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EXECUTIVE SUMMARY

This report describes the findings and presents the assess-
ment, conclusions and recommendations of an evaluation
study concerning four consultancy funds established with
financing from the Kingdom of Norway in Jamaica, the Domi-
nican Republic, the Republic of Nicaragua, and the Republic
of Costa Rica.

The evaluation was carried out in three phases between May
and September 1986. The Team charged with the evaluation
visited each of the capitals of the four recipient coun-
tries, and met with officials in charge of the administra-
tion of the funds as well as responsible for the execution
of projects financed from the funds.

The funds had received the following amounts of financing,
including replenishments: Jamaica NOK 13 mill., Dominican
Republic NOK 12 mill., Nicaragua NOK 4 mill., and Costa
Rica NOK 5 mill. With the exception of approximately NOK
4.8 mill. in the Jamaica fund, these allocations were all
fully committed and largely expended.

The use of these funds was governed by individual agree-
ments and was limited to the contracting of Norwegian con-
sultancy services. Most of these services were related to
sectors in which Norwegian expertise is particularly
strong: hydro electric energy, energy related industries,
shipping, fisheries, forestry and off-shore.

Authority to select and contract consultancy services as
well as to certify payments to the consultants was vested
with the governments in the four countries, with no re-
quirement of Norwegian approval. However, in practice, a
substantial portion of the Jamaica fund projects were
agreed during meetings of the Jamaica-Norway Joint Commis-
sion.

The majority of the projects financed from the funds
achieved the results expected, some others did less well
but were still useful in attaining the overall objective of
supporting the recipient countries' efforts in economic and
social development. A few projects were failures.

The modality of consultancy funds, which is relatively new
in the context of Norwegian development cooperation, was
very well received in the four host countries, which all
expressed a desire for continuation of this form of coope-
ration.

In its assessment the Evaluation Team has critical observa-
tions concerning the tenor of the consultancy fund agree-
ments which are found to be too superficial, with lack of
definition of many concepts essential in the execution of
the cooperation envisaged.



Nevertheless, the Team concludes that the consultancy fund
modality is a very valuable addition to the Tist of other
modalities of development cooperation, but that it is

essential that the donor share the responsibility for the

use of the funds.

The Team recommends that consultancy funds also be utilized
in future Norwegian development cooperation, albeit with
some important changes in the basic agreements.
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INTRODUCTION

In April 1986, the Royal Norwegian Ministry of Develop-
ment Cooperation charged an Evaluation Team with the task
of carrying out a post-evaluation study of the methods of
operation and results achieved within the framework of
four consultancy funds financed by the Norwegian Govern-
ment and operating in Jamaica, the Dominican Republic,
Nicaragua and Costa Rica.

The Team accomplished this task in three phases from May
to September 1986.

WORKING METHOD AND APPROACH

The evaluation is based on Terms of Reference of 25 April
1986 (Appendix 1). The overall objective of the evalua-
tion is to assess the results of the four consultancy
funds and of the effectiveness of the means employed to
achieve these results, as well as to analyse the corre-
spondence between the goals established and the results
obtained, in the light of certain specific criteria.

In consequence, the evaluation was not aimed at, nor was
time allocated for, detailed assessment of individual
projects or services financed under the fund agreements.

To ensure that the exercise was fully responsive to the
Terms of Reference, it was felt necessary to carry out
the evaluation at two levels, i.e. the country level and

the modality level.

For both levels, the evaluation takes as a point of de-
parture the texts of the fund agreements which stipulate
both the objectives against which the results can be
measured and the administrative requirements against
which the operability can be Jjudged.

In the following, the Evaluation Team's findings and its
assessment of these is preceded by a brief history of the
funds, with an introduction to the environment in which
the funds were created, including a description of the
macro-economic and institutional settings within which
they operated.

The Team's findings are, for each country, presented in
two parts, comprising first a summary of initial find-
ings. This summary 1is in each case a text agreed between
the Team and representatives of the respective govern-
ment. The second part is a compilation of additional
findings and observations, based on the Team's activities
in the four countries and in Norway.



The Terms of Reference do not include a demand for recom-
mendations, nor do they eliminate the possibility of one
being made. Due to the nature of its conclusions, the
Team has opted for also presenting its recommendations.

In several contexts, reference has been made to the pos-
sibility of spending Norwegian development assistance
funding towards similar goals under alternative insti-
tutional arrangements, e.g. utilizing Inter American
Development Bank (IDB) or Banco Centroamericano de Inte-
gracién Economica (CABEI) as channels for project financ-
ing. The Team did not find it opportune to combine an
evaluation with a programming exercise and has, conse-
quently, not attempted to include an assessment of such
alternatives.

The collection of data for the evaluation was made from
registry files and documents as well as from interviews
with relevant officials in all the countries concerned.

