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(i) 

NICARAGUA UR3AN P.L:CONSTRIJCTION SECTO,/ LOAN 

SECTION I - _SUMMARY A.DIUECOMMENDATIONS 

I * BorrowIer ari.- Imp('mr,,,lti.iv Fntitices 

The Sorro,ver will hc , GovL'i)e'nt of Nicaragua acting tllrou.jh the Coordl
notion and /mlrnplcni,) ai io;n [.,I of 1itvMinisfry.of Ur 

Mrinisfry of Finance and the GON's Vicean 'IC'nrli.y l1dividuIvarious GON M iniSfFie. 
h'ro.-rarn Activities will be implemented
and A/ u'Nao,s Acienci es,
MOF's Cooidir,,idon rnd lrru;cl-..rfla ion Un it 

under the superviion of th

Loon) is bei,, U i, _preted. *1,(. 

us A.I.D. Loan 524-L-028 (Proqi om
GOt,' Vice Ministry of Urban11i mo) wvill Planning (Urbaesi ub ii 'A priorif:''.oping individual Proqrcrns Ac,,, 
lihe Pio, r ji, will in structu inn and deveIt ie., will approve each activity prior to financing, ,and will provide (I cafieulA special and ov,.ull urban planning services for the Prc )rdrn.

inter.--<rrncy coOiIdin,¢tinrj rechanism between
Coordinat'on arld hlpIcnwn,tltion Unit thbonismo and the Mor'will be establislhed for the imp lementation"
of this Program.
 

2. Arnount and'1(ri, of Loon 

Up to $30.0 million r vilhinperiod w/ith anl~fl( fo t y years including aes: ilh, ten year graceo'f" e-/ ei aullonnur horerorles dui ing fhe (race period and 3%It is exi,.c!t'I tsi,t pertile m"dio ify of coss of the Proram will belocal currency ci'sl. 

3. Pus poses 

To C2S:,is IH-t lc.t) )Ie( 'f" it,=(J~ hcua~u con linireL f iua lheir recovery1972 (11,Lcbu;,, (I rll( io erficient, from the disastrousmodern and safer new Mo naguo byassistll 
.lle (., il ,, the filstonpe (Iinrrediate Action Program) for the 

T'Ac l'4 iThe, ,. r unit ,., i ssesrcy fire Cordoba ((S )and the rate of exchangeis G 7 -- US< 1.0. 
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GON and AID loan reaources 
will be provided for an Immediate

Action Reconatruction Fund 
that will provide financin, for a 
series of 
high priority public sector activities that willfacilitate the recolntruction of Manngua in a planned deconeen
trated pattern (nproading out the city over a wider 3ecographicarea so all to promote the rebuilding of i more modern iind 
efficient new Mnnaigua and bettor protect the city from thediaruptive effectr; of future earthquakes) and the provluion ofre ourcer far a f' ll Efnterprise Reconstruction Fund that will
provide credito for the recountruction and 'or expansion in adeconceutrated pattern of .rinagun'H smaller commercial and
industrial (cntrprtie.. , In addition, the Program will further
otrengthen the CON't reconstruction planning and implementation
capabilit en , thufi fac ilitatirig tile uOFst ef fective utilization
of the large quantie; of Nicurvaguan and international re.sources 
required ior the long-range reconotruction effort.
 

4. B'ckIround 

The eoftCts of the ecrthiquake tht struck Manoigua, Nicaragua, in the ecrly

hours of Daccn-L.,.r 23, 
 1972, ore now w/ell known cand ore furtlr summarized below 
in Section II. !s5:i:o 13 square kilcrnelies coniprisin Ihe vdry heart of Manoa!Jaw 'ere
coinplot ly d,.:_,,tevd and anot hr 14 .i.unrre kilouio lel.s wire severl), damoted. SOMe 
10,000 person pz,-ri:hld in II eorthqual.:eond subseucnt fires, p,!rlsps 20, 000 more 
v/er, injured, and a qu'rtor of a nillion peoplo ,,ere forcod to flee Managciua. WhileSr'from the n'st intense in rtecent world history, the c, rthquoke had a uniquely

d,1trLctiv0 effect by lakil,, out tAnno(r;i's highly concentrated urban core where
 

city's n jarrhoc';irerciul, 
""f'l nci l, ,)o rrrnvent ol and residenti, I areas were
__9coled.0Not only 11as this vc.uI), multi, 1 cJ tho cost of the quake, but bczs suhstun

tiolly upsot arnd disruptod alhncst every nli,'n inof .cncgua's urban life.. 

The GON, .hortly of.itr ihc oarthquoko regrouped itself undul umbiella

of o 1*.O;ional Ernorrjoncy Conmittoo cnd quickly moved 

the 

to undertoke inirnediate
 

Cmerorlncy octiot. and h.:. i.itinted varius types of recovery 
 ctivilte5, since 0(5ly 
.CY-1 973. Ti, efrirts weie orlh-r ossi tod by a .o idwido surge of symrxlthy ondaid irc.ludinq e :. ,r',ncy crsr e IDB, 


lat crew nl ' rl sources. Thou o-hoil Oh crnerujency period (coverinrg rorqhldy

CY-1973) Ih CO i mnoved ropidly nrrvi rlf'-Ctivoly to felieve the mno',t 


vr fron A.I.D., IBRD/IDA and other multi

h disuptivo
asjv'c iS of 11.o ko 011i r lar-enr1l1c1,.K H stoblifiince and reconstructing some of the

basic c lernents of/'onoquo's uJI.:irr mid-1974,
iO .l throuqfh the joint effort, of
 
Nicor ua's pulIic (nd privotc ,. ctors ctIi ris of o now
t01o decoicernttatd M r

,---guo w i with now new re ahIoody to r xsn' / ,odS by-fxisiInp the old downlown area,

dispsod public fucilitius, and soveral new deconcontrated comnmrcial centers.
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In addition, shortly after the earthquake, the GON also turned its attention 
to the Ionq(er-rrnje urban plainng rectuired for reconstructinq Managua. By early 
1974 the GON's urLAn plnnirj consu tants, alon'; wiih the N ica uaun public and 
private sectors, had evstablidhcd a con-ensus on the framework for the future design 
of Managua and rec'ommerndactions for the first stage (Immediate Action Program) of 
the reconstkuction. !n accordance with these plans, the Immediate Action Program 
would be ba..ed on a series of critical guidelines drawn from a consensus of the 
urban analysis ar,d planning already completed by the GON and its consultants. 
In summary, this Pro.jram would continue to promote in 1974-76 the deconcentiated 
urban dovelopmeni initiated during the emergency rxriod through the further con
struction of key roads and infrastructure in Manonuo's periphery, the continued re
building of public focilities in deconcentrated xit terns, and the provision of credits 
to the private sectc.r, particularly .mailer enterprises, for expansion or rebuilding in 
specified areas. 

Acting as the CON's coordinator for reconstruction assistance, the Ministry 
of Finance informally requested in early CY-1974 A.I.D. consideration for ad
clitional capitol ass'stonce for reconstruction efforts for the peiod covering 1974
76 and for financial support for the GON's nmedia.te Action Reconstruction Program. 
The request proposed continued A. I.D. support for a broad range of reconstruction 
type activities similar to those being financed by the Emergency Procm Loon, 
which by early CY-1.97,1 v,,is already full>' cornmitled for specific reconstruclion 
activities. Based or this requC.st Ihe USAID worled closely with an MOF/VMUP 
iask force in furthe, devc'loii:; .J th: CON's Inrnediute Action Pio.jarm and in for
mulating po-siLble ,\.!.D. capital cssistance for this Pro.-ram. This work has l-ed 
to a foIT1noI CON al-plication for on A.I.D. Urban Reconstruction Sector Loan that 
would not only supporl GON ecconsluclion policies, but would also assist in financing 
a portion of the itrvestmen cost, of the GON's Imrmediate Action Program that cannot 
be covered by their cwn tesources. 

The Lrban Sr-clor Lon will conftire A. I D. econtruction assistance hii
tia ted just fol low :nq lie en r tquale, Nvi th emerqency commodity ossislance, the 
Temporary Shelters Proict , and lie Fnergency Pro. um L.oon, and later expanded 
with 1ow Cot I:SL-si .x:n a-rnd a G; unt Project for Program Manaogment orid 
Project Implermentatior .I he Uban kcconstruction Sector Loan would round out 

' A I.D. , imm' diat, assistorInc' for Ma (;u00's recoritruction and will provide im 
portant support for tihe :mnediate initiolion of the GON's first stage reconstruction 

UNCLASSIFIED
 

http:requC.st
http:nmedia.te


(iv) 
 UNCLASSIFIED
 
effortcas well 
as assist 
the GON meet the tremendous 
new invest
ment burden created by the earthquake and 
reconstruction.
 

5. Financial 
Plan
 

The A.I.D. Urban Reconstruction Sector Loan will 
assist
the GON in initiating and financing a part of 
its first stage
reconstruction 
effort through the provioion of renourc en. forits 
Immediate Action Reconstruction 
Fund and 
for its Hqlnall
Enterprise Reconstruction 
.1Fund. A.I.D. loan resources from
these funds will be 
provided 
to support the deconcentrnted
urban development of 
Managua through the 
provision of financing for the reconstruction 
or expansion of 
public facilities
and infrastructure, :the 
reestablishment of 
the small enterprises sector of 
the Managuan economy, and 
asnsitance 
for
program implementation. 
 The cON will provide a counterpartcontribution of 
npproximntely $40.0 !illion 
that will be
utilized for the Immedlate Action 
Reconstruction Fuud,
Small Enterprises Reconstruction the
Fund, the Land Purchase Fund
and for related adtinistruti lye and implementation 
 expenditures.A.I.D. loan funds %,ill be committed in CY 1975 and CY ]97b andshould be fully disbursed by the end 
of CY 1977. GON funds
will be provided over the 
four year disbursement (1975-78) Of
the Immediate Action Program.
 

6. ])ercription of the Loan 

The loan will provide resources for the CON's Immediate
Action Reconstruction 
Fund and Small 
Enterprisesi Reconstruction
Fund and support 
the ,ON's policy of deconcentrating the urban
development 
of Managua. 
 A.I.D. loan resources will be 
provided
for the tichievement 
of the 
following specific objectives:
 

a. Completion of approximately 
30 public secto- reconstruction 
activitit:n 
that will revotore or expand in a dec oncentrated pattern vital servicett, infrantructure,
facilit ics, and publicthat: .'re either dentroyed or dinrupted byManagua earthquake, It is e)pected 

tLhe 
that the following activities 

will be complet,.d:
 

i. The construction and/or upgrnding of 
ne]ccted sections 
of the new Managua's
main road networh. 

ii. Confitruction of 
selected infrastructure
 
improvemenits for 
Managua', industrial 
areas.
 

iii. Construction of 
selected infrastructure 
im
provements and expansion for Mftnagua' a new 
eastern and 
western commercial 
zones.
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iv. Construction of selected infrastructure improvementsMid expansion (street paving, water and sewagle lines,
street li3 Lts, telephone service, public facilities, etc.)
;or selected low income residential communities. 

v. 	 Construction of a number of high priority public facilities, including public markets, bus terminals, community bus stations, health and employment centers,fire stations, post offices, community centers, libraries
and government office buiIdings. 

b. Etablihmerit of a Smull Enterprises Reconstruction Credit Fund in the
Central Bank's Fordo Especial de Desoriollo (FED) 
 for promoting the reconstructionor expansion of small erteiprises in a deconcentrated urban pattern and for breakingcritical 	teconstructior, bottlenecks. 

c. Establisfment of a program for ensuring thlat the reconstruction promotesthe interests of I)c hard lit 	lowest income gqroups and inof making the new 	 sum achieves the policy goalManagua a better place for low income families than was the old
Managua.
 

d. Upradiig and stiengthening of key GON entities by providing assistance for activity dsign and prociram impluementation, and specialized assistance
for urban and national ieconst 
uction planning. 

e. Completion of specialized studies required to either implement or plan,.reconstruction related activities. 

f. Corpl)P t;on of cin internotioncil design competition for Managua'sdestroyed urbon core and other licovily daimaged area:,.
 
Whtle [.t is recognizecl 
that opecific allocations of
among components and 	 funds
between 
local 	and
may vary during 	 dollar expenditures
program implementation,
that CON and AJD 	 it is 
now expected
ftuncit 	 provided

utruction P'rograrm 	
for tho ImmedInte Action Pecorwll be 
allocated 
approximately 
ns
in the Illuntrative budget 	

indicated
 
that follows:
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(vi) 	 U(T AS., TF]ED 

(In Millions of U.S. Dollarn) 

A. I.D. I A:p}<;{ c iu : ;: 	 r I,IA}i: : F',:: CorJ'N.H PAY'. (O!:'1'"I 'I'L ,XA, {:i{:<.;r;;y X(xIAi., '!< T.:y EY,IVAT.X'. 

