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“WBG ARCHIVES

partial payments in April and June, 1984. As of June 30, 1984, Nicaragua
was about USS$11 million in arrears with the IMF. As of now we do not know
whether the Government is prepared to normalize its relations with the IMF
and enter into discussicns for a stabilization program.

D. Bank/Country Dialogue

6. Ths_lggk,ﬁg)a draft version of the CPP in April 1982 put the
relationship to a severe test during the following year. Since the 1983
Annual Meetings, ouE_Bplicy dia1ogue has intensified with a sharper focus
on the policy areas that require improvement. The Government economic team
has indicated in a report submitted to the Bank in September 1583 (Outline
of Economic Policies, 1983-88) a willingness to take corrective actions to
reduce the fiscal deficit, to rationalize the complex exchange rate systemn,
to improve the efficiency of banking operations and to strengthen debt
management. '

7. In late 1983, the Bank agreed with the Gevernment to pursue a
two-pronged approach. A dialogue on economic matters aimed at identifying
the policy measures needed to reduced the fiscal and external imbalances
would proceed in parallel with the preparation of future operations.
During the February-April 1984 period, a FAO/Cooperative Program (CP)
mission identified an agricultural loan and two small Bank missions
assessed tc what extent the authorities are willing to consider further
actions to stabilize the economy and analyzed, at Government's request, the
present food pricing policy. Following the meetings in the Bank between
Government officials and senior regional management in mid-June 1984, the
Bank informed the Government of the areas in which further policy actions
may be necessary. These areas included public sector management, exchange
rate, credit and interest rates, and external debt management.

"8, In mid-July the Bank received a letter signed by the Finance
Minister, addressing the economic management issues that had been raised
earlier by us. The letter indicated that the Government agrees generally
with our policy recommendations, and listed a number of actions, consistent
with those recommendations, that have been taken.

9. Nevertheless, the letter sets limits to how much further the
authorities are prepared to go towards addressing some of the issues raised
by the Bank. With respect to fiscal policy, the Government now projects
current expenditures to increase by a high 8.4 percent in real terms in
1984, and fixed investment by 41.7 percent, which compares with -3.3 and
2.6 percent, respectively in the original budget. As regards the
prospects for unifying the exchange rates at a realistic level, the letter
states that such a move would not be feasible in the absence of large
balance of payments support (which is most unlikely without an agreement
with the IMF). Further progress in the movement towards positive real
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