The Team carried out its task in three phases:
Phase I: 0slo

The Evaluation Team members familiarized themselves with
background documents and files from the registries of the
Norwegian Ministry of Foreign Affairs and the Norwegian
Ministry of Development Cooperation, and interviewed per-
sonnel from the two ministries with relevance to the
establishment and administration of the Funds, as well as
representatives from the Ministry of Trade and Shipping,
the Norwegian Export Council and the Bank of Norway.

In addition the Evaluation Team members familiarized
themselves with the projects carried out under the funds'
arrangements by way of interviewing a representative
number of the Norwegian firms, and by way of submitting
questionnaires to all Norwegian firms/institutions which
had taken part in projects.

Phase II: Field Study

Phase II comprised visits to the four countries concerned
and the Evaluation Team members familiarized themselves
with local conditions and needs, and interviewed relevant
key personnel in all administering institutions, planning
authorities and most of the executing agencies. In addi-
tion the Evaluation Team also had meetings with the local
offices of IDB and UNDP as well as with the respective
loan officers in the World Bank and IDB in Washington.

A preliminary summary of findings was made and signed by
both parties in each country. These are incorporated in
Chapter 2.



1.2

1

-2.1

Phase III: Oslo

Collected data was analysed, assessed and complemented

with additional

information.

The present document was

written with the aim of providing Norwegian authorities
with a comprehensive report as well as providing the
governments in the four fund countries with separate

reports.

THE CONSULTANCY FUNDS

Establishment and Replenishment of the Funds

During the period of 1979-84 the Government of Norway
entered into agreements with the governments of Jamaica,

the Dominican Republic,

Nicaragua and Costa Rica in order

to establish consultancy funds financed by Norwegian

development aid.

The general objectives stated in the

agreements were to cooperate in promoting the economic
and social development of the respective country (in the
case of Jamaica to expand cooperation); and the direct
objective to establish a Fund to finance consultancy
services carried out by Norwegian consultancy firms.

The agreements and replenishments were signed on the fol-

lowing dates:

Jamaica:
22 June 1979:
9 June 1980:
29 June 1980:

Total:

The Dominican Republic:
6 March 1980:
27 October 1981:
26 October 1983:
13 December 1984:

Total:

Nicaragua:
4 January 1982:

Costa Rica:
9 July 1984:
March 1986:

Total:

NOK 2 mill.
NOK 3 mill. (replenishment)
NOK 8 mill. (replenishment)

-y gy iy o ey iy ey g Gy Ry

NOK 13 mill.

NOK 3 mill.

NOK 3 mill. (replenishment)
NOK 4 mill. (replenishment)
NOK 2 mill. (replenishment)

P ey e e ey e ey gy gl gy iy

NOK 12 mill.

NOK 4 mill.
NOK 4 mill.
NOK 0.974 mill. (replenishment)

R gy g gl e gy iy g Wy gy

NOK 4.974 mill.
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As of 1 July 1986 all allocations except for the Jamaj-~
can, were practically expended. 1In the case of Jamaica
USD 662,387 remains in the Fund Account, but payment of
commitments has yet to be completed. 1In the case of the
Dominican Republic all commitments have been paid and the
Fund is completely exhausted. 1In the case of Nicaragua
USD 4,419 remains in the Fund Account after all commit-
ments have been paid. The Costa Rica Fund Account has a
balance of USD 152,360 with further commitments to be
paid.

The four funds in question were all established by the
Ministry of Foreign Affairs and until 31 December 1983
the responsibility for the administration of the fund
agreements was vested with this Ministry. 1In connection
with the establishment of a separate Ministry of Develop-
ment Cooperation, the administration of the funds was
transferred to the new Ministry taking effect from

1 January 1984, Within the Ministry the administrative
responsibility was vested with NORAD's Division for
Maritime Transport and Industry.

Background to the Establishment of the Funds

Historically, Norway's links with the Central American
countries and the Caribbean have been rather limited.

The general knowledge of this part of the world in Norway
is fragmentary, and with the distinct exception of a few
specific commodities, general trading between Norway and
Central America/Caribbean is little developed.

Norway has for many years imported large amounts of alu=
minium oxide from Jamaica. This, together with the fact
that there existed a particularly good relationship be-
tween the Government of Norway and the Government of
Jamaica in the latter part of the 1970s, was the basis
for entering into an agreement on trade, economic, indu-=
strial and technical cooperation (TEITC) administered by
a joint commission. The creation of a consultancy fund
came as a result of cooperation within the framework of
this Joint Commission.

The establishment of a consultancy fund with the Domini-
can Republic was a result of the following circumstances:

-~ The Norwegian Government received a request from the
Government of the Dominican Republic in January 1979
asking for financial assistance in connection with the
country's debt service problem.

-~ The export of Norwegian clipfish to the Dominican
Republic was of significant importance for the Norwe-
gian fishing industry.
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- Influential industrial and commercial sectors in Norway
expressed at that time strong intentions to expand
their commercial activities in the Dominican Republic.

