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the project amendment. 

5. Determine means for greater consistency in project reporting and 
improve reporting on project impact beyond omploymenr through changus 
in contracting and the project amendment. 
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H. Eveluotion Abotrrot: 

The Employment Generation projoct was designed to assist the Government of Nicaragua in renewing 
economic growth and meeting development needs by utilizing a portion of Nicaragua's unemployed to work on 
tho repair of basic urban infrastructure. The project provided an initial 9 10,000,000 for the rehabilitation and 
repair of infrastructure in the various regions of Nicaragua utilizing private contractors and local skilied and 
unskilled labor. The major findings, conclusions, and recommendations are: 

Though project implementation was moving more slowly than expected, a project design which gen'eratod 
significant employment more quickly would probably have meant a significant departure from the infrastructure 
and private sector improvement objectives of the project. With projet% procedures and controls in place and 
functioning, implementation is expected to proceed without major delays. 

An infusion of additional financing in FY-1991 would be needed to continue its project activities at any 
level; other donors expected to take over financing would not be able to until sometime in 1992. An FY-91 
obligation of at least $5 million was recommended along with consideration of additional funding in FY-92. 

A transfer of the primary counterpart relationship to FISE, thus formalizing a de-facto relationship was 
recommended. The evaluation also examined FISE's capacity and capabilities and recommended adjustments 
in the work of consultants to complement FISE staff as well as assistance in obtaining vehicles and essential 
equipment. 

The evaluation noted some potential for streamlining and simplifying processes that would help smooth and 
speedup implementation. 

The selection criteria for sub-projects chosen under the project seem to be an acceptable compromise 
between competing project objectives. The evaluation recommended that a campaign be undertaken to help 
municipalities understand the key aspects of the project so they are able to develop appropriate sub-projects. 

lnitial project targets for employment generation were over-ambitious given the type of infrastructure work 
carried out under the project. Initial targets could not have been reached without a major change in the types 
of sub-projects being implemented given the current relative cost of labor and material in Nicaragua. Revised 
targets seem to accurately reflect (he situation in Nicaragua and establish appropriate overall objectives for 
ongoing implementation of the project. 

@ Benefm related to other project objectives such as those accruing to the private sector construction 
industry and the communities that benefit from the repair and rehabilitation of infrastructure have not been 
highlighted; stronger efforts to document such bonefits were recommended. 

The evaluation concluded that the Employment Generation Project is generally meeting the objectives for which 
it was designed. The project would benefit from additional funding prior to the end of W-1991 and the 
Mission should consider providing sufficient funds to finance a steady level of project activity through FY-92. 

I. Evaluation Corm 

Todd Amani USAID~Nicaragua 
Aua El A M  USAID/Nicaragua 
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@ Findingr and conclurionr (relato to quertiona) 

rl!kuh&m N P r e ~ a r a  Tido a d  Data of FUN Evdudon Ropon: - Interim Evaluation-Employmerrt Generation, 
July 1991 

The Employment Generation project was designed as one component of an Immediate Impact Activities (MA) 
Project, which was designed to ~ssist the Government of Nicara~ua in renewing economic growth and meeting 
development needs by utilizing a portion of Nicaragua's unemployed to work on the repair of basic urban 
infrastructure. To this end, the project executed on September 19, 1996, provided $10,000,000 for the 
rehabilitation and repair of infrastructure in the various regions of Nicaragua utilizing private contracton and local 
skilled and unskilled labor. 

As stipulated in the Project Paper outlining the original project, an interim evaluation of the project was conducted - 
to address implementation issues and analyze the overall project prior to preparation of a planned amendment 
adding additional funds to the project. The evaluation focused on a series of issues developed by the project 
office and others raised during the course of interviews and meetings with personnel associated with the project. 
Conclusions and recommendations related to these issues are summarized below: 

A. Why has the projrct moved so slowly? 

Early project implementation can be charactonzed as slow only in relation to ambitious Mission plans and 
expectations. The time period from project obligation to actual employment of unskilled laborerr is not out of line 
with other USAlD projects dealing with infrastructure. Mission efforts to speed project Implementation probably 
kept delays to a minimum given the level of counterpart institutional weakness. Though it may have been passib& 
to design a project which generated significant employment more quickly, it would probably have meant a 
significant departure from the infrastructure and private sector improvement objectives off the project. Now that 
the project's procedures and controls are in place and functioning, implementation is expected to proceed as 
planned without any major delays. 

0. Is additional frrndhg for the project justified at this time? 

The Employment Generation project will need an infusion of additional financing from AID before the end of FY- 
1991 to continue its project activities at any level. Given that additional financing from AID or other donon 
beyond what can be provided by AID during W-91 is not likely before January of 1992, the level of any additiond 
FY-91 obli~otion will determine the rate of activity in the project through January, 1992. From that point, 
decisions by AID and other donors concerning availability of additional financing will determina the rate of activity 
in the project up to the point whera funding from the IDB becomes available. 

USAlDMicaragua should obligate additioaal funds for the project prior to the end of the fiscal year at the level of 
at least $5 million in order to maintain the current level of activity in Managua and other municipalities through 
January of 1992. 

USAlDMicaragua should also determine whether additional funds will be made available for the project during FY- 
1992 and work to help FlSE identify other donors to fill in whnre AID and IDB resources will not be availabk. 

C. Should tha cwntarpart nlrtionshlp bo transferred from INIFOM to flSE? 

While tha transfer of project management to FlSE can be questioned on a number of grounds, and certllnly was 
not contemplated in tho Project Paper, the transfer has, in fact, taken place and is a f8jt w c o ~ .  Unleu then 
are non-institutional nasonr which argue against changing the counterpart organization, the project would benofii 
from a clarifcation of roles and recognhion of AS€ as the primary counterpart. 



AlQ shguld recognize that FlSE is the de facto implemandng or~anization and fc,rmally transfer authority for project 
implementation to FISE. At the same time AID may want to consider some technical assistanc,e to INIFOM under . the program for devel ~pment of local sub-projscts at  the municipal level. 

0. Does FlSE have ths capacity to implement a rapidly expanding project of wide geographic spread? 

FlSE is not yet ready t~ assume full responsibility for project implementatiori but is likely to have such capacity by 
the end of the calendar year. Until that time there will be a continuing need for short-term support to help FISE 
build its capacity. Technical assistance to INIFOM may be appropriate to help municipalities gonerate and develop 
new local sub-projects. 

The project should continue to finance consultants to assist FlSE in developing its own internal capacity and 
implementing tha project in tho short-term. The work of the consultants might be phased out over the next six 
months, dependin0 on the demonstrated capacity of FlSE and INIFOM (see below). AID should also endeavor to 
help meet FISE's needs for radiolfax equipment and additional vehicles via its Public Sector Support project or an 
amendment to the project adding additional funding. 

E. Should there be any changes in the role of project consultants? 

FlSE does saem to be developing some expertise in areas where the bulk of the work has been handled by project 
consultants. Their capacity to handle this work has not yet been tested, however. FSE has identified other 
specific areas to be addressed by project consultants which seem appropriate; if FlSE demonstrates the ability to 
handle ongoing implementation tasks, the consultants work would be more valuable in these areas rather than in 
duplicating FISE's efforts. Authority for decision-making should be clearly vested in FlSE rather than project 
consultants who should be playing an advisory role. 

As FISE demonstrates increased capacity to handle general implementation of the project the role of the project's 
consultants should be reoriented in line with changing project neods. 

F. Should thers be any changes in project procedures? 

The procedures now in place are generally a useful means of ensuring the fairness of the cornpstitive process and 
the control of funds. However, they create burdensome paperwork and the time involved for pmCeSSing and 
completing key aspects of project implementation. Lessening some of the USAID approval requimmenta in l h  
with the intent of Handbodc 11, Chapter 3 and clarifying the difference (if any) between the approval of contracts 
under and over $1 00,000 would help streamline implementation without creating additional vulnerability. 

During the initial phase of project implementation, disbursements were slow due to the dei& h astablishing tho 
project's procedures. Now that the project is a t  its peak it is of utmost importance that processing of approvals 
and payment3 are made promptly. The project should incorporate a system of advances based on the project's 
cash flow needs and not on amounts committed per contracts. The section dealing with AID approvals a8 
contained in the project's approved contracting procedures particularly as it relates with the documentation md 
procedures required for USA10 approval should be modified, These modifications m required to enhonca and 
expedite project implementation. USAlD should also consider possible ways of streamlining and rhortenirrg ttw 
time necessary for processing of approvals and payment without sacrificing the requirements of Handbodc 11. 

G. Should then be m y  changes h selection criteria fcr sub-projects? 

The major selection criteria established by AID seem to chart an appropriate middle ground for addressing tho 
various objectives cited in the project paper. While the emphasis remains on employment generation through a 
labor cost threrhdd, the criteria allows sub-projects to address critical infrastructure needs, thus finding ur 
acceptable compromise between metimes conflicting project objectives. The geognphk allocation swriw to 
generally meet a range of political and project imperatives. To bring greater management effkkncy to the project, 
an informational campaign targeted to outlying municipalities might help gesierate largsr sub-projects outsMa 
Managua. 

The project should maintain its current employment &terio and geographic allocation. A campaign to he@ 
municipalities ~ 1 ~ k ~ 8 t s n d  the key aspects of the project and develop appropriate sub-projects should bo 
considered; INIFOM is probably tha most appropriate vohicle for such an e f f0~.  



