nicaragua (NIS)

1. Background

It is generally accepted that poverty reduction requires economic growth and that development of the private sector is crucial for economic growth. Norwegian development cooperation within the private sector is based upon strategies presented in the following documents:

· Fighting Poverty – The Norwegian Government's Action Plan for Combating Poverty in the South towards 2015.

· Strategy for Norwegian Support of Private Sector Development in Developing Countries - The NIS-Strategy   (Revised edition 2001).

· NORAD Private Sector Development in the South – priority areas, competence needs and organisation –" The Storløkken Report"  (2002).

In the so-called Storløkken Report the regional departments of NORAD, together with the relevant embassies got the overall responsibility for the planning and execution of PSD in the individual cooperating countries. Accordingly, NORAD's Department for Latin America, the Middle East and South-eastern Europe together with the Royal Norwegian Embassy in Managua will prepare a PSD study on Nicaragua.

2. The Working Group

A working group with representatives from ASN, FAG and LAMS of NORAD and from the Royal Norwegian Embassy in Nicaragua will be established with an external, Spanish-speaking person as writing consultant. 

3. Purpose and mandate

In Nicaragua, the primary sector and industries are the backbone of the economy. A basic assumption of this initiative is that PSD in the primary sector and industries can be linked to the sustainable use of natural resources and the protection of the environment.

The working group shall present a report with a proposal on how NORAD best can contribute to economic development in Nicaragua through private sector development. 

The report shall include information on:

· The institutional framework (formal and informal) for private sector development, especially for the small and medium-seized enterprises (SMEs), including possible improvements of : 

      --Physical infrastructure 

--Social infrastructure  (vocational training, entrepreneurial skills and quality of          management)

· Special attention shall be given to the primary sector, including agriculture, forestry and fisheries.

· Agrobusiness (processing of agricultural products and export lines).

· Governance - Possible institutional bottlenecks (formal/informal) that hamper development of the private sector.

· Access to markets, internal and external

· Access to financial services, including CONAPI and CARUNA.

· Environmental laws and their potential short- and long-term consequences on PSD.

· Identification areas for potential growth, for example production and marketing of ecological products and tourism/eco-tourism.

· Identification of bi- and multilateral development cooperation promoting private sector development that takes into account the sustainable use of natural resources and the protection of the environment (For example “clean production”). 

· Identification of programs in Central America already supported by Norway that can contribute to the development of PSD in Nicaragua linked to the sustainable use of natural resourses and the protection of the environment.

· Women’s participation and gender relations in PSD.

· The question whether NORAD's development cooperation should be concentrated to certain geographical areas shall be discussed.

· The establishment of a free trade area in Central America and beyond (FTAA/CAFTA) represents challenges and opportunities for Nicaragua, especially related to trade and the service sector. The report shall include a brief analysis on how Nicaragua is prepared to meet these opportunities and challenges and whether this is an area for NORAD support.   

In addition to the above referred to strategies, the analysis take into account:  

· Nicaragua's Strengthened Growth and Poverty Reduction Strategy – PRSP (2001) 

· National / local plans for private sector development in general and private sector development in the primary industries in particular.

· A Strategy for Environment in Development Cooperation (Norway 1997).
· World Summit on Sustainable Development – Plan of Implementation (2002). 
· Selected documents of the WEHAB Working Group, including A Framework for Action on Agriculture. 

· Relevant plans and programs of other donors in Nicaragua (like the ongoing evaluation of DANIDA's Agricultural Sector Programs).

4. Methodology, time schedule and reporting

The working group will make one field trip to Nicaragua, scheduled for first half of March 2003.  In total, the assignment for the consultant shall tentatively comprise of approximately 20-25 working days.  The draft report shall not to exceed 25 pages (excluding attachments), and is requested to be delivered not later than 10th May, 2003.  For NORAD and the Norwegian Embassy in Managua, there will be a two weeks' time limit for responding to the draft report.  The final report shall be submitted not later than five days after comments from NORAD have been received.

The report shall be prepared in English and shall include an executive summary, not exceeding three pages. The content of the report is outlined above. In addition, it shall include a general assessment of the opportunities for investment and trade; recommendations for possible areas of future co-operation involving NORAD and other Norwegian institutions; and possible areas of co-operation with other donors as well as organisations already supported by NORAD. It shall also, if relevant, suggest areas that need further investigations.  

The working group shall give debriefings at the Royal Norwegian Embassy before departure from Managua as well as a presentation of the final document in NORAD, Oslo.

The information and documentation collected, and names of institutions/persons consulted, shall be filed to facilitate a possible follow-up of the study at a later stage.