1. 	 (C'omtruction of TrftUns
portation ITprove:r.entr 
 $ 2.0 $ 6.0 	 $ 5.0 

2. 	 Expansion and UplgraHrnj
 
of Infrattructure 
 2.0 5.0 5.0
 

3. 	 liecontructLion of PiNblic
 
Facili ties 
 3.0 .O 5.0 

/It. Development of Open and 
Green Areas . 5.0 

5 * J,2k Rir(3 se Fund -	 15.0 

6. 	 -,mnll Mterprises Recon
struction Ftuid 
 - 3.P 	 3.2 

7. 	 IProgrtu Ii:rlementat on
 
Assistance 
 3.0 1.6 1.8 

TOTATS $10.0 $20.0 
 $40.o 

7. Reasons for Selectin," the Sector Loon Technique 

The GON's Immediate Action Procnram involves the financing of a brood range
of activities in support of various reconstruction policies. Because of the nature of 
thi-s Progiam, the setor lending tech,,ique is considered to be pieferable to either 
project loons or program bouns. Unlike a project loan which covers only a limited 
area, gencilly is expe-nded over three or four years, is mainly concerned with the
end-use of loon funds, end i" relotively rigid in its opplication once negotioted, the 
sector locin px.' mit. assistance to essentiol elements in the 	entire orea of concern (i .e.
ieconstruction ), especially innp oved policies, planni,nr and monl cement, rn d is 
under constont attention, throujh reviow and negotiation, allowi i refinement of

the onssstl, c, 
 rind strmteqy cis sector problems arise. Also, a sector loon has many

of the aspects of a program 
lor., such as its effect on helping to meet boal nce of
 
payments problems and spurring 
on more adequote fiscal pcrformaice; however, in
 
the mriin, it addressess directly the crucial sector 
 issues and seeks improved effi
ciency and utilization in the use of applicable resources. A.I.D.
Thus, secto 
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ossistance, particularly if it is mode available promptly, can mnke a unique contributior, to the acceleration of the GON's first stage Immediate Action Progiorm
of ihe reconstructionby providing capital resources to meet the highest pliorily
requirements. In addition to the speed with which A.I.D. 
 con act and the flexibility of the funds we can make available, A.I.D. has the special advantage ofhaving a full-timo Mission on the spot able to adjust the sector program to thelessons of experience in what inevitably will be a dy:iannic environment, one inwhich the ability to seize opportunities as they present themselves can pay moj.

dividends.
 

8. Alternotive Souices of Financing 

The Mission understands that the IBRD, IDB and EXIMBANK have been
advised of this proposed Loan and have indicated no interest in pioviding this financing. A future IDB Reconstruction Loon is now beinq considered and willfurther assist the GON's Immediate Action Program with project type lending
and will complement the A 
 1. D. Urban Reconstruction Sector Loan. The WorldBank emergency reconstruction loar, is currently being implemented and the
is not now considering new capital or 
IWRD


technical assistance for the reconstruction of

Managua.
 

Due to the need for lorng-ter concessional financing needed for the ImrndioteAction Reconstruction Proritain, and the requirements for local currency financing,no other U.S. or free world financing is available. 

9. Lo1in Adm.ni strat.on 

A. Procurement: 

of All loan I und-o''ny 

It is expected that approximately r, 
maining 

he uned for dollar procurement wi ith reloan fundn provided for local currencyguan CACM costa (Oicaraend expenditures). llowever,JuOme it in recognized thatvariation bezween local and dollar expenditurformula may be necefi(rry during 
ea from this3 

program Implementation. 

B. D;dlursements: Local currency utilized under the Loan1 shall be Nica.roquon Cotdor,.W T ie7T Iy A.I .D. with U.S. dollars. (See Section VIII of thisCAP for a description of the procedures to be used for generation of local currency 
to be utilized under the Loan). 

10. Views of the Country Teoatn 

This Loan plus the A.I.D. Low Cost Housing Piogram, and the A.I.D. GrantProject for Program Management and Project Implementation, will be the principal 
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(viiI) 

United States instruments for continuing assistance to the Nicaragua Government 
in recovering from the disastrous earthquake of December, )972. Each of these 
instruments is a'key element in the United States assistance program in Nicaragua
cnd will assist the GON with its highest priority and most immediate requirements 
for continuing th,: rcconstruction effort. The Country Tv-om therefoie recommends
 
authorization of the A.I.D. Urban Reconstruction Sector Loan at the earliest pos
sible moment.
 

11. 	 Statutory Criteria 

All Statutory Criteria as sot forth in Annex "B" of this paper have been met. 

12. 	 Issues 

A guido to the issues raised in the IRR - DAEC meeting (see STATE 091701) 
is provided as Annex "E" 

13. 	 Rocommendations 

Aut!lorization of a Loan to the Government of Nicaracua in an amount not to 
ex.ced $30.0 million, subject to the following terms and conditions: 

A. 	 Tcmis 

Amottization : 40 years from the dote of firs? disbursement. 

Grace Psriod : 10 years on repayment of principal. 

Interest Two percent (2%) per annum during the 
grace period and three percent (3%) 
thereafter. 

Repayment U. S. Dollars. 
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(ix) 

B. Conditions Precedent to Initial Disbursement 

Prior to the issuance of any commitment documentsunder the Loan, or disbursementsBorrower shall furnish in form and substance satisfactory to A.I.D.: 

a) Evidence that an Inter-Agency Committee has been
e:toblishud between the Vice Ministiy of Urbon
Planning and t,,c Ministry of Finance's Office of
Coordination and Implementation, to coordinateactivities in the Immediate Action Reconstruction 
Program. 

b) Evidence that sufficient and qualified staff is or willbe ovailnb/v for the implementation of the Loan. 
C. Cond'itions Precedent to Disbursement for Otherthan Program Implementation Assistorce. 

Prior to the issuance of any commitment documents or disbursements underthe Loan for other than Program Implementation Assistance, Borrower shall furnish, inform arid substance satisfactory to A.1.D.: 

a) A finalized copy of the Borrower's 1974-76 Immediate
Action Reconstuction P,'cicam, which Should include 
['ut not be limited to the policies, guidelines, objectivesand components of said procyim; a capital budget for
the program, and a time-phased implementation planfor carrying Out all major planning and Ivconstructioactivitis included in the Immediate Action Recon
struction Program. 

b) Evidence that the Borrower wil l establishLand Purchase aFund for the ImmediateReconstruction Program and 
Action 

that policieocproce
dures and sitaffing are 
being eftablihed
ndninistering forthe Fund which should providefor public diucloaure of all land tranuactions 
nfde by 
the Fund.
 

c) Evidence that the 
Borrower will establish 
an
Inmediate Action 
Reconstruction 
Fund and will
provide this Fund in a timely manner allcounterpart funds in accordance with the rime
rhaned Implementation 
Plan.
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D. Cnnaitions Precedent to Disbursement for Funds for
 
the Snail Enterriss I(econstruction Fund
 

Prior to the iouance of any comiltment docunents 
or disburuouenta under the loan for the Small Enterprises 
Reconatruction Fund, Borrower shall furnish, in form and 
substance Satipfactory to 	AID:
 

a. Evidence that the Central Bank'a Special Develop
nent Fund (FED) will eatablish a Small Entarprioae Reconstruc
tion Fund to adminioter this component of the program and that
 
said fund wll be a per.nent part of the FED for pronoting
 
the development And expanulon of meatl enternrisos.
 

E. Other Terms anrd Condition; 

The Loan shall bs subject to such other terms and conditions as A. I.D. 
may deem advisable. 

14. _Project Ccx.rnittcn 

John A. Sanb-ailo Cupital Development bfficer 
Aaron Benjamin Housing and Urban Development Officer 
Fted Alviroz 'Chief Enpineer 
Joseph Charatto Deputy Capital DevelopMent Officer 
William Roch Mission Firvancial Analyst 
Albert Stone Assistant Capital Developfnent Officer 
Charlotto Jones Mission Economist 
Clark Joel ROCAP Economist 

A I DA/Advisors 

W. Mann 	 (LA/DR) 
C. Stevens 	 (SER!ENG) 
T. Leaky 	 (SER/ENG) 
J. W ijht 	 (SERVENG)
C. Blanlkstein 

Consultants 

George Nez VMUP Urban Development Advisor
 
John Dyckman VMUP Urban Planning Advisor
 
P. 	Coolio Assoc;ate Director, INCAE Development 

Banking Program 
C. Noran 	 FCH Advisor 
W. Westwood 	 FCH Advisor 
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Approved by 

Robert E. Culbertson Mission Director
 
Emerson J. Melaven Deputy Mission Director
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Prepared by: 
 R. Meighan, Regional Legsl Advisor 
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W. Roach, P. Coello, C. Noren, W. Westwood, A. Stone. 

Typed by: Mrs.A.Vallecillo, Mrs. N. Salazar, Miss L. Hooker 



June 14, 1974
 

SECTION II - BACKGROUND 

,
* General Eff,'cf-s, of the farthquako 

The general effects of the earthquake that struck Managua,December 23, Nicaragua,1272, live dra,,tically ca1tred GON priorities to meet 
on 

monts for reconstruzting the destroyed capijal city of Managua. 
the require

next several years, For at least the 
their capital city. A 

the major concern of Nicaraguans will be the reconstruction ofmere listinq of physical destruction and economic dislocationscausad by the eatlIquAke gives one some idea of the immensity of the task of reconstruction that li-s alhead ilNicaragua. 

The Managua earthquake killed someOf a total urban area 
10,000 people and injured 20, 000 more.of 33 square kilometers, 13 were completely destroyed and 14more were heavily darnared. It is estimated that athe population) lost 

quart(r of a million people (ha lftheir homes in the earthCquaJke and suhsequent fires. Many othersleft tile city because of lock of es:ential services and fear of epidemics. 

The eart hqcj(e destroyed or
the principal firiancic, I center, 

rendered unusuoble almost all Goveinment Offices,the ('nitire commercial and residential se!ction of downtown Mrnaqjua, and about 2,500
retail trade . 

loaps engaped in small scari manufucturing andSore 5G,000 housing units were destroyed or severely damaged.city's main hospitols wv:re Theleft in ,Wins, along with seven hundred and forty primoaryanld se LOWr,3y ckrss,'ooms. Approxin-wtely 400, 000 squr.ce meters of commercialbuilding" and waiehouses were lost, another 340, 000 squareprivate offices were meters of public anddestroyed, and the city's infrostructure system suffered serious

damage.
 

Housing, particularly for
because it 

low ar'vl middle income citizens waswas concwntrattd in the city 
the hardest hitcenter.service octivi tes 

Small factor ics, workshops andW/(.ie aso '.avil, concentrated in the downtown area, and anestimated 95 per cent were destroyed. 

The corthquoke was 
through 

followed by six days of fire which progressively sweptihe still s:ond inrg buiidings in the city core. During this period the citywas evacuated an:il the population droplx:d from a prequake 410, 000 to a low of 
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about 1501,000. Some vital records were fortunately salvaged; the headquarters of
 
the commercial and state banks were among the initial survivorst and some of their
 
records and casli deposits were rescued virtually intact, preserving the financial sys
tem of the country, Government offices were not so lucky, and many critical ar
chives and tax records were lost.
 

The earthnucke hit the last shopping day before Christmas and the commercial
 
sector suffered extenbive losses in buildings, equipment, inventories, accounts re
ceivable and other costs. Over 60 percent of the commerce of Nicaragua was con
centrated in Managuc and provided employment for 20,000 persons. The overwhel
rning majority o' this activity was located in the city center. In the chaos of the
 
quake and its immediate aftermath an estimated 90 percent of this capacity was
 
paralyzed. In total 50, 000 workers found themselves unemployed (s ( direct result
 
of the eartiquale. 

A more deiailed GON evaluation of the destruction caused by the Managua
 
earthquake of December 23, 1972, was prepared by the INCAE Advisory Center and
 
is included as Anrex I to this CAP.
 

While the earlhquake was far from the most intense in recent world history in 
terms of Richter magni ?udes, it had a uniquely destrLuctive effect by completely de
straying a ccpital city's hiphly concentroted urban core of roughly 600 downtown blocks 

whore Manaua's ma jcr commercial, fincicialI, governmental and residential areas were 
located. Not only has this vastly multiplied the cost of the quc"e but has substantially 
up:,et and di.,rul:teJ almost evry element of Manaqua's urban life. 

