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1 . Background 

The pW'pose of the Urban Reconstruction project is to plan and execute 
a comphrehensive series of' activities that w111 enable r.tanagua to support 
a populat ion of approxiJna.tely 650,000 persons by 1980 under decentralized 
se ismicaly Gafe conditions. Reconstruction and development of the city of 
r·1anagua Wu.s to be carried out ac'cordin~ to certain hasic principles designed 
to e nsure t hat the city would be able to withstand future earthquakes with
ou t wldccpl'Clld dfJ.lll&ge and disruption . USAID/N provided $30 . 0 million to 
finrulce actjvi ties to be carried out wlder the Immediate Action Reconstruction 
Pru[l' !lJ!l (!'!-.A 1) . The CON agr eed to make $40. 0 million available as counterpart 
whicli would be u sed t o restore essential public services, reestablish small 
sca.lc businv:;c and i ndustries , extend, enlarge and/or complete various urban 
t t-nnsllorto.tlon utcries to support deconcentration of population, facilities 
and serviccn , provide water connectionc for the residents of low income neigh
bOl' hoods and construct an emergency drainage system for the capitU city. 

The r equirement for an annual joint evaluation is based on Article III, 
Sec. il, of l mplementation Letter No . 1 to the Loan Agreement which specif!ed 
that 1.\ j Oi nt. review should be carried out each year to analyze, "the extent 
t o wh ich the Pl)ogrrun has contributed to assisting Managua to recover from the 
earthquake , the extent to which ~1anagua's growth is being tilted into a per
manently dc concent rated pattern, the extent to which adequate planning has 
been developed for the long- range reconstruction of Managua and the extent 
t o which the progrEllll has provided opportunities for Managua 's lower socio
economic groups'. 

II_ Evaluation Methodology: 

Accord i ng to Implementation Letter No. I, representatives from the Mlnis
try of Fiuance, the Office of Coordination and Implementation (OCI), the 
National Budget Office : the Vice Ministry of Urbllll Planning and the Executing 
Agencies arc sUilPosed to participate in the Evaluation . The Evaluat.ion Report, 
however, was prepared by an . ad hoc group conSisting of three urban development 
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rpcc1a11 st.c from the Vice Nini stry of Urban Planning with the part
time ussiGtance of a representative from OCI and AID/FIS. The evalua
t.ion l'e.a!n used GOU records , two survey/intervieW's with beneficiaries 
and non-benef iciaries of the water and sewer connection pr ogram, and 
~mst.ructw·cd :interviews with GON personnel responsible for supervising 
design and execution of sub-projects to conduct a progress assessment 
of tl)!'! current status of activities carried out under the PRA! since 
t.he last evaluation. Hi"thin the confines of its terms of reference 
and t ile lim! tation of the evaluation format, the Team analyzed and des 
cribed in narrative f orm the inputs, outputs and purpose indicators 
j'OT the proJ ect . Experience from the prior evaluation showed that a 
stru~tured log- frame approach was unworkable, principally because pro
g r ess On the PWj.lOSC level , i , c . deconcentration of the city and res 
tOl'ation Q.!"Id expansion of the city 's infrastructure, has preceeded 
nnlch of public conotruct ion which was planned for specific areas of 
t he city . A l)l'inciple hypothesis of the PRAI was that subcenters and 
Llisirict center s would bvcome poles of attraction for population and 
C01lUrlt~r cial activity . Various factors, however, caused the population 
wld con~rcia.l activity to r esettl e before these centers could be cons w 

tl~cted . Among the factors were; the clsure of the old center for new 
construction or rp.palr I t he basic need for people and bueinesses to 
f ind nc'.~ locations , the VDIPU' s control over building perm! ts, the 
publ.:!.c knowledge of the outlines of the PRAI plan for deconcentration, 
and the pnttel'll of non- PRAI public capital investment in the city . 

'rile investment plan of the PMI has been omply evaluated in tfie 
P:lst from the urben development perspective by f.!e ssrs . Dyckman,Mann 
and other specialists in the field . As there has been no Significant 
change tn the basic p l an (except for timing of elements and source of 
finwlcing) I t hi s evaluation does not attempt to reevaluate the plan . 

T q . PJ'ogr cos to Date : 

Achicvements since the last eva.l.uation report are as follows ! 