H. Ic the project meeting Its rmployment objectives? 

.Initial project targets for employment generation were ovor-ambitious given the type of Infrastructure work carried 
out under the project. These targets could not have been reached without a major change in the typer of sub- 
projects being implemented given the current relative cost of labor and material in Nicara~ua. Current targets 
seem to acc.urately reflect the situation in Nicaragua and establish appropriate overall objectives for ongokg 

- implementation of the project. Benefits relatsd to other project objectives such as those accruing to the private 
sector construction industry and the communities that benefit from the repair and rehabilitation of infrastructure 
have not been highlighted. 

The project should maintain its employment emphasis through the targets now specified in the Prgject as 
amended. Informational campaigns targeting outlying snd smaller municipalities should include information 
regarding the acceptability of projects of larger scope and cost which might allow development of projects with 
greater overall societal beneffl (such as water systems). 

I. Are there benefits beyond direct employment that couldlshould be measured? 

The project is creates both upstream and downstream impact that, while, significant, b difficult to quantify. 
Nonetheless, efforts to document these effects will help provide a fuller picture of overall project impact. 
Reporting on these other societal benefits may be included in a sea"on in the CISCONC9 monthly repm or in 
other FlSE repom. CISCONCO and FISEANJFOM engineers make weekly field trips to the project sites and could 
collect such information and data. USAID, CISCONCO and FEE should jointly develop the type of information on 
societal benefits to be provided in project reports. 

In conclusion, the Employment Generation Project is generally meeting the objectives for which it was designed. 
The project would benefit from additional funding prior to the end of W-1991 and the Mission should consider 
providing sufficient funds to finance a steady lovel of project activity through FY-92. 

K. Attmohmrnta (Uat attachmanta u~bmitted with thh Evduation Sumnury; Jwaym attach a oopy of tiu full r r g ~ . )  

The full evaluation report - Interim Evaluation - Em~loyment Genera$on, July 1991 - is attached. 

L. Commenhl by Madon md BonawwCOr~tn an M R q w t  

This evaluation proved to be very useful in addressing key issues to be considered in making Important 
decisions about ongoin0 USAID support for this project and laying the g r o u n d d  for 8 projoct un&nant. 
Thm use of internal AID staff familiar with the situation in Nicaragua a d  tho history and workings ot tho 
project was particularly effectivm for this interim evaluation. 
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I. Executive Surmnary 
- 

1 
The Employment Generation proiwt was designed as one component of an Immediate Impact 
Activities (IIAj h jec t ,  which was designed to assist the Government of Nicaragua in 

a renewing economic p v l t h  and meeting development needs by utilizing a portion of 
Nicaragua's unemployed to work on the of basic urban infrastructure. To this end, 
the project executed on September 19, 1943, provida $10,000,000 for the rehabilitation and 
repair of infrastruchue in the various regions of Nicaragua utilizing private contractors and 
local skilled and unskilled labor. 

As stipulated in the Project Paper osltliniog the original project, an interim evaluation of the 
project was conducted to address implementation issues and analyze the overall praject prior 
to preparation of a planned amendment adding additional finds to the project. The 
evaluation focused on a series of issues developed by the project office and others raised 
during the cour.se of interviews and meetings with personnel associated with the project. 
Conclusions and rccommeridations related to these issues are summarized below: 

A. Why has the project moved so slowly? 

Early project implementation can be characterized as slow only in relation to ambitious 
Mission plans and expectations. The time period from project obligation to actual 
employment of unskilled laborers is not out of line with other USAID projects dealing with 
infrastructure. Mission efforts to speed project implementation probably kept delays to a 
minimum given the level of counterpart institutional weakness. Though it may have been 
possible to design a pmject which generated significant employment more quickly, it would 
probably have meant a significant departure h m  the infrastructure and pri-ate sector 
improvement objectives of the project. Now that the pmject's p d m  and controls are in 
place and functioning, implementation is expected to proceed as pkmed without any major 
delays. 

B. Is additional funding for the project justifled at this time? 

The Employment Generation project will need an infusion of additioni financing from AID 
before the end of FY-1991 to continue its project activities at any ievel. Given that 
additional financing fmm AID or other donors beyond what can be provided by ,ATD during 
FY-91 is not likely before January of 1W, the level of any additional FY-91 obligation will 
determine the rate of activity in the project through January, 1992. From that point, 
decisions by AID and other donors concaning availability of additional financing will 
determine the rate of activity in the project up to the point where funding from the IDB 
becomes available. 

USAIDfNimragua should obligate additional funds for the project prior to the end of the 
fiscal year at the level of at least $5 million in d e r  to maintain the current level of activity 
in Managua and other municipalities t h g h  January of 1992. 



USAIP)/Nicaragua should also determine whether additional funds will be made uaihble for 
the project during FY-1992 and work to help ETSE identify other donors to fili in where AID 
and IDB resources will not be available. 

C. Shov~ld the counterpart relationship be transferred from INEOM to FJS'E? 

While the tra.?sfer of project management to :FISE can be questioned on a number of 
grounds, and certainly was not contemplated in the Project Paper, the transfer has, in fact, 
taken place and is a fali uccompli. Unless there are non-institutional reasons which argue 
against changing the counterpart organization, the project would benefit from a clarification 
of roles and recognition of FISE as the primiuy counterpart. 

AID should recognize that FISE is the & fmto implementing organization and formally 
transfer authority for project implementation to FISE. At the same time AID may want to 
consider some technical assistance to INIFOM under the program for development of local 
sub-projects at the municipal level. 

D. Does FISE have the capacity to implement a rapidly expanding project of wide 
geographtc sprerd? 

FISE is not yet ready to assume full responsibility for project implementation but is likely to 
have such capacity by the end of the. calendar year. Until that time there will be a conkuing 
need for short-term support to help FEE build its capacity. Technical assistance to INIFOM 
may be appropriate to help municipalities generate and develop new local sub-projects. 

The project should continue to finance consultants to assist FISE in developing its own 
internal capacity and implementing the project in the short-term. llre work of the 
consultants might be phascd out over the next six months, depending on the demonstrated 
capacity of FISE and INIFOM (see below). AID should also endeavor to help meet FISB's 
needs for radiolh equipment and additional vehicles via its Public Sector Support project or 
an amendment to the project adding additional funding. . 
E. Should there be ray changes in the role of project consultants? 

FISE does seem b be developing some expertise in areas where the bulk of the work has 
betn handled by project cansultants. Their capacity to handle this work has not yet been 
tested, however. FISE has identified other specific areas to be addressed by project 
consultants which seem appropriate; if FISE demonstrates the ability to bandle ongoing 
implementation tasb, the consultants work would be more valuable in these artas rather than 
in duplicating FISE'r efforts. Authority for decision-making should be clearly vested in 
PISE rather than project consultants who should be playing an advisory role. 

As FISE &rnonstrater increased capacity to handle general implematation of the project the 
role of the project's consultants should be reoriented in line with changing project needs. 
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F. Should there be any changes in project procedures? 

The procedures now in place are generally a useful means of ensuring the fairness of the 
competitive pmms and the control of funds. However, they create burdensome paperwork 
and the time involved for processhg and completing key aspects of project implementation. 
Lessening some of the USAD approval requirements in line with the intent of Handbook 11, 
Chapter 3 and clarifying the difference (if any) between the approval of contracts under and 
over $100,000 would help streamline implementation without creating additional 
vulnerability. 

During the initid phase of project implementation, disbursements w m  slow due to the delay 
in establishing the project's procedures. Now that the project is at its peak it is of utmost 
importance that processing of approvals and payments are made promptly. The project 
should incorporate a sys!em of advances based on the project's cash flow needs and not on 
amounts committed per contracts. The section dealing with AID appvals as contain& in 
the project's approved ~ontracting procedures particularly as it relates with the documentation 
and procedures required for USAID approval should be modified. These modifications arc 
required to enhance and expedite project implementation. USAID should also consider 
possible ways of streamlining and shortening the time necessary for prowsing of approvals 
and payment without sacrificing the requirements of Handhook 11. 

G. Should there be any changes in selection criteria for sub-projects? 

The major selection criteria established by ATD seem to chart an appropriate middle ground 
for addressing the various 03jectives cited in the project paper. While the emphasis remains 
on employment generation through a labor wst threshold, the criteria allows subprojects to 
address critical infrastructure needs, thus finding an acceptable compromise betwecll 
sometimes conflicting project objectives. Thc geographic allocation seems to generally meet 
a range of political and project imperUqtives. To bring greater management efficiency to the 
project, an informational campaign targeted to outlying municipalities might help generate 
larger subprojects outside Managua. 

The project should maintain its current employment criteria and geographic allocation. A 
campaign to help municipalities understand the key aspects of the project and develop 
appmpriate sub-projects should be considered; INIFOM is probably the most appropriate 
vehicle for such an effort. 

H. Is the prqject meeting its employment objectives? 

Initial project targets for employment generation were over-ambitious given the type of 
infrastructure work carried out under the project. These targets could not have been reached 
without a major change in the types of sub-pmjects being implemented given the current 
relative cost of labor and material in Nicaragua. Current targets seem to accurately mflect 
the situation in Nicaragua and establish appropriate overall objectives for ongoing 
implementation of the project. Benefits related to other project objectives such as those 
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accruing to the private sector construction industry and the conimunities tha! !mefit from the 
r@r and rehabilitation of infrastructure have not fieen highlighted. 