It can be assumed that the establishment of a consultancy
fund with Nicaragua is a result of the Norwegian Govern-
ment's desire to assist the new Government of Nicaragua
after the overthrow of the Somoza regime. It was thought
that a consultancy fund was a practical developmental
tool which could be quickly utilized to fill an immediate
need.

The establishment of a consultancy fund with Costa Rica
followed a direct request in 1983. The positive response
can be regarded as a result of Norway's general desire to
strengthen its overall contacts with the Central American
countries and her view of the special role Costa Rica
could play as a stabilizing factor and an example for the
region's development.

Comparison of Fund Agreements

The agreements (see Appendices 3-6) establishing the four
funds are basically built over the same last, but they do
comprise essential differences. The Jamaica Agreement
was the first of its kind, and it served largely as a
model for the following three, notwithstanding the fact
that it was linked closely to the administrative mecha-
nisms of the Jamaica-Norway Joint Commission which does
not have an equivalent with respect to the three remain-
ing countries.

Thus, the rationale for establishing the Jamaica Fund was
to expand the cooperation defined in terms of the so-
called TEITC Agreement, whereas the other three agree-
ments stipulate the rationale as the desire to cooperate
in promoting the economic and social development of the
respective country.

A1l four agreements are concerned with financing of
studies, while at the same time they indicate that the
purpose ..... shall be to finance consultancy services
..... in connection with projects within the general
framework of cooperation ..... In the Nicaragua Agree-
ment, the purpose is expanded to include re-evaluation of
feasibility studies from third countries.

All agreements explicitly state that the recipient shall
determine the manner 1in which the Fund is to be used, and
shall have responsibility for negotiating and signing
contracts with Norwegian consultancy firms.

In the Nicaragua and Costa Rica agreements Norway obliges
herself to give appropriate information concerning Norwe-
gian consultancy firms for particular projects. Both of



these agreements state that participation in financing of
projects is limited to those services which are carried
out under the agreements.

With respect to disbursement procedures, the four agree-
ments show somewhat wider variations.

The financing of three of the funds (excluding Jamaica)
was made accessible by way of block US dollar deposits
into accounts held in the names of the recipient coun=
tries with the Bank of Norway. Financing for the Jamaica
Fund was held in a special Bank of Jamaica account with
the US Federal Reserve Bank in New York.

The Jamaica and Dominican Republic agreements explicitly
stipulate that project related local costs may be finan-
ced from the funds.

For the Bank of Norway accounts it is required that the
recipient inform the Bank about the persons authorized to
certify payments from their account. In addition, the
Costa Rica and Nicaragua agreements require that the re-
cipient authorize Norway to make the disbursements on
their behalf.

Reporting requirements are similar in all four texts and
stipulate that Norway shall be informed after each sign=~
ing of contract, and that the recipient shall each six
months provide Norway with a statement of account includ-~
ing appropriate documentation.

The study of the four agreements gives rise to a number
of questions, due to the inherent ambiguities, contradic~
tions and absence of definitions, such as:

-~ What is meant by "Norway"” in institutional terms?

~ What is "appropriate documentation"?

~ Which type of information is supposed to be given to
Norway after signing of each contract?

-~ Why is the Bank of Norway to be informed about persons
authorized to certify payments in those cases where
Norway is the authority actually making these disburse-
ments, and how does this relate to the recipients’
autonomy in determining the use of the fund?

~ What is meant by "the general framework of coopera-
tion"?

~ How can "financing of studies” be balanced against the
broader term "consultancy services"?

These are all issues relevant to the assessment of the
operability of the agreements, and they therefore had the
attention of the Team both during its field trip and in
its discussions with Norwegian authorities.
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4.1

POLITICAL AND COMMERCIAL ASPECTS

In addition to their explicitly stated development objec-
tives, the consultancy fund agreements implicitly serve
to promote export of Norwegian consultancy services to
the countries in question, as well as to open up their
markets for Norwegian investment goods.

However, an evaluation of this aspect, e.g. with regard
to total market or sector opportunities, falls outside
the Terms of Reference.

This fact notwithstanding, the Team has noted that Cen-
tral America and the Carribbean is second to only Brasil
as a market for Norwegian exports to the region. It has
also been observed that no overall strategy or clear
objectives exist in the general promotion of exports to
this area.

From discussions with representatives of the Norwegian
Export Council and the Ministry of Trade and Shipping 1t
has become clear that no active efforts have been made in
directly informing Norwegian companies about the existing
and potential use of the funds. Such information has in
practice only been disseminated by way of press releases
in connection with the signing of the agreements.

Furthermore, no comprehensive presentation of Norwegian
companies and their products was ever made vis-da-vis the
executing agencies or the fund administrators.