J . Recuperation of Public Services - The evaluation r eport 
s hQ\olS that water, electricity, sewerage connections, conmrunications , 
he al1.h fac ilities J clas srooms, central gover!Jl!lent buildings, flood 
control channels , and roads have all been restored to the point of 
exceeding pre- earthquake levels . Sales of potable water have increased 
at all annual rate of 5 . 3% since 1973 compared 'With an annual increase 
of 2 . 8 prior to 1972 . I n addition, 4,560 houGehold connecti ons have 
h~cn in:::tallcd for lower incomc familics . Other aspecto of' rccupcro.tion 
of serviceo involve ,restoration of 60,000 household electrical service::! 
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r epresenting an annual increase of 16 . ~) the repair/const!:'"llctlon of 
the number in e xistence prior to the earthquake and the construction 
01' govc rnn.ent offices, hospiial.s , markets and Dolice statious . The.
conciructron of these facilities has facilitat~a deconcentration of 
t.he city in a pattern consistent with original reconstruction obJec .. 
tivcs. 

He aides the completed t ousehold water connections, ~I construc
tion projects include, the first stage emergency flood draJ.nage canals . 
( A. l. D.), Plata Snnto Domingo (OON), Plsta Suburbans. (GON), and the 
frovi Gi onal Civic center (GON). Beyond recuperation and expansion of 
public facilit i cf:.I , the evaluation points out that a significant con
tl·ibut.ion of the PRAI was its identification of public services not 
previously available in Managua , i.e . bus stops, libraries, and public 
da.v care centers, and the calling of these requirements to the attention 
of vlJ,J.'ious sources of financing. 

2 . Pcrnmnent Deconcentration - The evaluation report paints out 
t hat, according: to the 1975 census, a dynamic shift has occurred 1n 
settlement patterns in l>lanngua. IQ. 1971 49. 11. of Managua ' s population 
lived in the concentric rings 1 and 2. The 1975 census showed only 
23 . 6-% of the population living in this area . The largest increase was 
1n rings ~ Wld 6/1'''" \r c the percentage of Managua's population went 
from 15 .r~ in 19r~ to 33 . 2$" According to V!J.fPU's estimates, Managua ' s r 
population distribution pattern has not undergone any marked chBJ'lge since 
the 1975 c~nsus . 

'l'hc deconcentration of the population was achieved through a 
deliberate policy of freezing the issuance of new building permits in 
the old c enter of the c1 ty, shifting of infrastructure, control over 
t he location of mew housing developments, and encouragin~ private 
investment into new settlement zones. The evaluation also analyzed the 
private commercial sector, showing that, wh~reas prior to the earthquake 
8v~ of the total number of conunercial establishments were located in 
or very close to the c enter of the city, since 1973 the majority of 
these activities have relocated to outlying commercial. centers such as 
Linda Vista , !,iontoya, Bello Horizonta, Centro Comercia! Mana&Ua, 
Ne japa, etc . During the period 1973- 1977, the evaluation team 
estimates that 148 building permits valued at c$144 .5 million cordobas 
were iDsucd for construction of commercial facilities around the 
periphery of the destroyed ccnter . 

3 . J11anning for Long- Range Reconotruction - Pre- earthquake plan
ning 1'or eX}}atlsion of services and facilities in ~lanagua did not 
include fn.ctors relating to seismic conditions of the sub- soil, 
deconcentration or any limitations on geographic expansion . Following 
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the co.rtl l11u,*,e of 1c;n2 , the CO~f developed an Immediate Action 
h o COI1!Otl'uctf"{on Plan ( ?RAl) which 'Was to serve as a short-range action 
ruidc for the r econstruction of Managua. In addition, the Vice 
1! l nlntJ"y of Urban Planning is preparing a Long-Range Master Plan for 
/·:unngull ( PGoU/l.1) which is expected to be completed in July or August 
j l)8U . J'rcliminary indicatIons are that this document: will incluo.e 
Ghurt, medium and l ong- term approaches to optimal land use patterns 
bl\~cd on seismic conditions , de:!'in! ticn of urban support structure 
needed for popUlation and the influence of social, economic, spatial 
nnd administrative factors which influence urban devel opment . The 
VlMPU has developed a spatia.l and organizational model for use 1n 
h lcntHying studies needed fOl' finalizing the plan . The Evaluation 
'['ClUn did not evaluate the plan itself as a guide for the long- term 
I'ehubilitatian and development of f.1anagua since it has not been 
COIl IlJl e tetl and r cv i ewed . 