The project should maintain its employment emphasis through the targets now specified in 
the Project as amended. Informational cmpaigns targeting outlying and smaller 
municipalities should include information regarding the acceptability of projects of larger 
scope and cost which might allow development of projects with greater overall societal 
benefit (such as water systems). 

I. Are there benefits beyond dim3 emplopent that could/should be measwed? 

The project is creates both upstream and downstream impact that, while, significant, is 
difficult to quantify. Nonetheless, efforts to document these effects will help provide a fuller 
picture of overall project impact. Reporting on these other societal benefits may be included 
in a section in the CISCONCO monthly report or in other FISE reports. CISCONCO and 
FiSE/INIFOM eagineers make weekly field trips to the project sites and could collect such 
information and data. USAID, CISCONCO and FISE should jointlj. develop the type of 
information on societal benefits to be provided in project reports. 

In conclusion, the Employment Generation Project is generally meeting the objectives for 
which it was designed. The project would benefit from additional finding prior to the end of 
FY-1991 and the Mission should consider providing sufficient funds to finance a steady level 
of project activity through FY-92. 



II. Background 

A. Briefprqiect description anJ history 

With the initiation of mewed AID activity in Nicaragua following the election victory of 
Violeta Barrios de Chamop, the Government of Nicaragua requested assistance from AID 
for a program of employment generation designed to address high levels of unemployment 
throughout the country. 

The Employment Generation project was designed as one component of an Immediate Impact 
Activities (IIA) Project, which was designed to assist the Government of Nicaragua in 
renewing economic growth and meeting development needs by utilizing a portion of 
Nicaragua's unemployed to work on the repair of basic urban infrastructure. To this end, 
the project executed on September 19, 1991, provides $10,000,000 for the rehabiitation and 
repair of infrastructure in the various regions of Nicaragua utilizing private contractors and 
local skilled and unskilled labor. 

The project was designed to address various effects of massive economic deterioration in 
Nicaragua over the previous ten years - among which was the serious problem of extremely 
high levels of unemployment (estimates range from 25% to 40% for 1996,). Employment 
problems were exacerbated by reductions in the size of the armed forces (ad thus t i i  
removal of the military as an absorber of unemployment) and by the return and repatriation 
of resistance forces and refugees. Short-term economic stabilization measus were also 
expected to have negative effects on employment. The degraded state of much of basic 
hfkastructure also represented a serious constraint to general economic recovery efforts. 
Most preventive and regular maintenance of roads, communication, storm drainage, sew 
systems, and social Service infrastructure Qealth clinics, schools, etc.) had been deferred for 
years. Private sector firms had generally suffered from a negative bias on the part of the 
previous government and suflered h m  the effects of preferential treatment fol state 
enterprise. The project was designed to provide new opportunities to allow them to regah 
their former vigor and play a lcey role in economic recovery. In addition, the project 
addressed the need for the new government to demonstrate the responsiveness and 
effectiveness of democratic society and a free market economy in dealing with employment, 
infiastructwe, and private =tor itdhlbtion in order to prevent erosion of support for r 
democratic, free market system. 

1 

The project was designed to simultanc;?ously addrzss employment, infiasbw:hrre, and private 
sector n d s .  Private =tor firms wet8 to be contracted by the National Institute for 
Promotion of Municiwtia (INIFOM) to undertake rehabilitation work iderrtified by l o d  
municipal governments. JNIFOM would then receive grants ftom USAID for these 
contracts, carry out competitive procedum to identify contractors, and signs the contracts. 
An architecture and engineering firm and other short-term consultants would provide 
important technical and management assistance to INLFOM. Workshop!: in various regions 
would provide information to municipalities and guidelines for preparation of project 
proposals. Preference would be given to sub-projects which maximize employment and 
require minimum design and p ~ s t n r c t i o n  preparation. Typical sub-projects w e ~ e  
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expected to be rehabilitation of urban roads and related drainage improvements, local water 
and sewerage systems, and rehabilitation of public markets, health clinics, and schools. 

On May 22, 1991, the Employment Generation project was amended to include employment 
generation activities in the Atlantic Coast region. This amendment outlined a series of 
activities for employment generation in the: region with a distinct implementation mechanism 
though INIFOM remained the primary counterpart orgaru*z&ion. While focused primarily on 
the new Atlantic Coast component, the amendment also made some minor modifications to 
the e~st ing project. 

B. Evaluation 

As stipulated in the Project Paper outlining the original project, an interim evaluation sf the 
project was conducted to address implementation issues and analyze the ovt:rall project prior 
to preparation of a planned amendment adding additional funds to the project. Given that the 
project had been operating for only nine months, the fact that it had ody rtently reached a 
level of full implementation, and the nature of the issues, it was determined that allocating 
in-house staff to the evaluation was preferable to bringing in an outside tearn. The evaluation 
was conducted during the period June 19 - July ?8 by the Mission Evaluation officer and a 
Personal Services Contractor assigned to manage the project. The evaluation addresses only 
the original project component and does not deal with the new Atlantic Coast component. 

The evaluation fwused on a series of issues developed by the project office (attached as 
Annex I) and others raised during the course of interviews and meetings with personnel 
associated with the project. The evaluators met with those kvolved in managing and 
overseeing the project*, conducted site visits to sub-projects in two regions, met with 
contractors, suppliers, and other beneficiaries of the project, and reviewed project 
documentation. Findings, ccnclusions, and recommendations are outlined below. 

Based on the Project Paper and Authorization, issues presented to the evaluators by the 
project office, and other issues raised during the colwse of the evaluation, the evaluation 
focused on the following major questions. Evaluation findings, analysis, and 
recommendations are included with each question. 

A. my has the project moved so slowly? 

Findings - The intent of the Employment Generation project was to meet immediate 
employment needs facing the country and the project was justified primarily on that basis. 
Accordh$ly, the Mission moved to undertake implementation very rapidly and expected to 

Due to sensitivities involving the changed role of INIFOM in the project, the evaluators 
were not encouraged to meet directly with INIFOM. A meeting was held between the head 
of INIFOM and the Mission Director during the period of the evaluation. 
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have people working under the project within h e  first few months following the September 
1990 obligation of the project. The Mission's own expectations fueled expectations in 
Washington and within Nicaragua of rapid employment generation through the project. 

The pace of project implementation did not meet these ea(:!y expectations. The first sub- 
projects actually employing workers did not get underway until the end of January 1991 and 
the levd of employment increased slowly from an initial 1er'el of 200 jobs to close to 420 
through Match. During April and May, additional sub-pm,$cts were approved which more 
than doubled the level of employment under the project and hy June project implementation 
was in full bloom with 36 sub-projects underway or completed providing an estimated 2,220 
,short-term jobs. 

Projected Employment Generated 
Cumulative Person-Months of Employment 

Thou8and6 of Peraon-Mon t ha 
20 , I 

Fab Mar hpr May ~ u n  Jul Aug 8 ip  ~ k t  "Nw 

lllustrater 1901 lmplementatlon 

Project implematation also appeared to lag relative to expectations as measured by 
disbursement of funds. An initial advance provided in January was not liquid~ted until May 
1991. Until only recently, project disbursement has generally represented payments to 
institutional contracton - primarily because construction contracton am paid based on actual 
work complebd. 



Analysis - The pace of project implementation can only be perceived in relative terms. 
Criticism of the project for moving slowly is based primarily on expectations created by the 
Mission which were probably unrealistic. While the project may have begun slowly relaiive 
to the Mission's plans, the pace of implementation does not appar to be out of line given the 
design of the pmject and the constraints on implemniation. The factors which limited the 
pace of implementation during the initial phase of the project include: 

Lack of capmiry within the owepart organization - The project needed to undertake 
errte~lsive technical assistance to INIFOM to establish the basic systems and controls 
necessary to carry out the project and supplemented INIFOM staff with local contractors. 
The process of establishing financial, accounting and contracting procedures for the 
control and monitoring of the project and hmiliarizing IZWOM with these procedures 
delayed the initiation of actual infrastructure sub-projects beyond what was envisioned 
during the project design. INIFOM also did not have the budgetary resources or staff 
nmssaey to cany out its role in an expedited manner. 

lYunsition to FiSE - Shortly after the signing of the project agreement, the GON created 
a new institution, the Social Emergency- Investment Fund (HSE), k kmde emcfgency 
short-term social projects such as the Employment Generation project. HSE was created 
largely in response to the Inter-American Development Bank's plans 40 provide major 
funding for employment generation activities. USAD9s Empioyment Generation project 
essentially served as the pilot for this effort and the GQN decided to transfer 
responsibility for the project to FISE. The primary projest counterpart at INIFOM was 
named executive director of FISE and the project has been implemented, & fmo, by 
FISE sins March, 1991. This transition, however, also m e d  to delay imptementation 
because of the time required to recruit andl employ new sW in key positions related to 
the project. As of late June, key staff m e m h  had only jcst begun to undertake their 
responsibilities and they had yet to hire important am.iHary stabf. RSE wm still 
involved in settling into its building and did not yet have equipment, v&cIes, and 
supplies necessary to complete its tasks. 

Genemion qfsub-pmjm - The development of sub-projects by the municipalities took 
longer than expected due to the ned for technical help in preparing documencation for 
the selection p x w  and for bidding by potential amtracton. In addition, inadequate 
oomrnunication between the INIFOM central office in Managua, the INIFOM regional 
offices, and the various municipalities also served to exacerbate the problem. An initial 
bank of sub-projects was finalized at the end of April. 