An additional implicit objective of the agreements has
been to further Norwegian foreign policy interests.
Representatives of the Norwegian Ministry for Foreign
Affairs have in particular stressed the importance of the
funds playing the roles of "door openers" and serving as
indicators of Norway's interest in participating in the
development of the countries in question.

THE NORWEGIAN DEVELOPMENT POLICY SETTING

Basic Principles

(Source: MDC Information Office)

The principles of Norwegian development assistance, as

laid down by the Norwegian Parliament, are:

- assistance to go to the poorest developing countries

- to be "recipient oriented"

- to be provided as grants

- to be untied

- to be concentrated on a few main priority countries,
selected on the basis of certain criteria.
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The Government White Paper No. 36 (1984-85), approved by
the Norwegian Cabinet 26 October 1984, states that the
paramount goal of development assistance shall continue
to be to contribute to lasting improvements in the econo-
mic, social and political conditions of the population in
developing countries. Development aid must be used so as
to achieve the greatest possible development effect for
the poorer sectors of the population. It should prefer-
ably go to the poorest developing countries, and be de-
signed to create as little dependence as possible on
future aid. The resources allocated to development
assistance must be used as efficiently as possible in
order to achieve this goal.

The White Paper also admits that the developing countries
are comprised of a highly varied group of nations, as re-
gards natural resources, climate, social and political
organization, culture, and economic systems and in their
pursuit of different development strategies. Also, they
are unevenly affected by the international economic
crises.

Furthermore it states that recent aid experience, altered
conditions in developing countries, and the desire for a
continued improvement of the quality of development aid,
necessitate some new support arrangements. Proposals in-
cluded in the White Paper reflect the broader coopera-
tion with developing countries during recent years, and
the need for a wider range of instruments.

Operational Practices

Norway's bilateral development assistance is also 1in
practice largely limited to a few main partner countries
in Africa and Asia. The primary motivation for this was
that concentration on a few countries and continuity in
projects and sectoral engagements secure and enhance
effectivity and efficiency of the cooperation, mostly
because the Norwegian administration thereby obtain a
deeper understanding of the economic and social situation
in each country and, in turn, of its related requirements
for furtherance of its development.

Norwegian technical assistance is in general tied to the
use of Norwegian experts and consultants. Assistance is
provided most often in the form of individual experts or
by way of consultancy firms for specific tasks or pro-
jects.

In the case of some main priority countries assistance
is, however, also provided for by financing experts from
third countries under the so-called "Personnel funds”,
from which the necessary foreign exchange portion of
their remuneration can be paid.
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In one case (Sri Lanka) a consultancy fund was estab-

lished (1982) primarily for financing the use of local
consultants, but not excluding the use of Norwegian or
third country consultants. This agreement was estab-

lished in the context of the Country Programme for Sri
Lanka.

In recognition of Norway's special ability to provide
assistance in certain fields, notably the maritime,
fishing, hydro energy and offshore o0il sectors, technical
assistance in these fields have been exempted from the
geographical concentration principle. However, apart
from budgetary constraints the accomodation of otherwise
acceptable requests for assistance in these fields has
been 1Timited by the capacity of the Norwegian development
authorities to appraise and administer new projects.

In order to overcome these limitations, it was attempted
during the late 70's to seek ways and means for providing
assistance with a minimum administrative effort. The
increase of Norwegian multi-bilateral assistance during
this period was one outcome. Another was the use of
consultancy funds, a cooperation modality according to
which a fixed amount of funding was put at the disposal
of the recipient country, subject to certain mutually
agreed circumscriptions of the use of such funds.

The first fund agreements were entered into with Jamaica
and Turkey in June and September 1979, respectively.

Both were directly linked to previous comprehensive
agreements between Norway and these countries, in each
case involving the creation of a Joint Commission to deal
with trade, economic, industrial and technical coopera-
tion, and both were seen as financial instruments for the
implementation of these larger aspects.

The general format of the four consultancy fund agree-
ments was thus determined by the linkage to the joint
commissions and to the possibility of discussing projects
to be financed during commission meetings.

RATIONALE FOR EYALUATION

The decision to carry out a post-evaluation of the four
consultancy funds is the result on the one hand of the
need to establish the appropriateness, efficiency and
adequacy of the fund arrangement as a modality for tech-
nical assistance to the countries concerned, and on the
other hand to provide a basis for decisions on future
forms of cooperation.

Consultancy fund agreements as a modality for technical
assistance have not previously been post-evaluated.



The four agreements under which the assistance has been
provided were vaguely formulated with rather unspecific
requirement for information on utilization of the funds
and of the projects financed.

Norwegian authorities have therefore had no possibility
within the stipulations of the agreements of making sure
that the funds were utilized in accordance with the
originally stated or perceived intentions of the funds.

The following factors also seem to justify an evaluation
of the consultancy fund agreements:

~ That Norway's general attitude towards development co-
operation with Central American countries is at present
under consideration.