2. Economic Effiecl, of the Earthquake 

The vaILI of the physical rsSOtS dstroyed by the earthquake has been estimated 
at $300 to $320 mi! lin hy the 13RD, S430 mill ion by the IMF, and $860 mi II ion by
 
the GON. B,i dt s soMe $175 mill ion worth of lhou..imrr destruction, the cIty's in fra
structure sLIffe re'd serious dcrma.e with repair arid replacernent costs estimated at over
 
S80 million. MA,]ar casts include tie replacement of me IXir of hospiktos, school 

corrmunicatioi ,s, electric po%, er, water supply, sewoge lines, aed other focillti:s.
 
Other lo.,ses to the G'overnment of Nica r ( in destroyed buiIdi ncs and equirxnent
 

are estimated to be $17.5 million. (For further information see 1973 DAP and Annex I.) 
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Tho commercial services and manufacturing sectors suffered losses estimatedat approximately I1 11 million in huildings, equiprnent, inventories, plus an additional $40 million In account, receivable and olher costs.attributable to the commercial Most of these losses are, ctor. Industry, located onescaped extensive dcmage, the outskirts of Mang.qua,estimated at ten to fifteen .lercentand this damage wasL'?ri.rally quickly rerx-ited" iT:t, construction industry wasCulture and agricultural products, largely sl×nr,'d. Agri
ports, vvero 

w.hich account for 70 percent of the notion's exunaffected by the earthquake. 

Costs for replacing the assvts destroyed by the earthquake could risebillion dollors or m.:ro to one 
specificalions, 

because of the extra expenses of building to antiseismicinritesed labor ard material costs and currentlower density decnricentinited pcitten, 
plans to rebuilt in a 

structure over an 
thus requiring the spie¢uding-out of infraai.o substanio lly larger than old MaOruawho hv:decd the 'BRD . Dr. John Dyck-man,10.nm that estimoted earthquake losses at $300 to $r30million,has confirmed this esfima ted replocement and reconstruction cost.Georgo Nuz, orginailly contracted by the USAID, 

In addition, Dr. 
Planning Unit ha: and now working with the VMUIdeveloped a more detailed fommework anxtotal reconstruction and growth costs 

onalysis for estimatingfor thejust over LISS1.0 bil;ion. (The Ncz 
1985 Managua population thut also totalsanalysis is included as Annex 2 to this CAP). 

Thus, the trcgnilucie of the docrncre and estimates of replacement and growthcosts relcltive to the size of thc Nico on1tan economy (theapproach the Country's total GDP 
rntrce of the estimatesfor 1972) pivesstruction effort thot lie.; ahead. 

some idea of the immense recon-
DAP, "Th 

ror these reasons, as pointd outMancgua Earthquake of December, in the current
1972,disaster tie, number has made recovry fromcn-,o thispriority ohjctlive of both public and priva1te investment,and the, major thrust for external aid for the present". (Chapter X,Developrrent Assisfouce Nicarcruan 

Program, Paore X-52). 

3. Relief and Reconstrnction Efforts Since the Farthquke 

Duiir,g tire 

centratecd 

emeranricy period immediately following the earthquake,
on reetr ,. the efforts coneme rg enc), sheller, food arid health needs of thndisplaced population. 7'i,- injured andGUN quickly orr;anized a(NEC), Natio-:ll Emergency Committeeheaded by former PNicaroquan President General Anastasio Somozadirect overall emerge.-cy activities. Debayle, toUndor the direction of the NEC, Government 
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enterprises resporsible for providing public uti lities and sanitation worked feverishly
to restore adequate services. The Ministries and agnncies of the Government, and
the private sector, dig what they could of their records, equipment and inventories 
out of the debris and relocated to whatever new accommodations could be found,
usually private homes scattered through the relatively unscathed middle and upper
class residential areas of suburban Managua. 

Initial emergency efforts concentrated on meoting the needs of the injured and 
refugee population. Major voluntary agericies and donations by smaller organizations
and private citizers assisted tl'e Government of Nicaragua to meet the initial prob
lems posed by the disaster. A.l.D. played an important role in relief op:rations,
providing approximately $10.0 million in grant funds for food, emerency shelhers,
 
field hospitals and other emerguncy supplies.
 

In addition, shortly ciffer the earthquuke a major public works effort was initi
ated to get Mann. uans back to work, to berlin the job of cleaning-up the destroyed

capital city, to erstriblish public services, to repair 
 ond rebuild public facilities,
 
to povido tempornry shelters, arind to begin a program of constructing new roads and
 
streets by-passinj tie destroyed urban core: 
of old Managcua. The A. I.D. Program

Loan, the A. .D. Grant 
 for Temporary Shelters, the A.1.D. Education Sector Loan
aided these effort!. Thes projects were further complumo-nted by assistance provided
by a $16.7 millior: IDB Loan and a S20.0 million IDA Loin. These activities wele initiated in CY-1973, will continue during CY-1974, and will gradually meld info the
first stoe of reconstruction now plannedfor 1974-76.
 

While the public sector hacs been actively engaged in implementing recovery
and reconstruction activities duinc tile ixst seventeen months, Nicar'gua'(s virlor
ous private sector lias also not 
b'en idle during this period. Many of the businssrmen
previously locate:1 in the center of Monaqua, using insurunce payments, commelcial 
loans and their own resources crnd initiative, becicn very quickly to reco stmuct their
businesses reloco tint, them i r undamnaged suburban areas and along rajor traffic ar
teri.s on the per ipl,'i, of the o ld city. By ote CY-1973, major nw commerci-nl 
areas v.ere devc:lorinj cilontl ,',,nujun's Inner Ely-Pavs Road, odioce.nt to te N orth 
and Soulli Hiqhwz./s, and alonq the Mas.rya Rood. By MNy, 1973, a number of large
commercial centers withr 600 retaiil stoes and someover offices cover inl 38, 000 
square ruters were either. ccnplhvled or nearinq completion, the construction of sev
ernvl smaller commercial centers had been initicted, and srveoral more office and 
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shopping complexes vcre on the drawing boards. With the demolition and clean-upof the old do.vnrcwn are, still underway, and developmont there effectively halted,the areas chcnracterizucd (i the jx~riphery of old Managua are nov- active with public
and private sector reconstruction activities. 

As inidicated above, immedliately after the ear thquake certain rapid huildingdccisir.*is were :equired that could not await the urban planning and analysis that wasto follow. While the quicb analysis underlying each of these individual projects waslater generally confirniecl by ttre planners, taken tojether, these decisions beapon toform the broad outlines for a reconstruction design and stratc.y thlat the plnnners laterrecommended nind!hat the Mission now proposes to continue to !,upport. In suriory,the planners and the builders,. cach vooiling independently, arived at the safie basic
conclusions -- MQnagua should be rebuilt us a deconcent rated city. 

The earliest of thre decisions involved the location of the $3.0 million A.ID.supported TeFhr,.r 1 ,elfurs Project in, tle southeaslen area of Managua, along theSabana orrrde toid and lorth Ilighwroy (se map included as Annex F ) .was here just one inonth a fter the en rthquake that the basis for new low income cammunlties were established to ieplace vre of the Iigh-density housing destroyed in
Mornagua's old concentintfed urban 
core . Later it was confirmed that these TemporaryShelhers, and tlreir conv,ion into permanent low cost housing, would not only I place 
hlousinrl deslroyerd by tle Canthiuahle hut could form a new community of roughly50,000 people tha: would act as a rnocnet to assist in pulling Managua's future urbanqrowth out info the meoh .'Trn areas of tiw city in low density deconcentruted patlerus as recorniiuncled 1)y r;:ciry of the plinners. While lhe locational analysis for theLacs Arnerica. C;loni(.s is.discU .'-.d at Ie-r;lh in the L.ow Cost lou.Sin CAP (524-L029), nov.' r'rdirrq alhori' i:,
lon in AIDI/V, it must be said that th early buildinqand locaior.l d.'ci*,iors, for the Las Americos Colonies have pioven to be criticalrnd very positivi, 'JciNio rs fo, pror otin p tie fulure deconcentrated urban develop
nrent of Mcrauocis reWocomm.erded by the plrrnnes. 

The secovnd ch-isiol, !1,/ti(- CON, loken shortly ,fter the earthquake in theCotlvxl of lhe A I. D. Pie iinn, Loan, irrvolved the immedi te construction or corn)le:tion of sv'r,'l I (y roads L.y-possinn the destroyed urbn coie of Manacua andde sijned initially to b en k-up tr-ffic con,irstion (A.used by the loss of the majortraffic arrteries ledi r.-; throu:ih the destroyed and closed-off downtown area. Whilemany of these projects were partially undertaken to provide immediate employment 
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for workers displaced from their jobs by the earthquake, each of these new roads has 
added to the spreading-out of Manojua and to tile further development of the periphery 
and suburbu n ,reas of th., old city. '/it i tile A.I.D. Program Loan, the pavincl of 
the Inner By-Puss Road conrnecting the North and South Highways, and by-rxssinq 
the entire downtown area, wus cormpleted and quickly developed into one of the 
"Main-Streets" 'ofnew M.c:viua. V,'ith it. own funds thie GON initiated other load 
projects (35th Avenu2, 27th Avenue, Pista Suburbana, First Staoe Old Masaya Road, 
Sobano Grande Rood, and the wideninq of the New Masaya Road) all of which have 
further contributed to sprcading out Mocrrua in a deconcentmted pattern as recom
mended by the olonners and creatingl nvev areas for low-density commercial, industrial, 
and residential dove Iopmnt. 

Anoti cr impcrtant ducision ncrdu shortly after the earthquake, also in the con
text of tlhe A. I.D. Projium Loar, involved the reestablishment of one of Mrnagua's 
most critical public facilities -- the public hospital system. With lhe destruction of 
Monagua's entire hospitcIl sy.,etn by the cuillicquake, an immediate question aro.e on 
how the public hr.spital .ystu!M (formerlly concentrated in the 900 bed El Retiro General 
Ho-pital) would n e rcbui h. While the decision to break apart the old Generol Hs
pital and reet,.hlish it inr thro;e seopicre c.,nd deconcentrated hospital units close to 
where the ppul lio: of Macrcua is livitrrr was made without the guidance of future 
reconstruction rlorns, the (' uildinq of the hospitals have now set a pattern that the 
planners hove recc.rn irned and tlxnt tiIw GON hopvs to follow in the rebuildinql of 
other vital pulic fucilit*se irr accordar:r:e with these plans, future public fucil
ilies v'ill bec isp.,.red ovc'r a wider or' r-aphical ocra so as to better and moe (.ffi
ciently service lire futule puildtio,n Mrna,, and better protect these facilities 

florn fulure eart:n. UI.ks. ]hu , II A.I.D[. financed o.pitnI system, due for corn
pletion in 1W2., vill Iof on.y provid. lev,' hospital facilities for ManaCLua hbut will 
(IIso "how the v.'/ fo a re' pultitn of deconcentratrinc the rebuilding of other 
vital public facilities. 

Lo:t ly, tire l'.Iicru(uJ'n privalte seclo has al-c been very active since the 
ea thquake urnd hcrs iitioti(; h,'r 'Luil'Ji,rl, and in some places alreody compl-ted, 
extensive inve',t(m nts inn ne. r.:nnrnr ci I center, for IManaogua. The ixittern of 
development for Ih.t corul . coirl nc., lInns qrre,ollly followed the lead of the 
public sector in deconricent rar.I 0 ttivities ard rnovi rnq new investments out ,wuy 
from tire destroyed urban core of Mknaq'luo closer to where thre future population 
is expected to live. Now, sevenleen months after the earthquake, a new decon-
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centratecl commercial pattern is developing ihat teand recemmend planners consider to be desireableits continued promotion and further development in a planned andstructured manner. 

Shortly afer tl.ev rthc;u Lir,of Commerce a 
under the sporsorship of file Managua
;;te in the souti:a:,ten suburl,"3
 

Chamber 
a fair-grcounds and exposition l Teo of Managua, formerly used ascenter, was converted into a195 shops and ofices to ri commercial complex withsone of ire facilities destroyed by the quake.concurrent with ths deve ,opent, t'.o local private groups 

Also, 
two commercial cornplex.es that whci 

initiated constiuction ofCOmpleled will contain 120 shops,apartments arid entertainmient foci I tics. forty offices,Token together,centers in relatively tile sorne 
these lorge commercialsoul leas vi rnsuburban area,and housing construction plus extensivein tihe oiro, tIn new roadncoiby constructionEastern Hospital, of tie A.I.D. financedand proposed fulue construction of other public facilitics lius converted this entire area into what .*ine plarners ae now calling Managua'seastern commercial new 

zcne. 