Basically, the pace of implementation was constrained by the project's secondary goals of 
rehabilitation of the country's deteriorated infrastructure and reactivation of the moribund 
construction and associated industries. Infrastructure sub-projects require a cetCain level of 
design expertise Pnd the use of private sector entities in Nicaragua n~ccssitated a lengthy and 
complicated prequatificatim process. nKs project fLaturw also q u i d  the ddopment 
of an implementing agary without experience in managing such aub-projects; the relatively 
low level of general admin'ikative capacity in INIFOM created further difficulties. The 
transfer to PISE created additional coItiplications for initial project implementation. 



An alternative project focus (e.g. using existing public sector capabilities or different types of 
sub-projects) might have been able to move more quickly into project implementation but 
would probably have had to sacrifice either the accrued benefits of the repair of the country's 
inhtructure or the revitahtion of the private sector. 

It should be noted that disbursements under the project will always lag behind 
implementation because the procedures involve payment of contractors for work completed. 

ConcCusIons - Early project implementation can be characterized as slow only in relation to 
W o n  plans and e,Fpectations. The time period from p j e c t  obligation to actual 
employment of unskilled laborers is not out of line with other USAID projects dealing with 
idhstructure. Mission efforts to speed project implementation probably kept delays to a 
minimum given the level of counterpart institutional weakness. Any further acceleration of 
the project would have meant implementation of the project without the establishment sf 
sufticient project controls. Though it may have been possible to design a project which 
generated s i g d i m t  employment more quickly, it would probably have meant a significant 
departure fiom the infrastructure and private sector improvement objectives of the project. 

Now that the project's procedures and controls are in place and functioning, implementation 
is expected to proceed as planned without any major delays. 

B. Is adiitionalficnding for the project justfled at this time? 

Eladiqp - As of June 30, 1991, them were 36 sub-pmjects completed or underway (refer to 
Annex II) and 49 neb sub-pmjjets had been approved (see AMex II). Contracts authoriml 
total $3.7 million and sub-piu,jjects approved and in the bidding stage total $3.6 million. 
Total disbursement of pmject funds had reached $2.4 million and disbursemc~ts wen 
projected to remain a levd of $0.5 to 50.75 million per month over the next few months. 
Tbe project has reachad a level of activity such that project managers are concerned about 
the capacity of the institutions involved to maintain follow-up and controls for all on-going 
sub-projects. 

Anrrlysk - At the ptesent rate of implementation, all currently obligated project funds 
(excluding the Attantic C m t  amadment) would be reserved for funding of selected and 
p c d  subpjectr by the end of the fiscal year. This would mean that no new contracts 
could be bid or d g d  until a new infbsion of funds was provided via an additional obligation 
of funds to the pmjcct. Any delay in obtaining new funds would bring a halt to approval of 
new subprojects and disrupt implementation by creating a backlog of sub-pmjects. 

The project is r high priority for AID and the government of Nicaragua because it addresses 
a major 90cial problem and i s  a tangible response to criticism that economic stabilization 
mauum create d t i d  unemployment or hurt the poor disproportionately. The 
government has repeatedly pointed to the program in its response to such criticism and has 
pmmtcd it as an integral part of its economic stabilization measures. AID has generally 
seen its invalvemend in the program as a stop-gap measure until the Inter-American 



Interim hrclluarioar - Ehployment Generation 

Contracting and Commitment of Funds 
for lnf rastructure Sub-projects 

$8.7 million Total for Subprojects 
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to be reamed prlor to the end of FY-01 

Developmeat Bank can bring more substantial mutces to address short-term employment 
generation aads. The high political profit of the project argues for providing n e a ~ ~ s y  
financing for the project to maintain it at its current level of activity (or expandiig it) and 
avoiding any disruption that would cnate an openins for those who question the commitment 
of AID and the GON to meeting the needs of the poor and unemployed or oppose the 
economic stabilization measures generally supported by AID and the OON. 

If it is AID'S inteation to maintain funding for the Employment Oeneration project until IDB 
r e s o w  can supplant AID'S, a number of questions related to AID'S future financing of the 
project arc raid .  FISB expects to receive initial finding shortly from the IDB for a Suia 
of pilot projects. If the arrival of major IDB funding for Employment &muation activities 
awaits initial fecdback hom these pilot activities, such funds could not be realistically 
expected until late in FY-1992, if not later. Such a time frame would put additional demands 
on AID resoma and would force AID to consider the fouowing options: 

Add oddlrfonalfhds to the project s@ciens to keep it oprathg at the cumnt kwl of 
activity until WBjbn& a m  - To maintain the current level of activity, the project 



requires $1 million per month or more. Thus, to fund it through FY-1992 would quire 
additional obligation(s) totalling $12416 million. Since AID has only contemplated an 
additional $7-10 million for the project, this would require an additional major 
commitment by the mission in its FY-1992 Operating Yem Budget. 

Slow the pace of project implementation to a level which coimfdcs with MDjMing 
priorities - The current level of activity in the project corresponds to pressure by both 
AID and the GON to increase the number of jobs created as.quickly as possible. As 
noted above, the ability of project managers to cope with the current pace of 
implementation has been a concern. The bulk of pmject obligations and expenditures m 
faused on the larger sub-projects in Managua; project managers estimate that Managua 
activitia represent approximately $500,006 to $700,000 per month at the current rate. 
If Managua sub-projects were reduced, monthly commitments could be reduced from $1 
million per month to 0.5-0.3 million per month. Thus, altering tbe Managua/outsida 
Managua mix of sub-projects represents a poterrtiat means of slowing the rate of 
commitment and disbursement under the project in h e  with funding availability. 
Managua sub-projects, however, are among the most high profde sub-projects in the 
program and are funded in line with the proportion of Nicaragua's population locatad in 
the capital city (the evaluators had been asked by the project office to consider whether 

funds should be considered for Managua given its political importance - see 
below). There are other means of reining in the pace of implementation but any involve 
some risk to the overdl objectives of the project. 

FLnd c u m  activities at a~lcvclfcarbk by AID and kt FISE scorch for other donors m 
fill in any gap W e n  A D  and IDBjhdng  - FISE has indicated that it is mhiq for 
additional donor support for employment generation who might be able to fill in ona all 
planned AID finding has been disbursed. If such funding d d  be developed, then 
may be no need to consider altering the pace of implementation. 

Thus, the Employment Generation project may be able to absorb up to $16 millicm in 
additional funds through the end of FY-l!W2. USAIDM- will need to detumine 
whether it can and will makc additional funds available to the project in the absence of 
prompt IDB financing and whether it wants to make changes in the project affecting the pace 
of implementation in line with those decisions on future financing. 

Conclusions - Tbe Employment Generation project will need an infusion of ibditional 
financing h m  AID before the end of FY-1991 to continue its project activities at &y l d .  
Given that additional financing from AID or othu donors beyond wbat can be provided by 
AID during FY-91 is not likely before January of 1992, the level of any additional FY-91 
obligation will determine the rate of activity in the pmject through January, 1992. From that 
point, decisions by AID and other donors concerning availability of additional financing will 
determine the rate of ativity in the pmject up to the point where funding b m  the IDB 
becomes available. 

RECOMMENDATIONS: USAIDJNiciuagua should obligate additional finds for the 
project prior to the etd of the fiscal year at the level of at least $5 million in order to 



maintain the current level of activity in Managua and other municipalities through Janw of 
1992. If this level of funding is not available, the pace of the project should be altered in 
line with funding availability to maintain a steady pace of implementation until other funding 
sources become available and to avoid unnecessary suspension of certain elements of project 
implementation. 

USAID/Nicaragua should also determine whether additional funds will be made available for 
the project during FY-1992 and work to help FISE identify other donors to fill in where AID 
and IDB resources will not be available. 

C. Should the counteqwt relah'omhb be ~ m n f e m d j h m  INIFOM to 
FISE? 

Flndings - As noted above, management of the Employment Generation project has been 
effectively transferred from INIFOM to FISE. This occurred primarily mugh  the 
appointment of the INIFOM project manager to the post of Executive Director of FISH. 
This person currently has power of attorney to sign project documents on behalf af INIFOM, 
which remains the legal counterpart organization; other FISE personnel cannot sign project 
documentation. INIFOM'S role seems to be relatively limited as FISE has taken on most 
aspects of project: implementation. As a result, nearly all AXD-financed technical assistance 
wder the project is now focused on FISE. INIFOM personnel, however, have continued to 
represent the project and, at times, promise subprojects. All project documentation and 
signs at worksites highlight INIFOM as a participant in the project. 

Analysis; - The & facto transfer of project implementation to FISE raises qwti01~ about tbe 
advisability of creating a new organization for the purpose of what is meant to be 8 &es of 
temporary programs. flrere e m s  to be some danger in creating an additional bunmmic 
structure which duplicates many of the functions of INIFOM and will litely end up 
perpetuating itself beyond the present 5 year timeframe cwrently conternplatad. k g h  
FISE expects to move its activities to line organizations at * h t  point, the technical d-ce 
provided under the project will go to FISE and will not help strengthen the orpiratio11 
which would inherit the project or handle similar activitia in the future and the e x p i e m  of 
project persorurel working on the project is not W y  to be transferred. 