NORAD will take contact with NHO and UD to discuss possible follow-up of the NIS study through some kind of active participation with representatives from Norwegian business companies.

ANNEX B

Meetings in Nicaragua and People Met

NORAD
Idar Johansen, Ambassador

Mette Kottman, First Secretary

Felipe Rios Gamero, Advisor

Jorge Canda, Advisor



ADDAC Matagalpa


Julio Gomez Director

Angel Barahona Credit Director

Representatives from: Sitio Historico, Las Parcelas, Laberinto, Balsamo, La Cusuca, Apantillo, San Pedro, San Jose de los Mulas, El Jinete, Portillo, Azancor, Buena Vista, Empalme El Jacobo, UPA, Maysama, Santa Cruz, Las Vegas, Diamante. 

AMCHAM
Maria Regina Sandino, Gerente General



CAJA RURAL NACIONAL, CARUNA
Ariel Buchhart, President

Manuel Aburto Cruz, General Manager



Center for Exports and Investment

CEI
Perla Aguilar Silca, Export Promotion

Orlando Solorzano Delgadillo, Gerente General



CHAMBER OF INDUSTRIES
Gabriel Pasos Lacayo, President



COSEP


Dr. Anastasio Somarriba B.,  Presidente




DFID Consultant
Raul E Fajardo Consultant MC2



FIDEG


Alexandro Martinez Cuenca, President

Sonia Agurto



Inter-American Development Bank

IDB
Aime A Cofre Canuzi

INE


Juan Jose Caldera Perez, General Director Electricity

Fernando Ocampo Silva, General Director Hydrocarbons



INTERNATIONAL LABOUR OFFICE ILO
Serge Cartier van Disseln, Employment Intensive Investment Programme



DANISH EMBASSY


Michael Speirs, Councelor Agricutural coordinator
Carlos E Siezar, Private Sector Development



DONOR COORDINATION 


Dino Siervo, USAID dsiervo@usaid.gov
Bart van Zwieten Dutch Embassy PSD bm-van.zwingen@minbuza.nl
Carmen Alvarado COSUDE carmenci@ibw.com.ni
Salvador Tapia FINAID salvdor.tapia@formin.fi
Carlos Siezzar DANIDA carsie@um.dk
Raul Fajardo DFID/MC2 mc2group@competitividad


FADCANIC
Ray Hooker Taylor



FUNDEPYME - CONAPI 
Julia Maria Cruz National Credit Manager

Emma Ordeñanco Manager Masaya Branch

Uriel Argeñal NORAD Project Coordinator 

Carmen Barahona, Seets producer

Maria Cerrato, Furniture producser

Nora Abud, Bedroom furniture producer

Juana Escobar, Footware producer.



MINISTRY FOR ENVIRONMENT AND NATURAL RESOURCES

MARENA
Eduardo Marin Castillo, Vice Minister

MINISTRY OF AGRICULTURE AND FORESTRY (MAGFOR)
Vice Minister Robert Bendana McEwan

Oscar Neira Cuadra, Director Genral, Policy Formulation

Luis Moranda, Director, Fodd Security



MINISTRY OF DEVELOPMENT OF INDUSTRY AND COMMERCE (MIFIC)
Javier Morales Gonzales Vice Minister

Alejandro Arguello, General Secretary
Sonia Sommarriba G Advisor
Ana Cecilia Tijerino Technical Advisor



NATIONAL FARMERS UNION OF NICARAGUA (UNAG)
Alvaro Fiallos Oyanguren, President

NATIONAL INSTITUTE FOR SMALL AND MEDIUM ENTERPRISES (INPYME)
Alfredo A Garcia Murillo General Director

NICAFISH
Reidar Sundet, President



NICANOR
David Senna, General Manager



PASA II Agricultural Sector Programme, DANISH EMBASSY


Michael Speirs, Councelor

Jacob Grosen, Rural Credit Expert

Jorgen Strange Hansen, Agriculture Specialist

MAGFOR and Donors



PRO NICARAGUA
Juan Carlos Pereira, Executive Director



UNIDO
Pastoraa Sandino Matamoros, National Coordinator

Gabriela Mora, Coordinator Boaco Chontales



WORLD BANK
Florencia Castro-Leal, Senior Economist



PROGRAMME NIS – DELEGATION

Tuesday 4 March:

08.00 – 09.00
Meeting with the Ambassador

09.00 – 10.00
Meeting with the Development Forum

10.00 – 12.30
Conference by Sonia Agurto y Alejandro Martinez Cuenca from FIDEG (FRG) 12.30 – 14.00
Lunch

15.00 – 16.00
 Meeting with CEI (Team 2)   