Lik ewise, in the wes tern se cion of /lo.orialci'Inner By-Pass Rcad, plcinn l, s former suburban atea, along the()1',0 S12.- tie Ul',rnnilwcommercial s of the oullines for azone, Led (dirinby the new western;ivh.t sector,work on t\vo commercial cc-nieis alriosl ct 
two groups linve all but completed

IrheSouth Hilivhway. jur.ction of the By-Pass Road and theAdicirinl to thevs eomincicilez Paiz and V/e.'ler.. 
I e:tis ale tie A.I.D. financed Ve, cIpItrlr.:jGO<r;ties have been ,lOficN, c(-:cphI xiplcnned lor Oc 

and other public focil-Ci,,.,), (,Il of which is converting this area into whatplanners a . callitg the ',':- ,InCo . ciul ':orL of new Malar ua.
 
Corrplenmentlln(l
that Mrjalcqpjj's forme lh.,.e (jL, ,vv. c,,nil,ir, l fii - Ip cil develol)rents, it musLlecdin1 

- .t y .lieli,,r. also be notedfrom the ouot..iis the edge of Lake Manc, oun andri.. old C ',',eitAirport, and relari,.ly 10H.ir',Wd by 
c(ic i..nto the Las Mercedes Internationcal

iIt. quol.e,miercial aclivities dkph (!, 
h'rs been inteispersed wilth cOMf. , i, dit,",y cIr do,"I'lown aoleconverted into one oAcoi;itrciclI ,hile (and hl-,s quickly keen
 

industrial strip is no" ar as this conmrc
o-.rr(Vlia aI /o t), - estcd, dLestructur , the develo::ril i,t of ';); 
to thi. lack of adjacenit infrali;-. l Rin>feni ofOpmen1 t h'7)lsbeen ,co;n dr.c'd :y 

com eilccaln/in ustrial devel'' 
deconcentro~tion of Manacuals 

rrulof the planers in sugqesting an overall 
teco,,struct i(),. 
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Thus, by hMy, 1974, Managua had shifted from the emergency period chotacterized by immcdiate relief and recovery activities into actual reconstruction ariddevelopment. With the urban core of old Managua and other dimaged areasoff to reconstruction by the demolition closed
and clean-up program, public and privatesector activitic, since the curl~hquake have been directing Managua's.urbon development into thc periphery and former suburban areas in lower density deconcentfaledpatterns. It is exc:ctly this tyjpe of growth that the planners have recommended forManagua's reconstruction and it is this pattern of deconcentrated urban growth thatwill continue to be promoted by the Urban Sector Reconstruction Loan described in 

this CAP. 

4. Need for External Assistance 

While it is difficult now to quantify Nicaragua's long-term need far externalassistance for recon:.truction, which is proje.cted to lost well into the 1980's, themagnitude of the disaster caused by the enrthlquako relative to the size of the Nicaragua economy will mean thit substantial reconstruction assislonce from internationalsources wiI be necessary if both reconstruction and lonc -range development of NicarogU are to proced tog ther. To a con..iderable extent, Nicaragua was able torely on internal resources during the emergency period and the early reconstruclion(1974) since the .carthquakc occurred durinr on economic upswing which has beenreinforced by favcr able world [irices for Nicnragua's exports (for addilional detoils
see Economic Anal>ss ottachwd 
as Annex 3 ). However, should world pricesfor Nicaragua's ccmmodities not maintain their currently high levels, even moreexternal reconstru,.tion assislance would bo required than now expected. 

While amos.t oal of the emercgency assistance providedbeen committed for specific reli 
to the GON has already

f and inirm.-diale recovery activities, no new externalassistance has os yet been conmitted for the fii7,t stape (1974-76) of the Managuaconstruction except for a $15.0 million A. 
re

.D. Low Cost Housing Loan that is rimpendincJ authorization in AlD/V 1hrus, fo tkI,,first stcile of the reconstruction(1974-76), where tle CON is rmthust adv'inced in its planning, the GON estimatesthat exterral fin,,Irci;q of $90.0 1o $100.0 millon may be necessary to carry outits linmiediate Action Fogarm or 1974-76. Beyond tiis period, the Vice Ministryof Udkan Planning I is estimates indicatinr that projects will exist for foreign financingfor possibly over N300 million before the end of the 1970's. 
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SECTION III - RECONSTRUCTION PLANNING 

J*. Backround 

While as noted above neither the public norformal urban private sectors have waited forplanning to take place before initiating reconstruction activities,GON shortly affer tLe earthquake also turned the
its attentionnecessary to the urban planningfor the long-range reconstruction of Managua.still on-going and nay not be 

To date this planning isfully completed and formally operational for another24 months. However, while a more refined master plan for Managua'sstruction is being rrepared, reconthere is already a consensus among the urban plannersand the public and private sectors as
ficient to permit 

to the pattern of Managua's development sufthe formulation by the GON of an Immediate Action Program forthe first stage of Managua'sdescribed below, reconstruction. Thissupports the Immediate Action Program,course of reconstruction activities already underway,however, as 
in a more planned and ccntrolled manner than was possible in the periodimmediately after tl~e eartliquake. The Urban Sector Reconstruction Program beingrequested herein for out horization will continue tothe A.1.D. support these developments asTemporary Shelter Project and Program Loan (A.I .D.contributed Loan 524-L-028)to ir,tiatimn them. The development of this planning consensusbriefly be descr:bed below, followed in Section IV by a 

will
 
description and analysis
of the GON's Imedicite Action Proqrum for the first stage of the Managua leconstruction. 

Shortly after 'he cearthquake, theplanning for reconstructing/ Managua. 
GON turned its attention to the long-rangeInitially, public debate centered around
whether the capitr'I of NicaragQua 
 should be [:locUteC to a different site because ofthe gcupliy..icoI dan pers present (it


qula.es. 
o, .ioriuaand the certainty of recurring earth-
The question-of ielocciting Maiiajquo was resolved by a decision that Mnnaqua would be rebu;lt at its present ite, but sprecd-out overaea. 1lhis d(c:ison wdrs based 

a wder geographic Ion studies made by th,: USGSgroups which showed thot 
'nmd other scienti ficno sa fer place is avarilabNicarouo. This, plus the 

hc in any suitable location inhtimencoI! VconOnfi 
 costs and Potential social andpolitical disiLpto: i fromnmovin(; t he L-pil: l
a deconcenitrcted city rlt'ir the old urhcI n 
I fito c tlerfrotive except to rebuild 

core of Manua .confirmed by This deci!ion was laterthe Mexican Planning Group and other planners working in Managua. 
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However, as with any city subject to recurring natura! disasters, the GON and thePlanners stressec that the city should bo rebuilt taking into consideration th,- existingand very serious gt-ophysical dan!jers. 

It is this ciitval decision to rebuild to very high antiseismic standards and in-adeconcentroted pattern, so as to better protect Managua from future earthquakes,that forms part of the basic guidelines for carrying forward the reconstruction of Managua. In this respect, particularly regarding high antiseismic standards, the Managuadecision parallels those of Los Angeles, San Francisco and Mexico City. 

2. 	 The Mexican Plan
 

In the areas of formal planning for the longer range job of reconstruction and
redevelopment in Manaqua, tie Mexican Governrinnt (GOM) provided the firstmajor 	assistance. he GOM contracted with a Mexican urban planning firm thathad been erjged prior to the earthquake in preparing a plan 	for the long-ranje development of Mar aqua's public infrasOtucture. During a ninc-month period followingthe earthquake, the Mexican consultants prepared a conceptual plan for the newcity. 	 Actually, lheir work was in hvo phases, the first of which w s tle 	presentationof an 	idealized central area plan emphasizing larqr, expanses of open space, wideboulevards and :ow density of construction with antiseismic high-rise buildings allconstructed with c!ose at tention to the location of fault lines 	running throun h !hearea. 	 For a number 	of reasons -- both 	economic and political -- this first concreteproposal for reconstruction was not fully accepted by the Nicaroquans. Tihe secondplan 	of the Mexican teami' s work 	was completed anid formally presented to the GONin Septembor, 1973, in the 	 form of a 
the growti of MancflucJ 	

conceptual plan for rebuilding and restructuring
in a deconcentialed cellular patt:rn to the southeast of the
former central city area. Growth will 
take 	the form of community clusters eachhaving 	ihs own schools, stores, ihdu5ty and community and recrecit;onal faci lit esto serve r population of some 30,-000 -I0,000 inhabitants. Largqr 	commercialand incLiush 'a .OrIes would I) develope-d at st rateq ic locations among the clustercommunities wil, major traffic crrteri:s aind public tr'nsportation structured to 

and community clusters. 

Specifically the basic points of the Mexican Plan oll of which have beenintegruted 

facilitate movernent between the various zones 

into Niccragu:n reconstruction planning are as follows: 
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a. Managua should be rebuilt in the some qeneral urea of the old cityunder strict building regulations to insure antiseismic construction. 
b. The recUnstruction 

the urban ( 
should take place in such a mcnner as to sprecid,r.aof Manciriua out over o wider area,pattern, thus in a deconcentratedtaking into consideration

gecophysical the Oeo.9rophc and very seriouscondiiolis d(etIrmLned in recent studies.Plan noteratrt The Mexicanbecause of the geogpqapic considerations and the location of industry, it is recommended that much of the future growthshould be direc ted toward the southeast salient of the old city. 
c. The old city center which was 90% 'destroyednon-residential should be rebuilt as aarea of civic buildinqs, parks (over Ihemuse'js, covcrnnt offices 1nd 

fault lines), 
cnnc'udes thct tlhe old ulbaIn 

comrnercjl nctivities. The plancore of Manirlua (90%;destroyed) %as inefficient, congested, of which was 
probl rrs, implying that Manaqua 

and created serious transport tion now has a onerebuilt on a 
time opportunity to berational coarclirated basis. 

d. Resideurt iaI are~a, in complete "neighborhoodtoining schools, heKalth centcrs, parks, units" (urban cells) con-Playqrounds, comand small
mei.icl 
commV.-clal 

areas should be developed in relution to major industrial aniCmr.,mentlers, with r.xjrticular emphasisfor lo" income housing, -- especiallytowarcl the east and southeast of the old center. 
e. Mcrnoqua should be develop,.d as a multi-center city with severaldi ff rent servlic:. rid enrplo y e'rnit centers rather than just one centeras existed befor the quake. 

For more deta~Is onlaon tihof the(nmo,l imfliOrln Mexican Plan,Iat ion', nof ~tos I. see Annx 4i oratit o s of tile 1)1(711. that contains a tr-t.sf the . -, taconfins ai IanIn addition, see Annexco a nso rmde tcii lcd USA I , 5 thot-Urban Developm,.nt 4 dvisor,
anlysis of the MIexican 

0;. Geor w Ne, 
Pln prep red by the Mission's

Develop rert Orticer. ard thre Mission's f ousinq and UrbanAlso, another eycllent analysis of the Mexican Plan is con
tu;ncd in thn latest r:nor t o
Dyc kmion, 

tne Marnioqua reconstruction pepared byProfe so- r. Johnof Urban Pia nninc1 at the University of Southern California andone of GON's urban plonninq advisors, attached as Annex 6. 
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While the Mexican Plan contains little in the way of detailed operational
planning, it dces provide a valuable and sufficient framework within which an

Immediate Action Program 
 for the first stage of the icconstruction can go forward 
now and the co, current development of lonqer-ranqe urban master plann''ng cantake place. The GON hus accepted the Mexican Plan and is using it as a guideand frame of refemrnce for tie implementation of sp-cific projects by the various 
Government of Nicaragua ministries and autonomous agencies. Also, the GON
is currently deve!oping from the Mexican Plan and from other complementary
planning efforts an Immediate Action hogioam and set of Guidelines for the first
stage of the reconstruction. In addition, 
 with the Mexican Pln (isa base, the

GON's Vice Ministy of Urbon Planning is 
now gearing up to do the longer-rangeplanning work required for the recons!t uction, with technical assistance that it hasrequested from the internationalencies. However, this latter urban and lonrer
range operational planning mayi not be completed for another 24 months. In any
 
case, it is the Interim Immediate Action Program 
 that has the highest priority and
 
the greater significance at this time.
 