On the other hand FISB may exhibit the advantages envisioned by the GON in cr&tiaii, 
new organizatiion in thpl it can be a more agile, efficient oqanization &bd to the piivlto 
sector and attract more qualified staf'f because of its autonomy and externat fiaancing whicb 
allow it to pay higher salaries. m e  much of this has yet to be demonstrated, PISS hrs 
been able to induce highly qualified managers to join its staff. As noted above, the transfer 
of project mponsibility to FISE did create some disruption in early project implementation 
and FISE is still not completely staffed or equipped. 

Currently, the primary mle of INIFOM in the project is to help municiplllities in the 
identification and devdopment of sub-projects through its r c g i d  engineers. INIFOM'S 
regional engimcn also play a role in the solicitation process and the supervision of sub- 



projects under implementation by serving ,as a communication link between the 
municipalities, the local contractors and DWOM and or FISE offim in Managua. FISE 
staff indicate that they largely accept IWIFOM recornmendations regarding the relative 
priority of sub-projects in the selection process. Qivm that all other aspects of project 
implementation are handled by FISE, these tasks seem appropriate for INIFOM in that they 
utilize INIFOM'S organizational strengths and appropriate local personnel. According to 
USAID project managers, INIFOM may have the capability ta handle follow,up on project 
implementation through its engineering staff - a function that PISE, through hiring of new 
staff, has just started to handle. 

It is not clear to what extent WFOM accepts the transfer of primary project 
resaonsibility". While they generally seem to accept their current role, it may be useful to 
cla& the roles of both INIPOM and FISE in relation to AID and the project. 

Conclusions - While the transfex of project management to FISE caur be questioned on a 
number of grounds, and certainly was not contemplated in the Project Paper, the transfu 
has, in fact, taken place and is a fdt accompli. USAID seems to have little to gain from 
resisting this move (and has not resisted it in the past) and it would likely create strained 
relationships with key counterparts to do so. Unless there am non-institutional reasons which 
argue against changing the counterpart organization, the project would benefit fiom a 
clarification of 
roles and recognition of FISE as the primary counterpart. 

RECOMMENDATION: AID should recognize that FISE is the & f a 0  implementing 
organization and formally transfer authority for project implementation to FISE. At the same 
time AID may want to consider some technical assistance to INIFOM under the program for 
development of local sub-projects at the municipal level. 

D. Does FISE have the capacity to implement a qMy expanding p w c t  
of W e  geogmphic spwad? 

f idhgs - As noted above, FISE has a new set of pq'ect managen and is @dl in the 
pnxxss of hiring auxiEary M. FISE's autonomy and UNDP funding for salaries has 
allowed them to recruit staff that had left the country and were working abroad. 

Project msultants h i d  by AID continue to play a b y  role in pqject, fotlpw-up and 
reporting. CISCONCO engineen visit sub-projats on i d y  bds and contin& to be the 
primary source of project oversight. Accounting ia being handled by an AID funded PSC 
and Arthur Anderson is in the process of training the FISE accounting personnel on project 
finance and accounting. 

"Since the evaluatots did not meet with INIFOM personnel, these comments arc based 
on statements from C L D  project personnel, FJSE, and project consultants. 



FISE indicates that, as it staffs up, it is poised to fully manage the project with less need for 
assistance from project consultants in key areas. 'Much of the office equipment and computer 
systems needed to manage the project is being financed by other donors along with technical 
assistance to develop proper specifications and meet FISE's specific needs. They note, 
however, the need for additional equipment - radio communications systems, faxes and 
vehicles - to adequately manage the project. They also requested additional assistance to the 
municipalities for the purpose of generating new sub-projects; this is currently a role filled 
by INIFOM. 

Analysis - The general impression of FISE upper level staff members is that they are highly 
qualified and motivated but are still learning their jobs. Most have only been in their 
position for a short time and have cot had a chance to develop their staffs or develop as a 
team. They are still getting acquainted with the issues involved in project management. 

The equipment needs cited by FISE seen appropriate given the logistical problems f h d  by . 

a project covering a wide geographical area with rapidly expanding needs for follow-up field 
attention. FISE requests for communications equipment and vehicles would address many 
problems that have lengthened the time frame for approval of local sub-projects and act as a 
constraint on FISE follow-up activities. 

If INIFOM is performing the function of gemrating md developing sub-projects at the 
municipal lev&, !hey would be the most appropriate vehicle for technical assistance targeted 
to the municipalities. The evaluation did not assess the need for such assistance. 

Conclusions - FISE is not yet ready to assume full mponsibility for project implementation 
but is 1ikel.y to have such capacity by the end of the calendar year. Until that time there will 
be a continuing need for short-term support to help FISE build its capacity. Technical 
assistance to INIFOM may be appropriate to help municipalities generate and develop new 
local sub-projeds. 

RECOMMENDATLOM The project should continue to finance consultants to assist FISB 
in developing its own internal capacity and implementing the project in the short-term. As 
noted below, the work of the consultants might be mrimtad into a more advisory role, 
depending on the demonstrated capacity of FEE and INIFOM. AID should also endwor to 
help meet FISB's neda la radidfiu equipment and additional vehicles v h  its Public Sector 
Support project or an amendment to the prujkt adding additional tunding. 

E. Should them be my changes in the tole of consuItants? 

lFIndings - The local engineering campany CISCONCO was contraclad to assist INIFOM in 
the selection, bidding, contracting and cupervlsicm of sub-projects. The accounting firm 
Arthur Anderson was contracted by the project to establish the accounting and finandnl 
systems b be used f a  pmject control. CISCONCO h assigned staff to the pject who are 
involved at all levels of the project and provide monthly reports to AID of project activity 
and status. Now that the pmjcct's procedura are in place, Arthur Anderson L providing 



technical assistane to the accounting section of INIFOM. By FISE's own account, 
CISCONCO played a hey role in project implementation in the early days of the project and 
Wed Li where INIFOM and FISE staff were n ~ t  available or were inexperienced. FISE now 
believes that, with the development of its own staff, the role of the consultants should be re- 
oriented to assure that all decision-making is in the hands of FISE and to use the consultants 
in ways that complement rather than duplictrte FISE activities. 

Analysis - As FISE develops its staff and undertakes full responsibility for all aspects of 
project implementation, many of the tasks currently handled by project consultants would be 
duplicated. As FISE notes, the consultants did f3l in for INIFOM and FISE in key areas 
during early pmject implementation which left them making decisions and providing approval 
in important areas of project implementation. Their role, as spelled out in both the project 
paper and their scope of work, clearly involves providing approval of sub-projects, awards to 
contractors, and payments and advances. 

CISCONCO's work has largely laid the groundwork for the cumnt level of project activity 
and without their involvement, the project would have been delayed significantly beyond its 
current status. CISCONCO undertook a classification of contractors and largely established 
the first bank of subprojects which is still the basis for project selection decisions. 
CISCONCO has also been the primary means of project follow-up and on site monitoring of 
project quality and progress. 

FISE wants CISCONCO or any other project consulting firm to concentrate on tasks that are 
outside general implementation such as evaluation of sub-projects, development of manuals 
for key aspects of the project such as solicitation, environmental assessments, and assistance 
in developing greater efficiency so as to imp- the timing of project Caslts, including 
projections to improve the dming for AID disbursements to the project and prompt p a y m t  
of contractors. These agpcar to be appropriate tasks for the consultants. W ' s  primary 
concern is to assure that all authority in the pq*ect is vested in PISB rather than consultants. 

Conclusions - FISE docs seem to be developing same expertise in areas where the bulk of 
the work has ban handled by project consultants. Their capacity to handle this work has not 
yet been tested, howeva, The area* identified by FISE to be addressad by project 
consultants seem slgpropriPte and if dSB demonstrates the abiity to handle ongoing 
implementation tasb,'the eacultants work would be more valuable in thew areas rather than 
in duplicating PISE's efforts. Authority for decision-making should be clearly vested in 
FISE rather than profect msultants who should be playing an advisory mle. 

RECOMMIPSDATIONS: There is no doubt that FISE will require the services of r 
qualified financial and engineering firm to mist with project management and 
implementation. As FISE demonstrates increased capacity to handle general implementation 
of the project the role of the project's consultants should be reoriented in line with changing 
project rids. 



F. Should them be any changes in pmject procedures? 

Findings - The project's "Procsdures for Contracting of Construction Servim' were 
established by the project consultants and approved by USAID in March, 1991. Thlhese 
procedures set out in detail the requiremen& for the selection, bidding, award and contracting 
of all infrastructure subprojects. The intent of the procedures is to control the project's 
contracting activities in order to msure the fairness of the contracting process. However, 
project perso~el note that, based on their experience with the project to date, the amount of 
time and paperwork involved to cany out these procedures seems excessive. 

In addition, during the past couple of months of implementation the project had twice been 
on the verge of running out of cash to pay contractors for work performed. The occurrerrce 
of this problem flagged a weaknw in the project's financial management system. Recent 
meetings between FISB, it's consultants and USAID have resulted in better coordination 
among FISE accounting staff and the project consultants in the a m  of cash flow pmjectionu. 
Huwever, these meetings also indicated that the project's contracting procedures contain 
certain sections that require modifications and or enharicement to expedite the bidding, 
contracting and approval process and to better define project implementation requirements. 

Analysis - The approved procedures contains a .=tion entitled 'AID Approvals' that 
requires USAID approval for: 

The complete text of each Invitation for Bid (IFB) prior to its issuance. (especially for 
contracts over $100,000) 

Each contractor awarded any of the sub-projects. 