JI . 0E£9rtulli ties (or Lower Incoll~ Socia-Economic Grou~ - The 
evaluat ion r eport is vague in analyzing exactly how the ur~'Bil poor 
have bent:fitted from projects carried out under the FHA!. It 
concludes that the poor have substantially benefitted from restoration 
of s ervices , employment opportunities arising from reconstruction 
projects and the household water connections sub-project. This 
conclusion, while p r obably accurate and probably based upon the premise 
thai. benefit for t he poor was only one of several objectives to be 
r.erved through this project, is put forward without specifying the 
number of poor benefitted, wher e these persons are located, the number 
wilo have been benefitted from services as well as the number who have 
bcen employed as a result of r econstruction sub-projects . The 
exception is the water and sewer connections project where the benefits 
and beneficiari es were easily quantified in the project evaluation 
included in the larger program evaluation document . Clearly, more 
data wld analysis i s required describing the benefits which the poor 
have received from the other aspe cts of the ..r.~construction program. 

5 . \-lat er Connections - The objective of the water connections 
I;ub- activ"ity was to provide potable water and sewerage services to 
thc residents of low income barrios in Ma.nagua located between the 
by-pass road and tl~ proposed pista rural . Prior to initiation of 
the project families r esiding in these neighborhoods obtained their 
domestic water supply from private wells, publi'C hydrants, water 
sell er s , etc , The evaluation report reviewed the mechanism established 
to admdnister this activity, pointing out that a dual purpose control 
uui t was established in Aguadora: one level wan responsible for 
sal i citjng and evalua.ting bids, controlling and disbursing funds, 
preparing and presenting reports, and the lower level was charged with 
Eupervir,jng construction . Aguadora originally estimated that 805 
fll,lTlilier; would bc provided with potable wc.ter, 2,705 with sewage 
connections and 2 ,202 families with both water and sewage. In terms 
of actual accomplishments , the report estimates that 2,203 fwmilies 
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had received potable water (4~) and 2,238 families obtained sewage '110 

(5l t:".) connectiono at the end of October 1977, with a total benef.1tted 
population oj' about 35 ,000 persons . Short - term benefits include 
Toduction 1n the wnount of famlly income devoted to water conswnption 
/lIL! rcduction~ in medical eX"PenseG previously associated with 
COJHiUl!lpt~on and -l:cductions in.. medical expenses previously associate1 
'dth conownption of unsafe drinking water . In addition, the Team 
bl'licvcs this activity contributed to ilIlprovement of the physical 
cnv.il"omnent of thcoe areas by r educing the need for a large number 
ot' latrines . A survey of Reparto Schick and Open No . 2 carried out 
i n 1976 indicatcd that the price per unit of water to low inco1l'e 
residents w'opped by as much as 500,f, and water usage increased by 
3001. in those houces with newly installed facilities . 

Initially there was concern that most of the participants in 
tllc pro/1rEul\ would be renters who would be contributing to real improve
m0n"ts in t.he value of the owners' property . The Evaluation 'ream 
oUl'veyed 500 participants in this activity and found that only 26 
families were actually renting while the rest were property owners. 
Hhen asked whether rental payments had increased as a result of 
installation of the new facilities, only 3 of these 26 renters 
responded in the affirmative . The principal cgnclusion of these 
:;Ul'veys i:; that lO\~ income families have benefitted from the water 
connection:; program and that such benefits have exceeded costs . 
Surveys aIDa indiC",,- e a further potential demand for these services 
'I1hich could be purtin.11y met through the use of other unutilized funds 
presently uvallo.ule under Loan 029 to increase the number of' connect
ions . The relatively low number of renters among the beneficiaries, 
and the r esponses of non-beneficiary renters prompted the recommend
ation that future promotion also be orj ented toward convincing 
lWldlords of the benefits of partiCipation in the program. 

IV , Economic Impact of the FRA! 

The evaluation report points out that in tl~ first two years 
following the earthquake the cost of materials rose by 74oj" as a 
r esult of excess demalxi, speculative practices, and factors external 
to the Nicaraguan economy. With c3pacity having been built up and 
the demand for construction leveling off, the price index for 
construction materials remained roughly constant from 1974 through 
19r7 . Although the evaluat ion team was not able to obtain estimates 
1'01" total o.nticipated construction during the 1978-1979 period when 
the bulk of rnA! construction will take place, information ava11.able 
r:uggests that this will also be a period of relo.tive excess capacity. 
'L'he team therefore concluded that the PRAI construction should not 
be expected to place' inflationary strains on the econo~ . 