3. Other PInninq Efforts 

A. The Internationul Advisory Pannel: While the work of the Mexican
 
team was in proqi ess, other rconstruclion and related events and studies were
going forward. I 
 March and April, 1973, a meeting of international experts
convened inM 

was
jnquc, under the sponsorship of the IDB3, OAS and World Bank (IBRD).The ineeting produced a Iw:poit thot ider itifi ed and discussCd Managua's seismic fault

corridor, and fou idation soils noting that the highest derree of seismic hazard Iayin tho old city cer:ter and that srfer toirain could be found on the city's periphery.
The report recornrne.,,ded dt'coricentiation of the city's population, inlustry and commerce and the Jevelopnient of both exifting and new communities on the outskirt-, of old ,r,ua . (ihe ,,fpot prelared by the International Advisory Pannel on R'construction and R'edevelopment of the 'inaguo Region is attaclied as 
Annex 7. 

B. The USGS 'rr;noloiical arid buildinq Cod' Work: In addition, durinthe first semJtet Of CY--1iY/J ,'chnicinsThon the tUnited States Geologic Survey(USGS) were a-ed to advise or wirlocation of a ebuilt capital . While they identified some remot; areas as possbilities, the USGS could not point to any alternatelocation in Nicaragua that would be economically feasible for the location of a new 
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capital Meanwhile the National Geographic Institute aided by lAGS,geologic mop of Managua, 	 refined thefurther identifying major and secondaryfrom their major report ate reproduced as Annex 	 faults. (Excerpts8 ) In addition, this workks being continueif throurh 61c Earthquake
assi.ted by an A. 1. D. 	

Hazard Reduction Center Project beinqGrant 
tUe ProjectmAgrrrent 

"Or equipment and training (see PROP 524-11-755-104,for wrliclh was signed in November, 1973).U.S. 	 Deprnr(.rt ci Comm(rce's In addition, tileNational Bureau of Standards assisted Nicaraguanauthorities in evaluating tie conditions of public buildngs to determinebuilding failures causes ofLor guidnce towards improvement of practices for design and constructon. Exceips from th,, rcport are attached as Annex 9mendations have bien integacled into the 	
and thre ir recomnew Nicarag(uan Building Code. 

C. The INCAE Advi',ary Center:a contract (fionct 	 On March 30, 1973,c _f L,\T-] 	 the GON signed-gam
tute 	 Loan) with the Central American Instifor Business Administration (INCAE), a graduatewith clos.e 	 school located nearties to IF-rvard Univvrsity. Under the 	

Managua 
ostablish.d an Advisory Center 

terms of the contract, INCAE 
for lecuristruct~on od 

to assist tlre GON in formulating a general strategydevel opnlenrt, in d e lmining theit would require arid in del ieutirip pror 
levels of external assistance 

arnd reve loprnent. 
ms aord project-, relevant to reconstructionUrd.r this contract,

ploP :,,i Is (nd 	
INCAE has produced a numberdocuN:nts, 	 of usefulthe most important of which is "/\n Aqrendastruct irr 	 for Reconar d De" e l rrm e.nt -- l ':C ts and O victives 19 '/ ,su"gr t p, ".	 ' T . s--- ' -' te,... Inch te CO,©N stlou d strive for during the cominfive ),ecrs and mnkcs recommend: ticirs foar 	 gthreir achievement.(attach :d as Anr:x 	 These recommendations10 to this CAP) have been accepted 	by the GON and arebeing r flIcted i.) tl,e Immediale Action Programstrge of 	 now being developed foro'rm)narJu's Rrconstructic.n. 	 the first 

(See Poit 	
This is fur ther discussed in Section7 of S2.,tion IV). 	 IV belowIn rdditior,with, using GON furds, 	

I1lCAE has been further contmctedto marcrje the n-service training program of the ViceMinistry for Urban P!cnning. 

D. Inteirionm;orlt(Jri, n Pl, nin,i Consltants:of 1973, add ................. 	 Dring the second semester
 
from the 	

iredS1ttr lesreviewed the Managcun situt;onrandpoi:it of a futuru dCe.i rinrecccrnme.nctions 	 for Mt,errO:,'s reconrotruction and p, oposedfo. oct;vit ('s tint siould be under taken withinand for tha lonrrer-rarrge the imn:mediate futurere construction planninc Notable among these.of the Doxrtinent of Urban 	 were DirectorPlanning Lawrence Mann, and Professor von Moltke 
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from Harvard University; Dr. John Dyckman, Professor of UrbanUniversity of Sotithern California; Dr. 
Planning at theGeorge Nez.Urban Development Specialist contracted by tile USAID; 

U.S. Department of Commerce
Director of the UNDP's Center for 

and Dr. Adolf Ciberowsk;,Iousing, Construction and Urban Planning. Whilethe focus of attentior, for each of these plannerswas slight ly different,their Papers show a review ofa brcqd general consensus onbasic agreemen' or, requirements 
the future design of Managua andfor future GON actions. (Mann and von Molke,working through the INCAE Advisory Center, were particularly interested in developing the rat;onale and a model for the deconcentrated urban development ofManagua and reqJrements for short and long-range GON planning,contracted by tl.e IBRD and the GON, Dyckman was 

Nez was contracted by the USAID 
to review and critic the Mexican Plan, 

Low Cost to provide the urban development input for theHousing Loan and backstop the Mission in the areatile UN's Ciberowski was of urban plannirg, and 
requirements 

concerned with short and long-rang~e technical assistancefor planning the reconstruction of Managua).these planne s stresscd the in summary, each ofneed immediately to strengthen and upgrade the GON'scapacity to do long-roncle reconstruction planning,on operational master p~lin each recognized the need forto guide lon.9-range reconstruction and especially thebuilding of tMinacluo's destroyed urbun rocore, but vach of the planners also stressedthat immediate action prora'-Jms for replacing vital public facilities destroyed ordisrupted by the -arthqLucake and expanding
and the basic infrastructure network shouldcould be irnmcdiate.ly implemented while the longer-range master-plann; ng
was being done by te Nicuioguans and foreign teclnical experts.
planners plrced porticular impoatince Each of the
 
and stressed the need to piomoto 

on tht geophysical dangers at Mana-on,
urban development design and hui Iding standords
that would plotec: tile city from sovere damage fromdegrees, future earthquakes.each of tlwe planners, In differingalong wilh t 1o Mexican Consulting Team, supported 

* Nicaragua lihs if the "Pucific Rinrg of Fire"activity ore frequent and highly corre lted 
where volcanic and earthquake


Geolo,
of earthquakes and vclconic activity in the 
sts expect frequent recurrence 

tifrual earthqux-kes at Mcrnagu 
Pacific Region of Nicaraugua and conitself.

and G. (Se also R.O. Brown Jr., Peter L. Wad,Plaffer Geoloo, cal and Seksmoloqical Aspects of the Monaqua, NicaraguaEarthquakes of December 23,838, Washingrton GPO, 197'/U.S.Geoloqical Survey Professional Paper No.1973, excerpts included as Annex 5. 
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the development of Managua 
 in a lower-dens*ty deconcentrated pattern. The 
again in differin degrees, also feared a possible reconcentration of Managua in theold downtown w clor, unless immediate action pfogramsdeconcentrated development -;nd becin solvin9 

were undertaken to promote
the serious housincg problems of lowand micidle incorne Mana'uuns. 


in the Mexican Plan, 
Finally, while each of the planneis found deficiencies
as being not operational per se, each recognized that theMexican Plan had provided the Nicarouans with the needed basic framework for themore detailed n :rlutional planning that has had to be and is now being done byNicaraguans themselves. the 

For additional details on the reports and recommendations prepared by each ofthe GON's intern.-ilional urban planning consultants,
contains 'he please see Annex 11
main report prepared by Doctors Mann and von 
that 

Moltke, Annex 6includes the latest report prepa7red by Dr.Annvs 2 a nd 
Dyckman on the Managua Reconstruction,5 include thpe princir- papers prepared by Dr.Nez, and Annex George12 contains a summary of Dr.


recommendations Ciberowski's obs-ervations and
on the Managua reconstruction. 

4. Nicaragucr Planning for the Recon)struction 

As noted ahove, 
 in CY-1973 much of the formal urban planning and analysis
for hManagua's reconshruction was performed
the Mexican Consluinq Group, 

for the GON by foreign consultants (i ethe USGS and other prominent urban planning advisors) and much of th;s, planrinv-wns done outside of Nicaragua.fern of events is not unusual, While this pat
in other parts oftT 

and in foct closely parallels similar disaster situations.vorld, it is pos:,blo to appreciate wh,looked outward the Nicarauans firstfor their niticil reconstruction planning services. Not only was theGON totally disiupted by the eathquake ard overwhelmed by necessary emergency
actions (followed by ''Atensivc. rv'lhif and recovery activities), hut only a very small

and ine'xperienced u:,ln plannincl unit existed in the GON prior

virtually no trained urbn planrIeIS were in the country. Thus, to the quake andwith On unprecedented the GON was facedreconstruction planninqcIn addition, the cc. rc uan 

job with no urban planninq expertise.pul Iic needed tHinethe ecnrtlkjuoke and he(jit) de, 
to recover from fhr in;tinl shock of-it inq publicly the future of their capital citv.public debate on the Thisreconstiuction 

been onfjoinri 
has been wisely encouraged by the GON,for th, r>ast seventeen months, has

and has been important in formingthe puhlic and private sector consensus that now exists*on the future design of thenew Manugua. 
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As mentiored earlier, initial public debate, as would be expected after thedeath and destruction caused by the quake, centered around whether the capital of
Nicaragua should be moved to another area because of the certainty of recurring
earthquakes at the present site of Managua. This issue was extensively debated in
the Nicaraguan press and within the public and private sectors during the months
just following the quake. However, after the initial psychological impact of the

quake had passed, it soon 
become clear that a majority recognized that Nicarajua
could not afford the economic, social and political disruptions that would be caused
by moving the capital, and debate on this point soon faded into a more substantive
issue concerning 1'he design of new Managua. However, it was during this period
that the Nicaraguan public themselves in fact, decided that their capital city should
be rebuilt in the same general area of present Managua, a decision later confirmed 
by the planners. 

By May, 1?73, after several previews of the initial Mexican Plan and some
preliminary comments on the reconstruction by the International Pannel, 
 as described
earlier, public debate shifted away from the question of moving Managua to another
site, to a more sjbstantive issue involving how best to design the new city to with
stand it- hostile geophysical environment. Here attention focused on how other

major cities of the world, 
 also subi, ct to recurring notural disaster, developed in
telligent urban planning to protect themselves from these natural catastrophes. T5us,
by May, 1973, dctbates were being held on the adequacy of the Nicorauan Building
Code, and possible future designs of a lower density deconcentrated city. For sev
cral months various yroups argued thte 
 merits of a new lineal city extending from
 
Managua to Granadc, as 
proposed by tvio prominent Nicaraguan architects. In

addition, other riodels were discu:.sed such as a 
 plan for developing a decentralized 
metropolitan regior btw:en Managua and its sritellite cities and focusing mujor

attention on developing several of these satellite cities into major new poles of
 
Nicaraguan) development that could more effectively compete with Managun in at
tractinrj populution, industry ad other econcmic activities. tfowt ver, it became
 
clear by the end of 1' 73 that unless Nicaragua was preprired to undertake a large

planning and infrns'r cture 
proroniin the stellite cities, plus recostruct Manaqua,

this lotter proposal was not ft-usible in the short run.
 

In addition. during the second semester of 1973, in vrious forums the con
cept of developing Managua itself into a larger city, hut spiead-out over a wider
geographical area and at lower densities, was extensively debated and generally
accepted by the Ni:oraguan public as the future model for rebuilding Managua. 
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Thus by the time tne Mexican Plan was presented to the GON in September,extensive Nicar',quan public debates on 1973,
the future location and designhod been ongoing, for many months and a 

of Monijgua
basic public consensus existed that permitted the concepts contained it the Mexican Plan,to be readily acccepte d 

and in the other planning efforts,by the GON and th: Niraraguan private sector.as described in thc In addition,above Back.round Section, even during this period, the Nicaraguan public and private sectors were already beginning to allocate their fundsprojects that were toto begin promoting the actual development of awould be spread out new city thatover a wider geographical area than old Manaur, much inaccordance with the recommendations that were
planners. later to be forthcominq from theThese cj':uol reconstruction activities were representative of therc:guan consensus Nicathen takinq form in 1973 (and now continuinn) on the future dosign of the city arid were quite influencial in pieparincq the ground work for publicacceptance of the Mexican Plan and the recomnendat ions from the other interna
tiona I planners. 

Thus, while it appears tKat little Nicaraguan reconstruction planning had beendone in 1973, in foct a very important and necessary informal planning process wasbeing undertaken which aimcd (it obtaining the maximum general public involverrientand debate on ti-e broad concepts that are now destined to guideof Monagua in future years. the reconstruction
Thus, these debates complemented, supported and interocted with the cornsensus that was to flow from the planning efforts of the internationol consultc.nts arid from the actual recoinstruction activities then being imple

mented in 1973.
 