~ That the consultancy funds cover countries not among
the main priority countries for Norwegian development
aid.

~ That the funds were never intended to be of a permanent
nature.

~ That doubts have been expressed as to whether the funds
were utilized in accordance with the principles of Nor=-
wegian development aid and in the interest of the reci-
pient countries.
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NICARAGUA

Basic Data

Basic Data on Country

Geographic data:

Area (thousands of sq.km) 130

Population (million - 1983) 3.0

Pop. density (per sq.km - 1983) 24

Capital City Managqua (0.6 mill.)
Language Spanish

Political data:

Constitution: A Statute on Rights and Guarantees was
issued by the Revolutionary Junta 22 August 1979. A new
constitution is to be drawn up by 1987.

Last election: 4 November 1984, Presidential and Legi-
slative.

President: Commdr. Daniel Ortega Saavedra (FSLN), 66.9%,
took office 10 January 1985.

Dominating Party: Frente Sandinista de Liberacion Nacio-
nal (FSLN) 61 seats out of a total of 96.

II, SOCIAL PROFILE 111, ECOROMIC PROFILE ]
Population - 1983 (Millions): 3,0 A, Basic Indicators
Avg. Growth Rate (1973-83): 3.9 GHP P:: Capita 197?:3’ E.hé:- }11**1:153@
Avg, nual Growth L1965-03): _ 1.0 %
Urban/R R : )
an/ urnl atio (1983): 55/L5 Consumer Price
Urban Pop. Avg. Index 1981:323,9 1933: po2.o
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Trade with Norway (mill.

Import from Norway 2.3

Export to Norway

*)

Imports from Norway
Norwegian development assistance.

Norwegian development aid (NOK 1,000):

NOK ) :
1981 1982 1983 1984 1985
3.9 1.4 13.2%*) 19.6%)
{ [ 0 N 8.7 1.9 0.1 1.5
Source: Statistisk Sentralbyrad

in 1984 and 1985 were financed with

Direct NGO | Multi- Emergency | Other | Total

bilateral bilateral | assistance
1980 300 1., 725 400 56 2,031
1981 482 1,860 150 2,492
1982 3,818 24781 3130 4,000 { 13,729
1983 1,554 14,140 1,080 5116,779
1984 16,955 12,542 15,603 1,500 52 | 46,652
1985 20,034 6,343 16,313 199 042,889

Source: Min. of Development Cooperation

2.1.1.2 Basic Data on Projects

l.

Study on Rehabilitation of the Fishery Sector (3 con-
tracts).

Norwegian consul tant:
Local implementing agency: INPESCA
Cost: NOK 2,162,040
Contract signed:

Field work completed:
Final report delivered:

Hallbjern Hareide A/S

18 September 1982
18 December 1982
11 April 1983
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2. Compilation of a Master Regional Development plan
Based Mainly on Hydrological Studies.
Norwegian consultant: ORGUT A/S
Local implementing agency: IRENA
Cost: NOK 1,837,760
Contract signed: January 1984
Field work completed: January 1984
Final report delivered: 11 June 1985

Macro Economic Setting

(Source: Excerpts from International Economic Appraisal
Service's (IEAS) report June 1986)

Background

Since 1979 the economy has been subject to a variety of
negative influences both internal and external, economic
and non-economic. These have combined to cause chronic
deficits on both the fiscal and external accounts, and
economic stagnation followed by a decline in activity.
In recent years economic policy has been increasingly
diverted from the initial goals of the 1979 revolution,
towards simply the maintenance of the agricultural base
for food and cash crop production. Various measures have
been taken to curb the effects of the severe shortage of
both final products and industrial inputs on the coun-
try's precarious financial system.

Nicaragua's export revenue is now more than ever depend-
ent on its agricultural products. The four principal
products, coffee, cotton, meat and sugar represented an
estimated 78% of merchandise exports in 1985, up from the
low 60%'s in the early 1980's when Nicaragua enjoyed a .
significant level of exports of manufactures. The direc-
tion of trade has shifted away from its traditional part-
ners, the USA and Central America, towards Japan, the
EEC, North Africa and Comecon countries. This develop-
ment has occurred due to the increasing hostility of US
policy towards Nicaragua and the financial problems of
Nicaragua's neighbours, as well as Nicaragua's need to
find trade partners who will also finance import needs.

Despite constraints imposed on imports limiting them as
much as possible to essential goods and, since 1985,
applying a discouraging exchange rate to luxury goods,
Nicaragua's trade deficit has continued to widen in
recent years. With foreign debt growing quickly, debt
interest payments due dominate the invisibles account,
despite rescheduling of commercial debt with improved
terms, producing a substantial ongoing deficit. The only
positive item in the current account to increase signifi-
cantly has been net public transfers. This by itself,
however, has not been enough to stop Nicaragua's current
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account remaining substantially in deficit for the last
six years. The cumulative current account deficit since
1980 stands at an estimated $2.9bn, greater than the sum
of merchandise exports for the same period ($2.5bn).