Mr. Orlando Solórzano Tel. 2683860



Address: Hotel Intercontinental Managua, 1c. abajo, 

3 1/2c. al sur No. 1208

16.30 – 17.30
Meeting with the WB / Florencia Castro  Tel. 270-0000   



 Address: Banco Mundial

Wednesday 5 March:

09.00 – 10.00
Meeting with PRO NICARAGUA (foreign investment) Team 2



Sr. Juan Carlos Pereira Tel. 270-6400

Address: Plaza Basilea, Módulo 3 (Piazetta 20 vrs. a la derecha)

12.00 – 13.00
Meeting with INPYME, Alfredo García  Tel. 267-0682 

Address: Shell Plaza El Sol 1c. al sur, 300 mts. abajo

13.00 – 14.00
Lunch

15.00 – 16.00  Meeting with Chamber of Industries (Team 2)



Sr. Gilberto Solis,  Executive Secretary Tel. 266-8847/51 

16.30 – 17.30
Meeting with the IDB, Jaime Cofré Tel. 267-0831 

Thursday 6 March:

 08.00 – 10.30 Meeting with ONUDI (Team 2)



Mrs. Pastora Sandino  Tel. 276-1774



Address:  IPADE, Km. 9 ½ Carretera a Masaya

11.00 – 12.00 Meeting with  Mario Arana, Minister of MIFIC  (Team 2)


Tel. 278-8712/3 

12.30 – 14:00
Lunch with CIPYME  (donor supporting SMEs) (Team 2) (FRG)



Address: Embajada de Noruega

Friday 7 March:

09.00 – 12.00
Debriefing DANIDA mission

13.00 – 14.00
Lunch

Saturday 8 – Sunday 9 March:

Ometepe / Tourist investments

Tilapia

Monday 10 March:

06.00 – 18.00
Visit to ADDAC, Matagalpa

Tuesday 11 March:

08.00 – 09.00
Meeting with INE (Team 2)



Mr. Fernando Ocampo Tel. 222-7817  

10.30 – 11.30
Meeting with PARMALAT  (Team 2)



Mr. Aldo Camorani  Tel. 249-0852 



Address: Km. 4 ½ carretera norte

12.00 – 13.00
Lunch

13.00 – 15.00
Debriefing with the Embassy

Team 2:

Hege Gulli, Adviser Micro-finance, Technical Dep.- NORAD 

Asbjørn Skaaland, Senior Engineer / Economist, Nordic Consulting Group

Mette Kottmann, Counsellor, Norwegian Embassy, Managua

DFID:

Raúl Fajardo, M.Sc., Ph.D

The Ambassador will participate in some of the meetings

Abbreviations:

FIDEG:

Fundación Internacional para el Desarrollo Global

CEI:

Centro de Exportación e Inversión

CARUNA:
Caja Rural Nacional

WB:

World Bank

MAGFOR:
Ministerio de Agricultura Forestal

PRO NICARAGUA:
Programa de Apoyo a la Inversión

COSEP:
Consejo Superior de Empresas Privadas

INPYME:
Instituto de la Pequeña y Mediana Empresa

AMCHAM:
American Chamber of Commerce

IDB:

Interamerican Development Bank

ONUDI:
Organización de Nacional Unidas para el Desarrollo Industrial

MARENA:
Ministerio del Ambiente y Recursos Naturales

MIFIC:

Ministerio de Fomento, Industria y Comercio

CONAPI:
Cámara Nacional de la Mediana y Pequeña Industria

CIPYME:
Comité Internacional para la Pequeña y Mediana Empresa

FADCANIC:
Fundación para la Autonomía y Desarrollo de la Costa Atlántica en Nicaragua

DANIDA:
Danish Development Agency

UNAG:

Unión Nacional de Agricultores y Ganaderos

ADDAC:
Asociación para la Diversificación y el Desarrollo Agrícola Comunal

NICANOR:
Nicaragua-Noruega Fisheries

INE:

Instituto Nicaraguense de Energía

NICAFISH:


DFID:

Department for Information Development (UK)
ANNEX C

LIST OF REFERENCE DOCUMENTS
General documents 

· WEHAB documents (framework for action) + Plan of Implementation 

NORAD (and Norway) specific documents 

· Action Plan 2003 for the Norwegian Embassy in Managua 

· Evaluation of the Norwegian Investment Fund for Developing Countries, Nicaragua Field Report 

· Other relevant NORAD project documents and reviews (to be provided by Embassy and LAMS) 

· NORAD strategy for Environment in Development Cooperation 

Nicaragua documents 

· Estratégica Nacional de Desarrollo. Gobierno de Nicaragua 2002

· SGPRS July 2001 

· SGPRS first progress report 2002 

· IDB's "Economic and Social Progress in LAC" 2001 Report, on competitiveness and enabling environment, NIC one of the country cases (get from IDB in Managua?) 