In addition, once the 

jegrin in.terchlanir1 

GON beqan to pull itself together after the quake, and
;decis with the international planning consultants on
construction r'q,,ir,'rnents, future re
plonriirqj unit (Wti 

it soon became clear that the CON's prt:-qucke urban
Uio~mo), t.n t'stablished as a departmentlic \Works, in the Ministry of Pubwould ave to be subkiaritially restructured, expanded and upyrded to
r vet tie unprecuirdent cd uibanr 

well as 

p ntrni - requirtemrnts ciecited by the eartlquuke asprop.rly O iririster the CON's new building code. Once sonic(1dmirist,tiv order was ret urted to I:rArj;n: , in) this arva of creatirg a newunit for the reccnstiuction, urban planninathe 
1973, 

CON moved quickly and created in September,concurrent with the presecr~ntion of the Mexican Plan,of Ur6an Planning (VIAUP) a new Vice Ministrywithin the Ministry of the National District of Manaqua.This Unit would carry out urban planning duties for the reconstruction and administer 
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the new Nicaragtian building code. The VMUP was provided with the best Nicaraguan personnel a.'ailable, an expanded budget, and highest level support from the
GON. 

As would be expected with any new organization, the VMUP initially concentrated on getting itself organized and expanding its local staff, and improvingfacilities, all of which has proven to be a difficult and time-consuming job giventhe situation in Managua (office facilities are inadequate and often impossible tofind, trained personnel are scarce, communications are still time-consuming anddifficult, etc.). However, by late CY-1973, the VMUP had been organize.d, awell qualified Vice Minister was in charge, and the VMUP immediately focusedon the number ont public and private sector priority of improving the overall administration of the GON's building code. While this latter work has absorbed a greatdeal of the time and energy of the VMUP since September, 1973, attention has alsobeen directed to the longer range job of F.lanning the reconstruction of Managua. 

Shortly after the Mexican Plan was presented to the GON, the VMUP immediately organi:ed a task force of Nicaraguan government agencies that subjectedthe Plan to intense tormal review. Under the direction of the VMUP, each GONMinistry and Autonomous Agency examined the Plan for guidance in its Farticular
area of concern and mode sucqcestions for 
some revisions and recommendationsfurther detailed stfidies. While some agencies found the Plan 
for 

too general for immediate operational planning, most examined it from their operational standpointand found it useful as a guide for magnitude and geographic direction. 

In October, 1973, with assistance from most GON Agencies and advisorsfrom the OAS and A.1.D., the VMLJP prepared a detailed document entitled "EvoA4J1',rIuL,ilon del Plon Re t e A'rl,tr Presentdo pr el Grtipo dr Ttcnicos (Ie--IaSeretr r  -
 it C '.Y th5 surmmaii.'eid e',ch agencies'comment, 
 Pnti and ements for future implementation of theplan. Bused on this GON cvaluation of the Mexican Plan, the President of the
National Emerqency Cowmittee, anlMounc(,d in late November, 
 1973, at theEarthquake f!ngire.r~n Re'eorch Conference held in San Francisco, California,that the GON ha-1 officially adopted the basic concepts contained in the MexicanPlan and that it woulJ serve as the principxl guide for implementing the reconstruction ofMacgua. (See Annex 13 tl.t contains copy of this announcement)During the past six months, these statements that the Mexican Plan would form thebasic framewcrk for the GON's reconstruction program were made in various public 
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meetings of the National Emergency Committee and have been accepted by boththe Nicaraguan puhlic and private sectors. 

Thus, by the end of CY-1973 the Nicoraquans had extensively debated thefuture location aild design of their new capital, hod recovered from the most immediate shocks a'id disruptions of the earthquake, a series of public and privatesector reconstruction activities hcd been initiated that were already givI1'g shapeto a new deconcenirated city, the Mexican Group and other international consultants hld provided the GON with the basic planning framework and recommendations for cclr,,in forward the reconstruction, a biocid Nicaranuan publicand private sectot consensus had formed around rr ny of these recomemendations on the future rc:onstruction, the GON had organized and staffed a new ViceMinishy of Urban Planning that would guide the overall reconstruction of Managua,and several of thi ir'ternational qencies (OAS, UN, AID) were finalizing withthe GON plans for providing the VMUP wilh critical foreign technical experts toassist in c rrying out the planninrj effort that would be required for the longerrange reconstruction. However, while the VMUP was clearing itself up withforeign technical experts for the 

planning, 

more detailed and longer rrange reconstruction
work v.'as cliencdy beginning in early CY-1974 on an Immediate ActionProgram, as recom enirdecl by oll the international consultcrts, for the first stageof the reconstruction. 1he details on this Immed;ate Action Program follow below 
in Section IV. 

5. S -- Tle Rec nstrUc ion Consensus 

Thus, as of mid-1974 a great deal of urban analysis, planning and actualphysical recornstru,:tion have a lreody been undertaken for the reconstruct ion ofMancaguai. As noted cbove and in the Bac.ground Section, by the end of CY1973 a foimal and infornal planni rig fromework had been established and a broadgeneral consen-sus had developed amonq the Nicaraquan public and private sectorsand tie GON's ur.anl plrning. consultaints, on the future de,_ign of Marica.ua, aridthe rginerl Plt terns of he necoustruction. Furtheirmore, for cit leos the ryst yearboth tie F;uhLic rrd j;:ivate sectors have been implernenting these braced conceptsand have .cer pushirg h e ci:y out in a deconrc.ntrated prttern (s recommerndedby the plcnners. TIhe Urbn Sector Reconstruction Loan proposed for authorizationin this CAP woulc continue to support the GON's plcnned deconcentration policyby promolinp the continuation of th,,e developments based u. he oventll general
planning consensu, already formulated. 
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In sumror>., the basic reconstruction consensus can be outlined in a numberof critical principles for guiding the reconstructiont and mechanisms for carryingout the reconstruction, that appear in different forms throughout the works prepared by the professional planners and in the actions and statements of the Nicaraguan public cnd private sectors. These critical principles and mechanisms 
listed below: 

are 

A. Basic Frnciples for the Reconstruction: 

i. tManagua should be rebuilt in the same general area of the oldcity under strict buflding regulations to insure antiseismic construction. 

ii. The reconstruction and development of Managua should takeplace in such a manner as to spread the urban area of Managua out over aarea, in a deconcentrated and lower density pattern, 
wider 

sign for the new thus creating an urban decity that can better and more safely withstand the disruptiveeffects of future v.rthquakes. (The Mexican Plan notesgraphic considenutions and the location of industry, 
that because of the geo

it is recommended that muchof the future growth of Moncat-i should be directed toward the southenstern salientof the old city. More recent work by the VMUP has also identified asfor the deconcentrotion of the city some high prioritygrowth into the southwestern areas of theold city in additicn to major ccncentration into the southeast. Thus, in accordance with GON plans and actions already underway bysectors, development of the Managua urbacn 
the public and private
 

area will take the form of growth in
three major conc.,ntric rings (,ceimap included as Annex 
 F ) extending out
from the old urbon cooe of Monagua
Rural de CrcunvaLcion), 

to just beyond the Outer Beltway Road (Pistawith major emphasis directed into the southeastern area. 
iii. Ma&nagua -hould be designed to handle population growth650, 000 by 1980, ard 850, 000 by 1985; to
and spread out over an area of approximately 80 square ki lonieters. 

iv. In accordance
growth, Managqua 

with the recommnded d concentroated urbonshculd he developed (s a nulti-centered city with several different service anO er'rployment centers rather than containi;n(the old downtown) as existed before the quoke. 
just one major center 

modern and effici The goal here Istocreate a moreit city by bringing employment and services closer to wherepopulation of Manegua is now living, and will live in the 
the 

future, thus reducing 
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overall travel time and costs between home, work,(The Nicaraguan public and private sectors, 
shopping and other services. 

and the VMUP and its consultants,have identified four major service and employment centers for the new city -the further line,')I clevelopm:r4 of the North Highway commercial/industrial strip,the continued dcvelopment of the Eastern Commercialsalient, the develcpment of the Western Commercia2 
Zone in the southeastern 

Inner By-Pass Road and the South 
Zone at the junction of theHighway, and the eventual redevelopment of theold downtown area s a fourth employment and service center). 

v. Residentiul areas
containing schools, 

in complete neighborhood units (urban cells)P.ealth centers, parks, and small commercial areas should bedoveloped in relation to major industrial and commercial employment centers. 

vi. Early and significant attention throughout the reconstructionshould be directed to the problems of the low income population,resent those mos, since they repseverely effected by the quake and those that could if not providedalternatives most easily relocate in and around the destroyed and damaged areas,thus reconcentratin. 
 the city at the pre-quake higher densities. Thus,
phasis in the early reconstruction should be placed on 
major em

improving and expandinglow cost housing, particularly in the southeastern areas of the city. 

vii. The destroyed city center should bearea of civic buildin-1s, rebuilt as a non-residentialparks and open arecas over fault lines, museums,ment offices and some governcommercial activities. Land use and circulation systemsshould be developed simultaneously and should also take into consideration the verydangerous seismic conditions in the downtown area.a system of land ocquisition should first be developed,Detailed urban planning andbefore reconstruction beginsin the destroyed center of Managua . 

viii. To adequately complete

destroyed urban core cnd I 

the detailed planning for Managua's
cavily duminciped cr ens, (ndcontrolled return prevent a hasty aridto thf.% arens, nw un
jor rebui ldlr:q activitie!s during theof the Jeconstfur c.) first stagesI'ould 'C (1imectedc into Ihiperiphry and former suburbanareas. In this r'qcrl:l, The tyre of r'co1V:,ruci0f activitie.s initiated since theearthquke should he corwFinued fur the next several years. 

The active nirticipationix. of the private sector should be encouraged throughout the reconstruction. 
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x. The reconstruction of Managua should be undertaken within a
 
national developme-t framework so as to permit the implementation of programs for
 
both Nicaraguan development and Managua reconstruction.
 

B. Basic Mechanisms for the Reconstruction: 

i. The GON's long-range urban and reconstruction planning capa
bilities should be immediately strengthened. 

ii. Consideration should be given to developing more detailed re
development plans for the old downtown and heavily damaged areas through the use
 
of public competitions.
 

iii. Special mechanisms should be developed to prevent uncontrolled 
and unplanned developments in the destroyed downtown area and in the heavily dam
aged areas of Mcnagua. 

iv. While the longer-rarirje planning for the reconstruction is being 
completed, an Immediate Action Program for the first stage of the reconstruction 
should be developed cnd implemented. The Immediate Action Program should be 
based on the urban planning and analysis already completed and direct major at
tention at developing and exixinding vital public facilities destroyed by the quake, 
and expanding and improving the existing infrastructure network. 

v. Positive incentives such as the creation of special "poles of 
attraction", other infirstructure magnets, and special policies should be developed 
to facilitate the overall deconcentrotion of Managua throughout the reconstruction. 

vi. A special Government of Nicaragua Land Purchase Fund should 
be established and fLnded to facilitate the implementation of the Immediate Action 
Programin. 

vii. Duuin the carliest stages of the reconstruction,3o as to promote 
the overall deconcent'ut ion of Mouncr3fua, major ottention should be directed at con
tinuing improv'ments in the peripheral road system. 
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viii. The rebuilding of vital public facilities destroyed or disruptedby the earthquake should be continued during the earliest stages of the reconstruction. 

ix. A central planning authority should have prior approval rightsfor oil public- and private sector building activities in Managua. 

x. The Immediate Action Program should be implemented through
existing GON planning, coordination and implementation agencies.
 

xi. A possible new Manaquu Redevelopment Corporation or Authority, including pojsible mechanisms for land acquisition and land transfers for tiledowntown section and other heavily damaged creas, should be studied and developedfor implementation during a second stage of the reconstruction. 

xi iL. Special credit and training programs should be designed and
implemented in the earliest stages of the reconstruction for attacking critical
bottlenecks for the reconstruction, assisting the development of small enterprises
and aiding low incorne families to make satisfactory living adjustments, in accordance with the ove:oll deconcentration of Managua. 

xiii. Special attention should be directed at increasing the capacityof the Nicaraguan construction and building supply industries, and developingmechanisms for encouraging the importation of additional capacity and supplies. 

xiv. As part of the Immecdiate Action Program a more detailed transportation plan should be developed for Managua in accordance with the controlled
growth pattern of the city. 
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SECTION IV " MANAGUA RECONSTRUCTION PROGRAM UNCLASSIFIED 

1. Background 

In carly CY-1974 the President of the National Emergency Commiteerequested the !Ainistry of Finance, as coordinator for reconstruction assistance,and the Vice-Ministry of Urban Planning to begin developing an Immediate ActionProgram for the first stage of the reconstruction of Managua (1974-76), as recommended by the Mexican Planners and the other consultants that have advised the
GON on reconstruction planning.

viously undertcken, 

Based on the urban analyses and planning preas described in Section III above,with assistance from the USAID and OAS, 
the VMUP and the MOF,initiated the development of an ImmediateAction Program containing policy guidelines and a description of individual constniction and other activities that the GON would expect to undertake within thisProgram over the rext several years while the longer-range and more detailed urbanmaster planning is underway. 