The present situation in Nicaragqua is dominated by the
low intensity war with the so-called Contra Forces. This
struggle, in which the Sandinistas hold an overwhelming
military capability, has caused much direct and indirect
damage to the Nicaraguan economy. The Contras have con-
centrated on economic targets such as the coffee harvest,
and have forced the Government to allocate an increasing-
1y large proportion of its limited resources on defence
(60%). Support for the Contras has come from the Reagan
administration both in terms of funding and tactical
support from its agents, as well as the US acting to
block sources of concessional finance to the Nicaraguan
government.

In 1979 public external medium and long term debt stood
at $1,127mn, the debt service ratio was 12.0%, and effec-
tive terms were relatively soft. By end 1984 Nicaragua's
disbursed public debt had grown to $3,835mn, over three
times as large, and the debt service ratio, if obliga-
tions had been met, would have stood at around 100%.
Disbursed foreign debt is estimated to have risen to
$4,250mn by end 1985, with much of the increase due to
bilateral trade credits. The dramatic increase in debt
is due to the chronic current account deficit compounded
by Nicaragua's inability to meet principal repayments.

By far the most important source of external finance to
Nicaragua during the past six years has been bilateral
arrangements. In 1980 disbursed bilateral loans amounted
to $502mn, growing to stand at $2,075mn at end 1984
according to the World Bank. This support has come at a
time when the pressure from the US administration has all
but blocked off new multilateral agency funds from
Nicaragua.

Present Situation

Economic performance in 1985 is estimated to have been
all but disastrous. Real GDP is estimated to have fallen
by 2.4%, with only the agricultural sector holding its
own. Industry is starting to be even more severely
affected than before as government resources allocated to
it fall. On the external front merchandise exports are
now estimated to have fallen to $307mn due to the fall in
cotton receipts from $135mn in 1984 to $96mn in 1985, and
generally weak performances from other export products.
Merchandise imports are now estimated at $837mn, accord-
ing to preliminary official figures, leaving a negative
trade balance of $530mn, the worst for a number of years.
The net transfers and invisible deficit is still estima-

ted at $75mn which together with the trade deficit
results in a current account deficit of $605mn.



2.1.2.3 Outlook

There appears to be no reason to expect an improvement in
Nicaragua's economic performance in the present condi-
tions. The explosion of price inflation over the past
year combined with the continuing shortages of both 1in-
puts and real investment point to a further deterioration
in real economic activity through 1986. Real GDP 1s pro-
jected to decline by 3.0% in 1986, again with agriculture
being the only positive influence due to the priority it
is given by the government.

As long as the Contra forces pose a threat to the securi-
ty of the country what 1imited funds are available to the
Government will be directed towards countering them,
leaving the allocations to the rest of the economy 1imi-
ted to mere maintenance. The medium and long term out-
look is thus crucially dependent on a cessation of hosti-

lTities.

e lad Institutional Setting

The executive power in Nicaragua i1s today organized by
approximately 18 ministries with approximately 44 mini-
sters. The Cabinet is headed by the President. However,
the institutional setting in Nicaragua has gone through a
major transitional period since the overthrow of the
Somoza regime in 1979.

Neither the institution responsible for the establishment
of the Fund (Fondo Internacional para la Reconstruccion -
FIR) nor the institution responsible for the administra-
tion of the Fund at the early stages, Financiera de Pre-
inversion (FINAPRI), exist any longer. Today all foreign
aid and assistance from abroad are co-ordinated by the
Ministerio de Cooperacion Externa (MCE). This Ministry
includes a separate department for bilateral technical

assistance from Europe, with a separate Scandinavian
desk.

Coordination of all economic planning in Nicaragua 1is
conducted from Secretario de Planificacion y Presupuesto
(SPP), which operates as a technical secretariat for the
country's National Planning Council. The Planning Coun-
cil is headed by the President of the Republic and com-
prises representatives from all economic and social
sectors of society, including the Central Bank and MCE.
A11 proposals put forward for the National Planning
Council have to go through SPP. SPP is also responsible
for the preparation of the country's economic programme.

Planning in Nicaragua is today to a large extent depend-
ent on external factors basically outside the control of
Nicaragua. Short term planning is therefore emphasized

rather than long term planning. A1l projects financed in
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Nicaragua have to be approved by SPP/National Planning
Council before execution. The country has not as yet
established a development plan in traditional terms.