Draft contracb prior to Wu execution by INIFOM. 

Executed c a n m  prior to any disbursements. 

USAID project managen and the project consultants spent an inordinate amount of time and 
effort in ordu to gather the documentation required for the approval of the 36 ongoing 
contracts. This task wu ,pmdc espscially dityicult due to I N I F O ~ S B ' s  lack of logiw 
SW and equipment. C&en the importance of the expeditious implementation of this project 
and the high eJtpactatim of both the Nicaraguan and US Government, then may be potential 
fix simplifyins and &ortahg theinternat approval process, especially where the 
documentation is pimarily boiler-plate in nahm. Since AID Handbook 11, Chapter 2 which 
governs host country c~~iiiizting for construction services requirts AID approval of IFBs and 
executed contracts when the contract amount is over $100,001), there may be considerable 
potential for s t m d b h g  the approval pmcm for contracts less than $100,000. Tberc is 
probably potential for simplifying and shortening the process for contracts ovu $100,000 as 
well. 

The project contrplcting Pipcodum now contain two separate p f o c e d ~  and A D  a ~ ~ m v a l  
nquirements f'or the bidding and contncting of projects over and under $100,000. The 
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procedure for projects under S100,O as contained in the appmved contracting procedures is 
vague and does not appear b require USAID approval prior to INIFOM'S execution of 
contracts. As a result, INIFOM executes contracts and the 20% mobilization payment is 
made prior to AID'S approval and commitment of funds for these contracts. It usually t a b  
USAID 5-7 weeks for approval, commitment and processing of the check for the 
mobilization payment. In other words, INIFOM uses funds available for other contracts to 
iinance costs of contracts not yet approved and committed by USAID. Even for contracts 
over $100,000, INIFOM, upon receiving USAID's approval, signs the contracts and pays the 
20% mobilization payment before USAID issues a check for the mobilization amount. As a 
m l t ,  the project's available cash is usually less than the amounts required to cover 
payments to contractors. Two possible options for resolving this problem are: 

Change the contracting procedures to disallow the execution of contracts under $100,000 
by INIFOM prior to USAID's approval and commitment of funds. However, this will 
not solve the problem completely but will decrease the time lag between INIFOM9s 
payment to contractors and USAID chuk issuance from 7 to 4 weeks. 

USAID could adm'ce finds to INIFOM based on the project's cash needs projeciions 
and prior to the commitment of funds for the contracts. 

Another problem with the approved contracting procedures is the amomt of time and 
documentation required for USAID approval of Invitation for Bids (IFB), proposed contracts, 
executed contracts, and procasing of advances. While Handbook 11, Chapter 3 mandatory 
requirements for contracting of host country construction services should be met, an effort to 
streamhe and expedite USAID approval ar~d processing of payments could k made. 

Conclusions - The pmcedures now in place m genetally a useful means of ensuring the 
f h h e s  of the competitive process and the control of funds, However, Ohey mate 
burdensome pegerwork Md the time involved for processing and completing key as,pects of 
project implerrmtatim. Laming some of the USAID appmval requirements in line with 
the intent of Handbook 11, Chapter 3 and clarifying the diffetence (if any) between tlre 
approval of m t r n c ~  under and o v a  $100,000 would help stmunline implemartatian without 
mating addit id  vuhability. 

During the initial phase of project implementation, disbursements were slow due to the delay 
in establishing the project's p d w .  Now that the project is at its peak it is of utmost 
importance that procedng of crgprov81s and payments are made pmrnptly. 

RECOMMENDATIONS: The project should incorporate a system of advances based on 
the project's cash flw needs and not on amounts committed per contracts. Zlre a t i o n  
dealing with AID approvals as contained in the project's appmved contracting procedures 
particularly as it &ta with the documentation and procedum required for USAID approval 
should be modifid. These modifications aue required to enhance and expedite project 
implerimtatian. USAID should also consider possible ways of s'rfcamlining and shortening 
the time necwmy for p h g  of approvals and payment without sacrificing the 
requirements of Handtvoak 11. 



G. S h o d  there be any changes in selection criteria for sub-projects? 

Flndiugs - The primary criteria for project selection established by the project paper w m  
the level of employment mated and an established geographic distribution. These were 
operationalized by calling for a threshold of 40% for labor costs in sub-projects submitted for 
funding and establishing the amount of subprojects for Managua at 30% (the Prog'eci Paper 
s t a t .  "up to 40%) while trying to achieve broad distribution of sub-projects in municipalities 
throughout the counhy. 

The 40% threshold for labor costs proved to be unworkable given the relative costs of 
unskilled labor and materials in Nicaragua; very few contractors were able to meet that 
threshold without undertaking unusual methods for completing the types of sub-projects 
communities desired, In practice, the subprojects proved unable to sustain the level of 
employment called for in the project. At the time of the Atlantic Coast amendment, this was 
recognized by project managers who made a change in the project covenant calling for t h  
project to 'ensure that at least 30% of total Subproject resources...will be used for costs of 
skilled or unskilled labor'. This has been interpreted to mean the average of all sub-projects 
providing grater flexibility in subproject selection. 

As noted above, the Managua portion of the project generates larger subprojects which 
involves faster disbursement of project funds. Because the Managua sub-projects are larger 
they ate currently driving the pace of implementation. The breakdown between Managua 
and outside-Managua sub-projects is listed in the following chart. -- 

MANAGUA PROJECTS 

PROJECTS OUTSIDE MANAGUA - 
MANAGUA PROJECrS 

PROJECTS OUTSIDE MANAGUA 

u 
MANAGUA PROJECTS 

PROJECTS OUTSIDE MANAGUA 

NUMBER 

12 (33%) 

24 (67%) 

NUMBER 

7 (28%) 

18 ('72%) 

NIaDEB 

19 (31%) 

42 (69%) 



There has also been an effort to get at least one project in each municipality in order to have 
widespread impact. To date, there have been no municipalities that have more than one 
project with the exception of Managua. 

At the local level, the choice of subprojects within a municipality hm largely been the 
prerogative of local government which has been assisted by INIFOM in developing the sub- 
projects technically to establish general design features and cost estimates. The selection 
process has generally placed emphasis on the preferences of the community in choosing sub- 
projects. The selection committee makes choices from competing municipalities based on a 
range of technical and economic criteria and specific community needs communicated to the 
committee. According to FISE the municipalities themselves are prioritized in a 
collaborative process with INIlFOM based on population, social needs, local resou-, visits, 
and other factors (e.g. significant influx of migrants). Community preferences are then 
considd in h e  with project criteria noted above. 

Analysis - The inability of the project to meet the original employment threshold seems to be 
largely a function of com,peting project objectiva. 6ivea the relative costs of labor and 
materials in Nicaragua, it is difficult to design simple infrastructure sub-projects that meet 
the 40% labor cost criterion. CISCONCO claims that the same sub-projects in other 
countries would meet the criterion due to their prevailing cost structures and that the sub- 
projects are getting heavy labor input. There does not seem to be an alternative to 
percentage of labor cost for measuring the amount of labor input, however. 

The evaluators asked whether there might be other types of sub-projects which would 
generate greater employment with available funds. Clearly, some t y p  of &-work 
employment (cleaning, sweeping, ctc.) which minimize material costs could maximize labor 
costs, The focus on infiastructun in the project, however, provides a lasting -fit to 
communities which addrws other social and economic needs which such make-work 
programs would not. These benefits of the project may be understated and irisufficimtly 
documented. , 

The evaluators also considezed whether the project might emphasize the societal beneftts of 
Mastructure to a paw degree in the selection of sub-projects. Most subprqjects have 
tended to be stred paving because they am identified by communities w des@able rub. ; 
pqjects and the local custom of using odoguina (paving stones) for s t r a t  paving plaar , 
heavy emphasis on unskilled labor. It could be argued, however, that dtrer local 
Mastructure sub-prqjccts that might have l a  labor content because of the kvd of matehal 
ca ts  would have greater social impact on the community than street paving. Water md 
sewer systems, for example, addm critical health needs, but their level of sophidcation 
and labor content makc them unlikely candidates for project funding. White it might be 
possible to devise sefaction criteria that gives greater weight to such mbpjects, the c m t  
project design does not foreclose such sub-pmjects and the recent change in prqject 

' 

documentation related to the threshold for labor costs (which uses the average of rP1 sub- 
projects in determiniag whether the threshold is met) opens the door for sub-ptbecb of thir 
type. The emphasis on community involvement in development of local subprojects should 
work toward identifying sub-projects with significant local impact. The primary rationale fw 

I 



' Interim Evoluatio~ - Dnployntepw Generation 

this project is the n d  for immediate employment, however, and though the design cumtly 
promotes infrastructure which has societal benefits, a shift further in that direction would 
require a different sort of project rationale and background justification. 

In general, the changes made through the Atlantic Coast amendment outlining a new 
threshold for labor costs reflect the reality of relative costs in Nicaragua and the early 
experience of the project. By focusing on the average labor costs for all sub-pmjects, it also 
opens up greater potential for sub-pmjects with more substantive social benefit. The changes 
do not sxm to represent a diminution of emphasis on employment; ahere appears to be little 
that could be done to increase employment levels in sub-pmjecb. 