While the final version of the GON's Immediate Action Programbeing completed is nowthere is already basic agreement among the GON, the Presidentof the National Emergency Committee, the USAID and the professional urbanplanners on the objectives, concepts, principles and strategy to be contained in
the Program ard to be implemented 
asThis basic agreeme-nt 
the first planned stage of the reconstruction. 

as Annex 
is summarized in the GON's Letter of Application attachedD 
 and the Mission does not expect that what follows below will varyin substantial form from the final version of the
struction Progrcm. GON's Immediate Action Recon-
However, in any case,presented to the USAID 

this final GON document will beas a condition precedent to disbursement for other thanProgram Implementation Support Funds and will form 
 the basic policy guide for
the first stage of tle reconstnction effort. 

2. Recon iniction Stratcriv 

In summary, the dominant GON policy and theme of the Immediate ActionProgram will be the deconcentr~t ion of urban development, the rebuilding at lowerdensities and urder strict seismic controls, and the location of public arid privatesector facilities and services close to where Ihe populotion is living so as tocreatea more modern and efficient city and be'tter protect these facilities and servicesfrom the disruptive effects of future varthq ukes. In accordance with these plans,Managua will be rebuilt over an area of approximately 80 square klomneters,planned for a population of 650,000 by the end of the1985. 
197 0's, and 850,000 byThis city wou!d extend outward from the old urban core in three concentric 
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circles or rings 
F). 

to just beyond the Outer Beltway Road (see map included as AnnexSince the areas included in Zoneof Managua) and Zone Ii were 
I (the old downtown area and urban core 

aged by the earthquake, 
those areas destroyed and most extensively darm

well 
and req-'ire the most detailed reconstruction planning (asas the extensiv purclc:s oF land for the widening of steets and the creaatlionof open areas) reconstruction in these areas, 
 to the extent po.;ible, 
 will be deferreduntil the more dctai:ed and loneer-range urban p!onning is completed.of roconstruction for the immediate Future will there'fore 

The center 
with possibly some be Zone III and Zone IV,very limited activities in Zone II, and will be based on (n Immediate Action Program and basic urban development guidelines that ore now being
finalized for tile first stage of the reconstruction by an MOF/VMUP work group.
Technical personne', 


Project Implementation 
funded by AID's Grant Project for Program Management and
are assisting in this effort as well as technical personnelfrom the OAS. 

Thus, the Immediate Action Program will continue the outward and dcconcentrating thrusts that have characterized public and private sector developmentssince the earthquake by concentrating major GON rebuilding and infrastructureexpansion principally in Zones IIIinfrastructure netN.ork in Zones I 
'.id IV. A major airn will be to expand the basic:-,d IVstructure so as to begin replacing some of the infrathat will bn unuseable t,. urban rebuilding in Zones I and II. Programemphasis will be concentrated on expanding or upgrading existing commercial,
dustrial and residential areas in the periphery and former suburban 

in
be quickly developed into areas that can
"high leveraqe" magnets for attracting and pulling outward in a deconcentrated pattern additional private sector investnent. In addition,the expansion and dozoncentratioii of available infrastructure will assist in preventing on 
overly rapid return to the desthoyed and heavily damaledManagua that cou!d lead, areas ofaccording to the planners,hihly concentra-ed a-d densely populated new 

to the reconstitution of a

1931 eoul'hquake. Managua, as happened after the
Such a d.velop>aint would again leave Mana'ua dangerouslyexposed to the riKs of future q;eophysical occuronces and could lead to theestualishrylent of the inefficent urban system of old Managjua. 

re-
Action Piogram, therefore, The Immediatewill aim at developing newIll and IV, the ex:tension and upqrodin 

toads and streets in Zonesat other infrastructure such as water ane,sewer lines, electrical and tv'iLph-orne focilities, street Iiqhlts, housing and publicservices, and, as with Niv u n oua... 's ho1pital system, will use thelocation for the rebuilding of other public facilities as an instrument for promoting 
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the GON's deconcentration policy. Investments, to the extent possible, will begrouped in clusters to maximize overall impact and further develop the framework 
for a multi-centered new city. This positive approach to promoting the overall do
concentration of Aznagua is recommended by the planners, particularly Dr. John
 
Dyckman who says:
 

"Suc, positive actions are greatly to be preferred to reliance on negative controls. The task of policing strict land use controls 
is difficult a best, and would be a heavy drain on scarce adminis
trative resources at a time when these are solely needed for devel
opment tasks. There is some doubt in my mind that such controls 
could be effectively enforced for long in the absence of strong posi
tive locational factors v,hich 'induce' development at the desired 
places. In m, judgment, the best way to insure that certain align
ments are not built-upon is to attract the development to other sites, 
not to struggle to maintain their insulation from development in a 
situation in which development *ressures are intense. At the least,
the planners must siphon off some of that pressure. 

"It is ti.erefore important to move qusickly to create new 'poles'
of attraction, particularly toward the southeast . . . " * 

Thus, the Prst stage of the GON's reconstruction effort (the Immediate ActionProgram 1974-7e) will aim to create magnets and "poles of attraction" in the peripheryand former suburban areas. Through tie investments undertaken during this Program,
plus previous investments, it is expected, that over the next several years Manngua's 

"tilted"urban development ran be into a permanently deconcentrated pattern so
future urban growth will center nround, and radiate out from, 
that
 

several different serviceand employment centers. This in effect will plan and structure the previously sponta
neous reconstruction activities that have been initiated since the earthquake, asdescribed earlier. The Immediate Action Prcgram will then meld into a second re

' For additional details see Dyckman Paper attached as Annex 6 
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construction period, roughly covering the years 1977-80,more that will be guided bydetailed urban and .econstruction planning. It is expected that this secondstage reconstrucrion effort will continue to promote these earlier deconcentratingefforts as well as be.in rrovinj inward towards the morerequired complex reconstructioninZonc, I arid II. Thus,
the basic infras:ructure firimework 

by the end of the 19 7 0's the GON expects thatto carry the deconcentration of Mananuaas the Outer Beltwc.y as farRoad will be completed. The GON would then, in the 1 9 80 'sbegin extending the deconcentrotion strategy out beyond the immediate Managuaurban area, on a planned regional basis,
area and into Managua's greater metropolitanthat include; the five satellite cities of Tipitapa, Masaya, Granada, Diriambaand Jinotepe. Deconcentration would then be converted into anization effort to overall decentralccvelop a larger lowci density metropolitan region among Managuaand its five satellite cities. 

3. Reconstruction Plannincn Stroteqy 

Due to the immediate need for reconstruction of urgently needed public facilities and infrastructure in the period immediately after the earthquake,development much of thethV5 far undert.-:e 
results from 

has not had the benefit of the coordination thatthe uroxan planning process. Although formcjl planning wns lacking during this period, pioject activity was intuitively directed toward the periphery ofthe city. The end result was that both public and private investments followed apattern of deconceritrat lon, which was within the spirit of the Mexican Plan andIhe odvi,-e of the Urban Plannrs in general, although it lacked the Urbanspecific input,. PlannersSuch an ad hoc development process cancoordinated inves rments, 
result in scattered, uniorin n patterns of publica unes and services, committingcity to certainin I,:stnv.i::wiihout heiefit of a guiding program that delineatescot, timing end site. It is likely to-it sinutilities, c;ovmnrnr.t buildiiq; , 

e the public functions of trnsportation,etc. were 
replceinent of FuL; Iic 

severely crippled, the reconstruction and
f nchturs, including low und middle income
proctica lly housing will.>nti.o! th. futu;v( ii, tuse 
putt ,irn,critically affecting private sectorinvest ment dtcis ions. "lrl.pc.ss'i Ie dCLM ,CIis that functioncil project planning,without t1w .11.1it 
of u>l r p fnin 
which rimy 

,',ill impovise new and incomplete potterns,nue i6',r" y tfriv._, tpon puilic irriasiructue investments.ation could This siture ,.uit , i Uij-c o wunir..l ;nvestinr,ts thu t disreguad adequate timeframes, specific needs, or t!m public in general. 
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In response to the recent reconstruction related surge of development, theVice Ministry of Urban Planning is startincq upon aaction, which is 
new and significant course of
consistent with the recommendations of the Urban
perts and the Planning exin~ernational lending agencies.

of a long term comprehensive planning process, 
The piogram will include establishment 

of a 
which Will result in the formulationflexible maste." olin, responsive

city, to the long term reconstruction needs of thewhile at thc same time, establishing a process which will idewfydelineate specific projects ready for 
and clearly

financing. Such identification of projects willtake the form of locotion, size, cost, timing, etc. Periodically,process, in the planningsay onc, every calendar year, the. Vice Ministry of Urbancome Planning willforth with a fyckage of projects, fecasible of financing, after receiving proposals from 
tually be 

the va,ious operating agencies. The product of this exercise will aca Capita' Budget Program, which will enable the GON to time the implementation of projects in accordance with the national capability to finance andabsorb such projects. 

In the deveiopment of the specific projects, this planning process will serveto implement the kcy principles and policies recommended for the reconstruction 
effort: 

i.. Future growth directed away from the old city, with provision forsound traffic circulntion, ocdeqLute transportation and improvedand etx,)crided low and middle income housing; 

I1. Planned new core creas of public facilities and commercial devel
opment; 

1li. The od center ckm!irf; into a new complex of national govcmmental, commuiciul, iw.itutlional ond cultural functions, withparks over ftiult i;nes and low proportional building coverge; 

iv. Enforrcecl ntiseismic buildi(G construction; 

v. RRecons~ruclion imlcim.ni-,cd within a national developmennt frmme
work; 

v. The r;vute sector actively Frticipoling in the planning and imple
mentation process; end 
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oii. 	 An Immediate Action Program to influence public ond private
Investment toward decoricentratlon urd new inteqiated com
nuni ty arccas 

The first stcge in this ncw indItitive will be the completion of the "Immediate

Action Reco,.ttuctioi P'iorcram", tie most urgcnt
for clements of the planned do
concenltlotior, effort, followeni by tie ppearation und completion of a more 
detailed
 
final master plan, approximotuly two ycors later.
 

Civolin. an effective urban pkInn:II iie cap[X'bility in the Vice Ministry of Urban
 
Planning niciy I, a lcn j, slo.v pioce:.s. Io this process is
date r 	 in the early stages of
being irnpil,,uned, with ctr u'.sislrice being piovided jointly by the UN, OAS,

and A .JD. ec-iuse tLe Vice Mitnistry of Uibc n Planning is not yet operating at

full cajVJCity, it mrril, bc: nece.-'sry, for tie present, 
 ii) rely heavily upon the existing
inechaani.,i of th,. CONI li.:t V,,0Ss u:..d Io ilhrnt Oclivities under tihe Prorirarn Loan
 
(basically, I,, Ministr, of FiatOc,: ri ir'i,'iiduJl l.XUCuLtig qA v cies). Iission
 
stlolegy, hov ter, will Lt. In move :.vry Frolm tie lPiogram 
Loon planning piocess

towcards one I.,ed on on urbln p:nrri(Ir; firnnewol I. A. I. D.'s obitctive will be 

plovide tlc CON w/l t!e, cf!itil ' 

to
 
o,.:ices and technlcal or.-islance to fulfill
 

its reco,.,tiutii; rnu'd.;f,) for et l r st tho next three (3) years. so doing,
In it will
 
be guidc d by Ih! principit:. und policies .jtlinvd herei fter.
 