The present administration of the Consultancy Fund is
vested with Fondo Nicaraguense de Inversiones (FNI). FNI
was established in 1983 and took over the responsibility,
duties and commitments of two previous government insti-
tutions, of which one was FINAPRI. FNI 1is mainly funded
with government money channelled through the Ministry of
Finance, but it reports to the Central Bank of Nicaragua.
FNI is involved in pre-investment studies, investments in
productive activities and development of physical infra-
structure. FNI puts particular emphasis on the economic
aspects of the projects it participates in. FNI is
organized in 7 departments with 203 staff members, of
which 78 professionals.

The following two parastatal organisations acted as Tlocal

implementing agencies for the two projects which were

carried out under the Consultancy Fund Agreement:

- Instituto Nicaraguense de l1a Pesca (INPESCA)

- Instituto Nicaraguense de Recursos Naturales y del
Ambiente (IRENA)

INPESCA was established in 1980 and is a holding organi-
zation for all fishing activities in Nicaragua. IRENA in
one of Nicaragua's parastatal organizations involved in
forestry and rural development.

It must be noted that since Nicaragua is still in a
transitional period, the working routines and procedures
of government and parastatal institutions and the forms
of co-operation between the various institutions are
still not fully developed. It must also be noted that a
great majority of the civil servants and personnel in the
parastatal organizations are relatively fresh in their
positions.

Initial Findings During Period of Field Work

(Text as agreed between MCE and Evaluation Team 14.6.86)
General Understanding of Agreement and Procedures

Reference is made to the Terms of Reference for the Post
Evaluation Mission.

The Mission visited Managua from 10 - 14 June 1986 and
held discussions with the relevant Government authori-
ties. The Norwegian participants were in all discussions
joined by three representatives of the Government of
Nicaragua.



The preliminary main findings of the Mission can be sum-
marized as follows:

- The Agreement establishing the Fund was signed during a-
high-lTevel delegation visit to Oslo without any prior
preparation by the Nicaraguan Institution later respon-
sible for the administration of the Fund. Consequently
no basis for interpretation of the Agreement existed.

- The responsibility for the administration of the Fund
was shared between FIR (Fondo Internacional para 1a
Reconstruccion) and FINAPRI (Financiera de Preinver-
sion).

- The text of the Agreement was perceived as ambiguous.

- In particular the expression "within the general frame-
work of cooperation” was found meaningless since no co~-
operation existed between the two countries prior to
the signing of the Agreement.

- The expression "consultancy services" was strictly de-
fined to cover consultant fees and international
travel, and 1imited to studies.

- In retrospect the Nicaraguan authorities expressed
satisfaction with the flexibility in use of the Fund
provided by the Agreement. However, the Agreement
would have been easier to administer with direct refe-
rences to: sectoral priorities, possibility for financ-
ing equipment and local support facilities required for
the consultants work, and forms of services other than
studies.

- Utilization of the Fund was delayed due to lack of
prior knowledge of Norwegian consultancy firms and lack
of communication channel/contact point in Norway to
which enquiries (under Art. I, para. 3) could be re-
ferred.

- The responsible Nicaraguan Institutions were reorga-
nized during the operation of the Fund which partly
explains the delayed compliance with the reporting re-
quirements established in the Agreement. It has been
noted that the text of the Agreement has not been
easily accessible to the officers presently responsible
for the Agreement.

- There are no standard rules or regulations for selec-
tion or employment of consultants. No specific guide-
lines were laid down for the use of the Fund. However,
in practice it was attempted to apply procedures used
by international organizations.
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Development Planning and Need for Technical Assistance

Following the Revolution, Nicaragua had a need for tech-
nical assistance towards the creation of new productive
capacity as well as rehabilitation of productive capacity
which had deteriorated, either during the previous regime
or as a direct consequence of the armed conflict. The
Nicaraguan Government obtained offers of such assistance
from a number of sources and endeavoured, for each such
source, to select assistance which was perceived as par-
ticularly suited for the source in question.

It is difficult to establish a complete picture of the
assistance thus obtained, but, by way of example, two
programmes can be mentioned:

- The Interamerican Development Bank, immediately after
the revolution, approved a grant of 5 million USD which
was utilized for the fielding of 336 consultants and 30
consulting firms in Nicaragua to assist in a large
variety of efforts to rebuild the economy;

- The United Nations system provided, during the period
1979-86, assistance valued at some USD 300,000 of which
approximately 30% was utilized on the improvement of
the productive sectors.

Due to the transitional situation in which the country
presently finds itself, it has not as yet established a
development plan in traditional terms. However, the
planning authorities have decided on the following prio-
rities for technical cooperation:

a) Support for policies designed to check and eventually
reverse the most serious trends in the current econo-
mic crisis;

b) Support for production processes designed to improve
efficiency in the most vital areas of the economy;

c) Support for pre-investment studies and research in
connection with the productive base.

The aims of the two Norwegian consultancy projects exe-
cuted with support from the Fund are in excellent agree-
ment with (b) and (c) and should, in the longer term,
contribute to priority (a).