Subprojects in Managua are much larger than those outside Managua and thus move project 
funds more quickly, mate better showpieces for the project, and, because of pmximity fa 
the Read offices of project managers, xnininaize overhead management costs. 'Ihc sub- 
projects now underway or newly a.pproved in Managua basically represent 30% share of 
project resources; since Managua's allotted share of project funds could be as high as 40%' 
new sub-projects using current funds could also be in Managua. Project managers have 
suggested the possibility of increasing the allocation to Managua in order to increase the 
political impact of the project, assure constant activity in Managua, and maintain a high 
overall level of project activity. 

Tbe issue of maintaining levels of project activity through larger subprojects need not focus 
only on Managua, however. Project consultants note that other communities have needs that 
could be packaged into larger sub-projects but they have been operating with the 
understanding that larger sub-projects might not be finded. 'Ib 'ixmsultants ride that 
grouping of smnl small sub-projects in the same municipalities 'into one lase' sub-project in 
regions outside of Managua represent greater ecollomies for project manapmat. The 
project baa begun to package smaU sub-projects in neighboring communides Ld h. 
bidding purpose$ for these rcascms. However, consultants note that 8 medal anipiln to 
explain how the project works Md the parametus and p d e m ~ x s  fix I d  *- 
could lay the groundwork for larger sub-projects outside Managua. 

Tbe issue of political impact of the project seems to run both ways. While Managua sub- 
projects are very visible fa' dderr t s ,  political commentators, and pnss, -y!ing ue~s have 
also complained about :Mr lack of attention hom AI0 and the g h r n a ? .  qven that AID , 

is likely to receive crilicism related to any alIocatio11 dadr, the /awirt',&i&bges of r 
capital city in receiving doncr assistance, the prcmm of m a d d i t i d  XlD-thxM 
employment generation project in Managua managed by CARE, and the btentw of 
maintaining activity in Managua through additional funding at the 40% 'level, them ems,  to 
be no compelling rracon to depart fiam all0catio:i criteria based on the pmkhge of tbe 
Nicaraguan population living in Managua. 

4 

Conclusions - The major selection criteria established by AID teem to chart an appmpriate 
middle pound for addressing the wious djectives cited in the p e e d  paper. While the 
emphasis remains on employment generation through thc. lahor cost thnshold, the critciia 
allows subpajects to address critical infrastructure necds, thus Cinding an 1Ecocpt8ble 



compromise between sometimes conflicting project objectives. The geographic allocation 
seems to generally meet a range of political and puject imperatives To bring greater 
management effaciency to the project, an informational campaign targeted to outlying 
municipalities might help generate larger sub-projects outside Managua. 

RECOMMENDATION= The project should main!ain its current employment criteria and 
geographic allocation. A campaign to help municipalities understand the key aspmts of the 
project and develop appropriate sub-projects should be considered; INIFOM is probably the 
most appropriate vehicle for such an effort. 

He Is the project meeting its employment objectives? 

Fmdlngs - As not& above, the project has not met the original level of 40% labor costs in 
sub-projects but has created moe than 4,431 person-months of employment as of late June. 
At this rate the project is unlikely to reach the level of 20,000 jobs anticipated in the project 
paper for the original allocation of funds. The original $18 million should produce a total of 
15,000-1 8,000 person-months of employment as compared to an antidpated 40,000 person- 
months (20,O jobs X average 2 months duration). 

As mentioned earlier, at the time of the Atlantic Coast Amendment, ~e project managers 
reduced the labor content threshold to reflect project experience. At the same time, the 
amount of total employment expected under the project was clarified to b ~ g  the target to a 
reduced level of 20,000 person-months for the first $10 million in project activitie~. 

In addition, project managers recently modified the project promduns to ensure that the 
individual contracts under the project require contractors to met a minimum realistic 
percentage of labor cantent which varies depending on the type of the work (i.e. rtrat repair 
or drainage and water system rehab'Iliktion). , I. - :< . <> ,- 

Other objectives which are outlined in the Project Pager - stirnulatiom of private sector 
construction firms and suppliers, provision of basic infrastructure with social and economic 
benefits to communitia - have not been systematically tracked as have the employment . .. 
figm. A . L > 

I I 
8 ,+ 

Analysis - According lo pokcl deignas, tbe'original estimate of jobr'td k t d  under 
the project um laqely a gucstimate ba&d on limitad AID expi* d6~~poioct8 
in otha countries. As noted above, there appears, to. be lit& that can k : ~ ; 6 L i n c t m c  , , . I,t the 
level of labor intensity in sub-projects yithout & d & b  horn hfmtqqtye.\ ., ..?phra'i 
of the project. me project cost per penon-minth 'of e~~loyment  ($737 perjoa;month) 
cornpara fkvorpbly with the cost of a road constnrction pmjcct to stimululrfs em$ovt in 
Jamaica (51,410 per person-months) and iwr favorably with 8 similar em$lirynmt generation 
program in the East Caribbean ($440 per perm-month) and AMcan ararnp1es (hf& 1988 
AID Evaluation Study). 



The revised targets cutlined in the Atlantic Coast amendment reflect current project 
experience within the current economic context in Nicaragua and establish more realistic 
overall objectives for the pmject. The modification of project procedures works to ensure 
that contracts reflect the project's emphasis on employment generation. 

There has been little effort under the project to qrm~tify employment effects of the project 
other than direct employment generated by individual sub-projects. Other indirect 
employment may have been generated by the project in the transport, pipe, and doquines 
manufacturing industries. (See Section I, below) 

Condusions - Initial project targets for employment generation were over-ambitious given 
the type of infr;rstructure work carried out under the prujtxt. These targets could not have 
been reached without a major change in the types of sub-projects being implemented given 
the current relative cost of labor and material in Nicaragua. Current targets seem to 
amuately reP,ect the situation k Nicaragua and establish appropriate overall objectives for 
ongoing implementation of the project. Other project benefits such as those accruing to the 
private sector constiuction industry and the communities that benefit from the repair and 
zehabilitation of the infrastructure have also not been highlighted. 

RECOMMENDATION: The project should maintain its employment emphasis through the 
targets now specifmi in the Project as amended. Informational campaigns targeting outlying 
and smaller municipalities should include information regarding the acceptability of prajects 
of larger scope and cost which might allow development of projects with greater overall 
societal benefit (such as water systems). 

I. Are there benefits beyond &ect employment tha! cou~/should be 
measured? 

Findings - As mentioned above, the project is generating other benefits beyond direct 
employment genmtion that have not been measured $ date. Discussions with contracted 
private sector constructim firms indicate that the pmject represents the first work they have 
undertakim over the last year or mom. A visit to y~ odoquln fiactory highahtad the ,effbct of 
the projest in stimulating additipal production; factory personnel indiatedcrtad,that production 
had ban re-oriented to meet the 'bwd creaw:by the p~j(#:t. CompIeYbd sub-prbj~, 
have obvious economic, wid, and aesthetic 'vdue in their communities, In general, these 
types of benefits have not been ,documented by the pjkt. 

, ?  , , . .  . \. . , i  

Analysis - I h e  project prodduces dgnifiant upstream and downstream benefits that go beyond 
direct employment generation and represent achievements in areas highlighted in project 
design. These include: 

Indirccr unploymGnt genemtfon - In several interviews, the evaluators w k  informed by 
suppliers and contractors working on the project of the impact the pmject was having on 
theii respective companies. Far example, in an interview with one of she project's 



largest suppliers o'f pipes and odoquiw (paving stones), the evaluaton were informed by 
the firm's staff that the company is currently operating at full capacity to meet the 
project's demand for pipes and adoquines. As a result, the firm's workers are working 
full time in double shifts for the first time in a number of years. In addition, the firm 
has discontinued its manufacturing of small building blocks and tiles in order to 
concentrate OYA the manufilcturing of the project's requirements of heavy drainage pipes 
and adoquines. 

Because of significant under-utilized capacity in the mostly public sector companies 
supplying materials, the project may not be actually creating large amounts of indirect 
employment. However, in this example where production was xwriented, market 
demand for light building material my be being met by small private sector 
manufkturers who previously were unable maintain their businesses while competing 
with larger manufacturers. Though indirect creation of new jobs is limited by the excess 
capacity in Nicaraguan h s ,  even the selling of lunch and snacks at construction sites 
represents some indirect enrdoyment creation. Unfortunately, it is extremely difficult to 
quantify any indirect employment created by the project. 

Stimulation of fhe private semr - Several private sector construction contractors 
working at the project sites in Managua and in othc Sties stzted that the pmject 
represents the first construction work opportunity for their companies in years. The 
work represented by the project will likely allow them to mainlain their core employees 
and equipment and remain poised for additioiial work oppos! .nities as the economy 
improves. 

I ~ n c t u ~  h @ t s  - The project's focus on infrastructure was designed to provide 
ber&.ts in efficiency and effectiveness depending on the type of infrastructure in the 
pn@d. 

A major poxti011 of the ongoing and or completed worb of the project is for the repair 
of streets which consists mainly of the installation of storm drainage pipes to prevat 
flooding during the rainy season and the-paving with dqzd l l ~ t .  Most of these strads 
are the cities' main thoroughfares connecting the cities to markets, schools and the 
transportation network,of the rest of the country. Benefits include time saved by 
vehiclcr, dured ~&,~md improved aesthetic envircmr?tnt. 