· Administrative Barriers to investment in Nicaragua FIAS 2002

· WB "Nicaragua at a glance" 

· EIU Nicaragua Country Report (Feb 2003) + Country Profile 2002
· Evaluation of NORFUND 2003 Nicaragua field report 
· Impacto de la corrupción en las PYMES (SME)- GTZ / Holland 2002.
· Integración de la perspectiva de igualdad de género en Nicaragua -SIDA 2002.
· Simplificación Administrativa para la formalización de la Micro y Pequeña Empresa en Nicaragua INPYME 2001.
Sector-related documents: 

· Mujer empresaria en Nicaragua. PROMICRO/OIT-May 2002
· WB: Nicaragua: Promoting Competitiveness and Stimulating Broad-based growth in Agriculture" (October 2002) 

· Project Brief "Small Scale hydro-electricity for Productive use" 

· Micro credit in Central America: A Market study 

· Nuevas políticas sobre las micro finanzas en Nicaragua 

· La maduración de las micro finanzas en Nicaragua: Oportunidades y Desafíos 

· CGAP: "Micro finance in CAM and Mexico: profile and challenges" 

· Evaluación intermedia del Programa de Servicios de Desarrollo Empresarial BID/INDE/GTZ Diciembre 2002
· The distributional impact of loans (micro credit) in Nicaragua-Oct. 2002
· Guía para el desarrollo rural en Nicaragua-NITLAPAN, 2002
· El impacto social del micro crédito en Nicaragua. FIDEG 2003
· Estado de la información forestal en Nicaragua FAO/EU 2002
· Small Scale hydro-electricity for Productive Use, UNDP / CNE / GEF 2002

· Estrategias Para el desarrollo de la Agricultura nacional Horizonte 2010 MAGFOR 2001
· Evaluación de los Servicios Fitizoo-sanitarios e Inocuidad de los Agro-alimentos BID 2001
Project-related documents: 

· CONAPI mid-term review 2001 

· Evaluación termino medio del proyecto Caruna-NORAD 1998 

· Pilot Loan Guarantee Program for SME investing in cleaner production for Guatemala and Nicaragua. UNEP 2003.
 

NORADs rapportserie

Year
Nr
Title
Type

00
1
NORAD's Good Governance and 



Anti-Corruption Action Plan 2000-2001
Position

01
1
Coordination of Budget support programmes
Discussion

01
2
Poverty Reduction Strategy Processes in Partner Countries
Position

01
3
Aids handlingsplan
Standpunkt

01
4
Aids Action Plan
Position

02
1
Study on Private sector Development: Summaries
Discussion

02
2
Study on Private sector in Bangladesh
Discussion

02
3
Study on Private sector in Malawi
Discussion

02
4
Study on Private sector in Mosambique
Discussion

02
5
Study on Private sector in Sri Lanka
Discussion

02
6
Study on Private sector in Tanzania
Discussion

02
7
Study on Private sector in Uganda
Discussion

02
8
Study on Private sector in Zambia
Discussion

02
9
Ownership and partnership: 



Does the new rhetoric solve the incentive problems in aid? 
Discussion

02
10
Study of Future Norwegian Support to Civil Society in Mozambique
Discussion

02
11
Report of a study on the civil society in Uganda
Discussion

02
12
Private Sector Development in Albania
Discussion

02
13
Private Sector Development in Bosnia and Herzegovina
Discussion

02
14
Review of Christian Relief Network in development co-operation.
Discussion

02
15
Budsjettstøtte
Standpunkt

02
16
Direct budget support/
Position

02
17
Fattigdom og urbanisering
Standpunkt

02
18
Urbanisation
Position

02
19
Information and Communication Technology (ICT)
Position

03
1
Helse i utviklingssamarbeidet
Standpunkt

03
2
Principles for Delegated Co-operation in NORAD
Position

03
3
Building demand-led and pro-poor financial systems
Position

03
4
Study on Private sector Development in Nicaragua
Discussion

03
5
Study on Private sector Development and Prospects



for Norwegian trade and investment interests in Nepal
Discussion

03
6
Study on Private sector Development and Prospects



for Norwegian trade and investment interests in Vietnam
Discussion

NORADs rapportserie består av to typer rapporter: Standpunkt uttrykker NORADs syn på et tema, mens Diskusjon er et faglig innspill, som ikke nødvendigvis uttrykker etatens vedtatte policy.

NORAD's list of publications comprises two categories: Position is NORAD's official opinion, while Discussion is a forum for debate that not necessarily reflects NORAD's policy.
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