Assessment of Projects

Within the framework of the Fund, the following two con-
sultancy services were contracted:

- a study on rehabilitation of the fishery sector,
carried out by Hallbjern Hareide A/S. Implementing

Agency: INPESCA.
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- a master regional development plan based mainly on
hydrological studies, carried out by ORGUT A/S. Imple-
menting Agency: IRENA.

Both studies were perceived as being within the experi-
ence and knowledge of Norwegian consultants. However,
only few Norwegian firms showed any interest in obtaining
the contracts.

As regards the study in the fishery sector, the Nicara-
guan Authorities despatched telexes to several Norwegian
consultancy firms (it is not known which ones, nor is it
known how they were identified). However, contact was
established only with Hareide, and subsequently a con-
tract was signed with Hareide. No other Norwegian firm
competed for the contract.

Prior to the development plan study contact was made with
ORGUT through the Nicaraguan Embassy in Stockhoim. After
a presentation by ORGUT in Managua, the contract was
signed with this firm. No other Norwegian consultancy
firm competed for the contract.

The Nicaraguan Authorities have assessed the quality of
the fishery sector study as partly satisfying. The
principal shortcoming is in the conclusions which were
drawn by the consultants without prior discussions with
INPESCA. However, the basic facts established by the
consultant were subsequently utilized as a base for
selection of equipment purchased with funds provided by
the Interamerican Development Bank.

As regards the development plan study, the Nicaraguan
Authorities indicated the following:

- At the time of execution of this study, both parties
involved were inexperienced in the subject matter and
in interpretation of consultancy contracts;

- As a result, the final report was a useful compilation
of basic data, but it did not provide the desired deve-
lopment plan.

In conclusion, however, both implementing agencies indi-
cated that the studies had provided them with valuable
experience for future work of a similar nature, particu-
larly with regard to formulation, negotiation and admini-
stration of consultancy contracts.

Additional Findings

The Evaluation Team was briefed by the officials respons-
ible for the two projects, both at the central government
level and in the local executing agencies, and found that
these officials generally speaking were fully conversant
with the matters at hand. There was no doubt about who
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held the administrative responsibilities, and answers to
the Team's questions were produced expediently and con-
vincingly.

Disbursements

The existing authorization to sign payment instructions
for the Fund was vested with either of two persons inij-
tially employed by the FIR. When the latter ceased to
exist, the same persons retained the signature right even
though they were transferred to other institutions.

The signatures of these two persons were submitted to the
Bank of Norway (ref. art. II para. 4 in the Agreement).
Disbursements from the Bank were made following direct
instructions from Nicaragua to the Bank. No authoriza-
sion through any other Norwegian institution took place
(ref. art. II para. 3 in the Agreement).

The Bank of Norway had not sent statements of account to
Nicaragua.

Consultancy Firms' Relation with Host Country

Neither of the two Norwegian firms contracted under the
Consultancy Fund Agreement had previously worked in
Nicaragua. One of the firms had obtained general know-
ledge of the consultancy funds while working in another
country and had subsequently proposed its services to the
Government of Nicaragua. The other firm was specifically
invited by Nicaraguan authorities to bid for the project,
and, as it happened, turned out to be the only bidder.

Both firms found that it was difficult to arrange for
adequate local counterpart support and for logistical
assistance, largely due to the transitional situation in
the country.

Follow-up of Projects

Whereas the Fishery Studies led to the IDB-financed pur-
chase of equipment, it appears that there has been little
follow-up to the the Land-use Plan Study.

One of the firms has, after conclusion of the project,
approached Nicaraguan authorities with a view to obtain-
ing further contracts. So far, no such further coopera-
tion has been established, and there seems to be little
chance of it happening in the near future. There is no
other visible development of Norwegian interest in the



country. (Norway was, at the time of the IDB financing
of equipment, not a member of the Bank, and consequently
no Norwegian manufacturer could bid for the contract).

It should not be excluded, however, that if and when the
political situation in Nicaragua reverts to normal, re-
newed attempts at establishing commercial contacts be-
tween the two countries may be more successful, and that
the experience gained in the two projects can be utilized
in this context. The international institutions inter-
viewed by the Evaluation Team supported this opinion.

Finally, it should be mentioned that one of the Norwegian
firms expressed the need for more support and guidance

from Norwegian authorities.



2.2 COSTA RICA

Cidul Basic Data

2.2.1.1 Basic Data on Country

Geographic data:

Area (thousands of sq.km) 51

Population (million - 1983) 2.4

Pop. density (per sq.km - 1983) 48

Capital City San José (0.25 mill.)
Language Spanish

Political data:
Constitution: Promulgated in November 1949

Last election: 2 February 1986, presidential and legi-
slative

President: Dr. Oscar Arias, PLN
Dominating Parties:

Partido de Liberacion Nacional (PLN) 52.3%
Partido Unidad Social Christiana (PUSC) 45.8%
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