The team concluded that the PRAl construction, in the short 
term, is providing needed stimulus to the econo~. In the medium 
and longer term they expect the inv~stments , particularly in the 
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highwayc wld the Subcenters and District Centers, to provide the batls 
for Q more efflc1ent city. Transportation costs should be reduced 
fot' individuals, and businesses should benefit from the exteJln&1 
e collomic::; achieved through the estahlishniCnt ot centers of conmercla1 
and public service activity. 

V . "EvaJ.uat:1ve ReCommcndlitlons: 

The Evaluation report divides the activities being carried out 
under the PRAl into different categories with a separate set of 
recommendations for each group. These are as follows: 

1. fhysical Construction - With regard to construction activities, 
t he Evaluation Team noted that the different projects are in various 
phases of desien and execution . The E.'valuation Team recommended that 
for tho::;c projects which have not been completed the GON executing 
ngenci e:. concentrate on supervision, pr'!lcurement of equipment and 
provision of trn!.ning to facilitate operation of the sub-centers, 
and provide sufficient funds for timely payment of contractors. With 
r egard to super'vision, both force account and contracted supervision 
show the need for improvement. With r~gard to the pror.urerent of 
equipment, there is concern for the timely acquisition of both the 
fixed equipment needed for the completion of the buildings and the 
lnobile ~quipment necessary for the successf~ operation of the 
buildings . The fonner is the responsibility of the construction 
contractortJ, but the GON nrust ensure that clearance through customs 
is ""facilitated. Acquisition of mobile equipment is the responsibility 
of OCl and the user agencies . Progress toward getting the user 
oecncies to focus on the need for action now has been very uneven, 
which demonstrates that insu!'ficient priority is being placed on this 
critical activity . 

2 . Small Enterprise Program - The Evaluation Report notes that 
the FED has already used 10% of the c$44.8 million allocated to this 
program. Jf the present rate of utiliZation is maintained, the funds 
would be totally disbursed by the end of 1918 (not including reflows). 
l'he EvalUation 'l'eam reconunended that the GON (ocr) provide the required 
funding to FED so that progress of the program is not interupted by 
liqui~ .;tv problems . 

3. Land Purchase Fund - As of March 1978, more than 51% of the 
Land Purchase Fund had been used and land still remained to be 
aC1uired for the Reparto Schick Health Center and for pending road 
projects. The Report states that fa.ilure to purchase right of ways 
for the construction or these roads constitutes !la bottleneck to the 
exccution of thcGe programs \I and recommends that the COMINAG start 
ncgotia.tions for the land rcquired to Gtart these activities. 
(Note: progress has been made since the evaluation report was pr~ared). 
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I, . lmJ.>lc~niQ.tion ASEistnncc Fund - About 6CJt, of the funds ' 
nvailable for this activity have been used to finance five consultant 
studies, assistance for the Office of Coordination and Implementation 
( OC! ) and t he lnter-Agency Committee (COI.1INAG), and INCAE Advisory 
tJ.Sci::;taJicc to the GOI{ . The Evaluation Report recommends that the 
canGultants ' r eport.::; such as the '·1anagua Trnnsportation Study I the 
r;l cctr1cal Dh l,.ribution Stillly and the Hidro-Ceological Study be 
relensed to the public and private sectors. 'l'he Report recommends 
t.hat the VII1PU evaluate the consultant's report au the six ci£'ies 
comprising the Metropolitan system and also r el ease the other studies 
to publ ic sector agencies ami the general public. 

V 1. ~ID Action : 

'l'il e attached Evaluation Report was reviewed by the Inter -Agency 
Coordinating COlTDnittec (COMINAG) prior to being forwarded to USAID/N 
f ol' approval, . Since t he docUlllent was prepared almost entirely by 
the VI MPU with guidance from USAID/N, and is consistent with the 
rcquirements set forth in Impl ementation Letter No .1, We r ecommend 
that the Evaluation Report be approved. All of the action recommend
ations nre assigned to CON executing agencies. USAID/N follow-up 
act i ons are only required to the extent of verifying whether the 
eValuative r ecommendations were acceptable to the GON and that 
appropriat e GON action is taken . 

Cleared by: HUD :ADenjamin(in draft) 
CONT :ADSchantz(in draft) 
ENG : J1 ta.bron(in draft) 
D/DIR :HGHilkinson(in draft) 

Approved by: DIR:BSidman{in draft) 
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