, & .  , . - .  
:,a*-';.$ *><. - 

me pmject ir & .ep.ting khool d " r 0 0 m i  that hiwe nO c4ngs  or WPUI and 
rehabilitating halth cqten.t@t aq mom or less in the samc m i t i o n  as the scboolr. 
These scbads ad health centers ~ I C  gerrerrrlly the only fircilities in the cities and serve 
not ody tbek jmpddon butthe populrrtion of the sumnding countryside. 
Undoubtedly tbeae sub-projects are benefiting the population of the communities they 
scwe by enhanctng communications, improving education and providing impmved health 
facilities. 



Interim Cvaluation - E).nployme~ Generotion 

New sub-projects that are currently in the bidding stage will, in addition to street, school 
and health center repair, rehabilitate sewage and potable water systems thereby 
diminishing some of the health hazards affecting the communities they serve. 

There is currently no effort being undertaken to document even anecdotal evidence of these 
benefits. Though in nearly every case, it will be difficult to quantify other benefits of the 
project, some effort to document the project's achievement in a systematic way would 
probably be of value, especially given the high political profile of the project. 

Conclusions - Unquestionably, the project is providing both upstream and downstream 
benefits that, while, significant, are difficult to quantify. Nonetheless, efforts to document 
these effects will help provide a full picture of overall project impact. 

RECOMMENDATIONt Project documentation and reports could highlight other societal 
benefits to a greater degree. Reporting on these other sdetal benefits may be included in a 
section in the CISCONCO monthly report or in other FISE reports. CISCONCO and 
PISWINIFOM engineus make weekly field trips to the project sites and could collect such 
information and data. USAID, CISCONCO and FISE should jointly develop the type ~d 
information on societal benefits to be provided in project reports. 

* 

CONCLUSION 

The Employment Generation Pmjw. is generally meeting the objectives for which it was 
designed. Implementation of the project has encountered a number of difficulties which kiept 
it from moving as quickly as hoped by the Mission but the project seems to be on track and 
the speed of impternentation has not been out of line with other projects dealing with 
infrastructm. Thue appear to be f iw  major implementation problems at this time, though r 
n u m b  of procadures cwtd be modified to improve implernentatic(~. O(ha actions 
recommended above would help to clarifi the roles of project counkqwts and provide 8 
more complete accounting of project benefits. The project would benefit from addi t id  
hutding prioi b the axl of FY-1991 and the Mission should consider, providing sufficieat 
funds to finance r steady level of project activity through FY-92. 



EMERQENCY EMPLOYMENT BENERATIOH 
AID SUB-PROSECT bfO.524-0301.03 

EVALUATIOB4 

The USAID Mission is planning to amend the subject project in order 
to increase the funding level by approximately $7,000,000. Prior 
to proceeding with the preparation of the PP Amendment an in-house 
corrective evaluation of the current project activities will be 
conducted. The following is the scope of work for the evaluation: 

!the evaluation team consisting of the Mission's Evaluation Officer 
Todd Amani and Azza El-Abd, PDIS, will identify specific areas that 
require improvement and revision baaed on the review of project 
implementation experience to date. The evaluation will include but 
not be limited to: 

-Assessment of INIFOM1s managerial capability to carry out 
implementation and control of the project. 

-Adequacy of INIFOM staff both in Managua and regional offices 
to handle the selection and supervision of the works. 

-Legal relationship between INIFOM and the recently formed FISE and 
whether or not the project Amendment should include FISE as 
"Grantee1@. 

-Adequacy of established procedures for review and selection of 
projects by INIFOM and the different municipalities. 

-Information regarding amount of direct and indirect employment 
generated under the project. 

-Degree of success in achieving project goals and outputs included 
in logframe. 

The evaluatj-on team shall prepare a report containing their 
findings and recommendations that will need to be incorporated in 
the PP Amendment. The evaluation will begin on/a June 10, 1991 and 
should be completed by July 15, 1991. 



-446  Adequinado Barrio %argaespadan 
-447 Adoquinado Barrio wLiberia8t 
-448 Adaquinado Barrio %a Pravianaw 
-430 Adoquinado Barrio @Cuba LibrqP 
-454 0 Villa wVenortuelaw 
-455/166/ e wGeorgino Andradam, 

467 Veda 6gicoW, Cole  wCmtr~ AmBricaa, 
Adoqra In ado Barrio *Ssnta haw y 
puntor ar f t icor  .El Bandy's* 

- 4 6 1  Maquinado Barrio Wan Judam" 
-462 Adoquinado Barrio Wuadraw 

TOTAL 

The bids for these project8 are due June 21, 1991. 

oquinado de Calle y Reparacidn 
Escuela Jinotega 
'GIOM V I  
ua Potablo 
li REQIObt V I  - - - -- -a 
~jora Agua Potabla 
o Blanco/Hulukuku 
mIoM V I  
~pliacibn Hercado Municipal 
~paracibn Escuela 
~y-Muy/Uat iguas 
IOIOII V I  
1paraci6n do1 Hercado, Escuela 
udad Dario, Tanqua Agua Potabls 
mabona. BEdIOY V I  
tparaci6n Eecualr Bmjamln 
tlodbn y dal  Csntro do Salud 
L Concmdh. RIQIOII V I  
~ t r u c c i 6 n  d s  Andenea, Sabaco 
IaIOW V I  
.cantarillado de Aguas Negras, 
rn Dionisio. RtQ10W V f  
loquinado, San Isidro 
COIOll V I  
loquinado y Encunstado, 
~quipulas. ZIEGXON 01 



Conatrucci6n del me scad^ 
Municipal Lcr balia 
REdfQr!J vx 

The bids  for these pro jec t s  are due Yu@ 29, 1991, 

-126/2 18 Reparmien Centro de Salud 
Adoqui made de Calla, .Sari hsigue2ito 

umQQaM 

Rio San Juan, ..RBQIOM' X& 

The lowet b id  received for  th i s . ' p ro jec t  warn too  high. INIFW is 
cuur ren t ly  negotiating w i t h  the lowest biddesr. 

Reparaci6n y Remodelacidn dm $ 75,777.50 
Eacuela E l  V i e j o / V i l l a  Nueva, 
RSQION I1 
ReparaciQn Puesto de  Salud, einco 
Pinos, REOIOM 11. Centro de Salud, 
Somotillo. REQIOU 11, 
Adoquinado 3,700 a2, La Paz Centro, $ 76,153.00 
mmxon 11, 
Rsparacidn d. Centro do Salud, $ 71,687.98 
Poaoltega, RlQIOY 11. R e  aracidn S de Eacuela aHBroer y H a r t  ream, 
Posoltega, REOIOY 11, Reparacibn 
Colegio wCarlos Ponsecaw, RC6IOY 11, . 
Reparacidn Contro Clvico, 
Quezalguaqua, LItOIOIl 11. 
C O ~ S ~ N C C ~ ~ ~  da Escuela Unitarias, $ 75,720.30 
G 1  Jicaral, lU!QIw I I. Adoquinado 
do Cal l .  Larreynaga 11,200 HZ; .:, ', . ,. - 
Malpaisillo, RBQIOY IS. I ,  

- 
Enchap. do 4,400 N2 do Cauce en . $ 45,784.31 

. Nagarota, RBQXOU 11. \ \ %  , . ' - 1  . . 
Adoquinado Calles do Tel ica  , 
RtdIOII 11. 

' A i L 2 a w u  
. . 

808TOTAL $396,323*09 
REGION 11 I .  

. - 1 

Encunetado Cal le  Principal  y $ 75,857.18 ' 



Adoquinado Calle Principal 
Santa Domingo, Chontales, 
REdIOLI V. 
Cuneta y Adoquinado Calle 
Avenida 8.-01, 100Mt/3780H., 
La tibertad, Chontalea, 
RBOIOll Vm 
Adoquinado y ~ncunetado de 
Callor OR Comalaps, Chontalea, 
RBOIOM V. 
Adoquinado Calla Inatituto San 
Sebamtlan, Acoyaga, Chontalsa 
lDEdLOY V. 
Adoquinado y encwretado Call. 
alrededer dsl Parquo Central en 
Teustepe, Boaco, REQIObt V. 
Adoquinado Calla Central, Villa 
Sandino, AZOIOY Po 
Adoquinado Salida a Managua, 
Santa Lucla, RHdIOEt Ve 
Adaquinsde y Enametado, 
San Lorenzo, IltbIO3J Ve 
Reparacidn Inatituto Bdsico, 
San Jose do 108 Rematea, 
REQIOM Ve 
Adoquinado y Encunetade, 
Hueller do lo8 Busyea, 
RZOIOH 9. 
Adoquinado Cuapa, Chontales 
REQIOW Vm 
Reparaaibn Eacuela,Boaco 
RBQlON Va 
Construccibn Andenee, Cunetar- 
y Empedrado da Calles, El Rama 
REQIOM Ve 
Reparaden Instituto Hacional 
Chontales, Juigalpa, RE6IOU , .  V. 

BOB-'POTAS 
REOIOM V 
. . (  

i i , I .  * 

I < 

Reparacidn 100m do ~ami;s y 
~ostruccidn do 1,179 
Letrinaa doblsm, Mateares 
REQIOH 1110 
Conatruccidn do ~ n d e n e 8  on 
Villa el Carmen, RCaIOY X I 1  
Adoquinado dm Call., Tipitapa 
REdION IIIo 
Entrada a Ticuantepe, Km 19 



These projects were approved by USALD on 6/21/91. Bids  PO^ these 
projects should be distributed to prequalified contractors the week 
of June 24 ,  194%. 
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