4. 	 Dr., iion ow.A] '. of Plhiniples ande Policy Franmewor k for the Reconstruction 

Ba,,_'d n Ii10 urlon pl.ini sic; 011d ullysis alreody compleled, the Government
 
or. Nlickirorl;l', I:', . ici',.' I i Ji frnmewvok
pulklic.y for the reconstruction thus 
,vrolir-. it to cove fo,,' ; fe, "Ij mt, Irlredi(li. Action Proirrir i s recommended
 
by fir: CON's ur.air nj'in,,i-; r onul:rnls Il
Iris oirorn is bein.g completed, is
 
!orflr-rriigcd 
 I(CN',. of iApi,licorrionin the l. -:!. and will be ptreed to the USAID 
(IS C, C ndit ():r i".ct :1U 1 . ,.:u,..e rt of A .. I). lonn funds. In sumnxry, the
l'ocjrorn WIll .,virh d:,ic,,,: t, cvr.lts to p 1o 0 logical sequence of public

and privote iuv,![, .I.: in IF. p lil it'ri 'rl" of r ; u. At the same time, it
will proviide irr'rctivi., to , .. c!u'.ri reCne .na tr inl that p'n tion of the city t'..t 
V,'Cs nrost 1-;.(yC:jr,:b, t"e'ec lk.-u * IA .(i:lncenttrtcd frltern of activities,C 
wit ln thc t,'. 'f,;".ucl ar ,: v. i 1 h, c r' c,,,,ned , y phicinn eimphrnsis tipon tie pro
motion of nv. s',wvn.ts 1 u: nid i ivole,;wrv f)ulic ond :iuiding lire location of the some. 
[ss.ntially this ','.'ill involve Iinforcing and infelli "ntly structuring naturol trends 
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in the city's development, and to the extent possible, preventing uncontrolled,
 
hasty and unpiunred invstments that could ,give rise to extra costs in transportation
 
and infrastructure. lhcse incrrtnnts in development 
will therefot! be contioilL.d 
by lonq-tern policies, the key- to implementation of which will be tle creation of 
sound urban planninq; and investment incctri ives and/'or restrictions. The following 
outlines the prirci (lesand policies that will serve as the cuiding 	structure for the 
GON's Immediate Action Pro ;: am, and later reconstruction stqes. In accoid'mnce
 
with the urban planning proces desciibed above in Part 3, these nuide lines will
 
continue to be 
 refined and e;iyxnded in .qirater detail throughout the reconstruction 
so as to insure that the rebuildinrj takes place in an orderly, structured, logicr2l
and practical manner; consistent with tie highest aspirations of tlhe reconstruction 
effort in achievinc, physical, econonic and social well being for all of the resi
dents of Managua. 

a. Direction of Gro',. and Genraol Corrr,;irion of the City: BeCCIUs of 
geographic con'.ioerations ut. i1v pl.:,cent location Ot industry, futur(: deconrentirated 
growth will be directed tcrv.-ad tin: soulh cnd east of tie old city. hTheindustlial com
position of the city will be rn:rin'iried and wokers housinr; and tramn portotionr will 
be closely related tirci'eto. 'lfix popuLkticni exx'cted by 1980 will bo aibout 6_50, 000, 
requirnr) cornpf(nernsive uri!:lr plarniuq of ,ippro.imrctely L30 square ki lometers (W,;ce 
the old city of 19/21, with clowv coopa',ticn, of public and privolte planning, in
cluding investmrnts in ihousirij, husini- s and indu.ry. 

Prelinic-r7 studies of pupuluon r ro'vtli in Mnac~gua indicote thefol lowing: 

i. 	 Pecovery I,, tn ,out 1976 of all of Ih Ipre-earthqJrnk. 

ii. 	 Nee-d hy IP.,'176 for sowv . oeoi urr land. 

iii. 	 lv .,,-, i .r,'' ool t.f a av. I 972, say 650, 0DO 
(b:r',;c iii',til, ti:,uhtion (jr,,'tr tritv of 7( , plus ': di

(2t?:( Wfit( h PrU: 11(111 1i'01 'rd -_ veCry i u1 
I txt:r,ru., Cf )'M(r1,1 I,;i!(r ( lP,'cle(d to (r s., from the 

Ipop 18 tiO l i, l,'lo.v 115 yte-1 of rr'If. -- 48 . 

iv. By 1 80 crn ircrcc.s, in tf, titbcon land area of almost 100% 
over 	the I972 OICa. (,-.uniid population density declines 

2 
t r oi. 11, 00 0 to 13,000 perfon Km to 8,000 
to i0,nr10 dur to drconcentrntion effort-). 
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b. Planr'ed Deconcentrotloi of Publiefforts will bI'-m ard Pri vnte Inv.strment: M'zjortmodc-co L"c".trate pr-T-1-Cc" P&WIc invE'str:s wbile studying the best use for Ihe center of the city. Such a deconcentroti or -:tternwillLe carefully planned and sub.'qucntIy iteplernfntd by incentives cnd/or restric
tiv measures. 

A mno:'. the mu jor obLj-ctives of this pio.O ovn will be to in ance the es
tablishment of e.nployment eic- sevice nucIhi, outside of the old centerto serve as of Marnquo,the v.'orkng and scrvice core orcas of new communities.purpose centers rnri/ 1lhese multiinclude ir.1us1tri Ci0rc:, ic or it:,titutiotto Ifacilities are re.ded, , . Many suchand nira, busine',cs ore sevkhq 6l4eus served Iy such oncillhys us bus wtstico's, husii .n. offices, sc 1mols, clinics, nutl-.ets, etc.pose of these cert r:. willi he muir purto promote tA. orderly deconcei trnted t conshuc lion

of the city of M',.r,!juc.
 

The crdnicipotud v.om.',h in populltion .ill be,directed into threemnajor commLuniti'.. mv.,Of 100, (0.J -- 200, DUO CnC1h, Co11tinitcluteI Of puLtA n I0oW MUtli-purposUI 101ciliN ., pw, htsi essu5 and smaIll illusri.s. oscivirc jl sh th eand cLm'Rt.,,ernI c,-It. m wi will V 0ciici pch,)', of (1dV';nc, OcUuisition of
ki nd mitd advotti ct pkinirlt i
 

SpeckI trupn-. .illbe piv.. to ite r d stivices fo:IOw-Mncome nrtv,, pi ojecIs ofhltnu-n 
 1 t b . loc -, neg tie. p;rt nmd iropose indushi.l "d cominercial ct-titrs, l~i mc in sionvt m tu isijth reo.; cmm'irinitit'% 05s w, 11existin.q ''O:ttc-,, .itril et osLi:. 1 inr- i,.,Ir rA s rltrIsl,comn:rrcial cvt.,, ic 
F ,4ts, l~l c: ttitcn s srr llIv iective vili ito ptovidermrunity frcilit ,' : 

th. full rirmqe of comt.:mix(MIbi to ' Ar 

Iro11,- poliLcy . 'Pp i 
tt 

!:inou th(, I(;'. FirLc',s ht lte ct. 

o
 

popL)lcu 
t, iW ity will !I th,th'e (li:,pl((,d low-incomeinor c, F'Iny r, r,,t t'rir , & Ilrid and lio.us-r'. lIrifr p opO:tlion ofthet f:-pII1atiort :Molt : L1il 'S5I-(
thet sir wi';1l 5e I t~ju~
\'. n-bat will rtovidwt Io oifset .irIt ,l ( .I tirnot It-och dowr.n to the cruxtIe ; . I iI t. d 

o)fpII I19 III . I ,ru 'i, . :1t.!Vis friuSt i1V (;liic l.'ltbe C"'r isII d (Ind Pro:rrcms w illt klId . i ip , -';icr,,t ,, ti,1 ; '',,ti) I s-I vic .. Ind ncl i ti,.es 

Attrntionr%will h,,.f.,:idl
) o mniddle-ic ome families,supply was also d,.r.tinlly u ected. I1I 
whos, iou-ing 

, I !ga io rn will be specificcally.sim ,d,:t 
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satisfying tho needs cf this group, again directing investment in housing projects 
towards the outskirrs of the city and in close proximity to the new multi-purpose 
centers. 

A circtlation and transportation system must be provided that will: 

i. 	 Bypass the center of the city, 

ii. 	 Connect the satellite centers with each other, and 

iii. 	 Serve Ihe community core areas of shopping, industry and 
public functions. 

Time 	and cost in getting to and from work will be minimized, and the city need not 
suffer 	the traffic congestion thct character izes the sinqle-centered metropolis. 

To imnplement tkis concept it is necessary fo the new service cores of 
communities to ;co inte dve1 cpment more quickly than the restorct on of the old 
center, or ke fort scutteced sites everyv-Ihe clong improved roads indiscrirnivlely 
capture commrnlty fnciliti(, cd corun icial investmert. It will be advisable fo 
the GON to odcolpt n policy of udvirrce ocquisition of land fo, adequate service 
center-s plus irIf r r,,ctulf. 	 , (irecas as attractive centers of inv slrent ' tct r.,toiblish tlici 
for public farcilitieS, cornm'ct, and indItry. The lcnd acquisition "bliyk" would 
irclucle f[irc.ls it '.;:,mic iu it -uncs, n,:eded hi;hv.-cy outes ind interclIno* ar- as, 
wcvtvr crnd sev/,mrf i'd of '.'. ry, rrlira roursecs, x:r ': crnd recreation areas, pFrl)lic 
buildirnq sites, and ('11 otI-r ccrrimnlty (Irrd iristitutioncl sites. Further, the 'knd 
banIk would iraC: uh 1rrrd) fo; iiifd .tric, I f-i, s, :r e for cr(c m rcir l a d local lipht 
industry in tlh, .ir\e cur,, :11 of ., ii(Jinrry eventri), hle sold o lewed to 
piivlte erterp isr, with pre.ferecnce to nekiclitd husirrsses and industries. 

1he m(iol .ys to sA cl a dVoc(rieenrtra tion effort are: 

i. 	 lhe luind use plan. 

ii . Clustering of public facilities andJ commercial and 
lipht industries. 

iii. 	 Inter agency coordination. 
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iv. Favoring projects which have the greatest leverage for 
deconcentration, and also the highest on-site employment 
potential. 

CorComposition of theOl iKetrc. 0sId City Center: 1he GON intends that the oldcity will be E711 as a n siiTJFareci of civic buildings, porks over fault lines,museums, governments activities and some low density commercial activities. Everyeffort will be nic!e to rebuild the old center of Managua as an entirely different,safer, more op-2n monumental iarea, requiring the pooling of small pieces of propertyand elimination of minorsteets New fivotjble re locolion policies, a system of
payment using b.onds, hi' .r proporti on 
of open sti ce, off street rxrking, porks andplazas, pecle--trian malls ond.,Wcldesig,,d antiseismict ,uildinqs will be studi -Jdur
ing the Immedialo Action Pro jram. 

!, riew natiowil i stitktior -I center will complement tfie decon cuntratedmetropolitar .nr ty, but .vil n-.t tconip..e with the n- w communiLt service cores. Thep1ocedure will inivolve u.ea I,,.dn iel.,ructurinq andrc locution effort compctahl' to amajor urban rene.,.al pro::'rn in the L.nild Slatcs. Sp(ecinl conid4urtion will be
given to relocl; 7,t the irt,:e.:.Is of pri".cent 
 Frio- ,rly, u.)'.'fers either in the new olloricialcenter or in te vuwccnrnmnril)' cenlters, ncccrd1nr to their opei(ilionnI needs. 

This miy ,,,(!C'T by )uhlic :uilion of most of the 7,000 par celsne qotiation, erAd bythot cr.r.rnot b(! s.onliued, by, ,:<proprintinri. Properly owners ,'c,uld b( .U:lI fS:) iehy T,I , (If L , iCot'I;-) ificcte,Irr c' "t eprscnin- p-nerhaps60'., of the .:rth~ithe O:-iI,l *. 1urithatOf wIU, all piop lty o.-irc '. willshale. in the l.,,i l'.s ;:',.,1rw- or h,,.r cer: ,nr' le.d rif"L'qJi1 irnsun rIce from this lostcciu.e-d by the, i.rr hU L. or ,1Th,".e cr.rli rt,s. b . could he redleemed ( a sapecialdiScourIt fr ,' ,ce or I. , o f laid in,c:v, of the s,,'vice cOnr, on tire periplryor relocoti,.rr rip' . .illthe,. Since. 5( 11 bo . ,J rqucrc';,t(.e a modest ieturnin interest, :r ,. *-''c.. : o..01', miqht-rty. c t-to told tle( instrument torn u101lyy R" ..':,r e:.'I%n, ; ;" I '?rc ,,Tea? 1 L 1) Ib)a p nU:lic cornpet itioni,Could t.L.e plI r' I;': vo' ;rrnrortC e i,, . , cqui ,d th, Centiol lurnd., or sirrultonieolusly. V.hwr k, n';ned(' , hcn. ir.,n v.'ork d cut, i, o wovennt will in ti,!ea ( .s ,ve pro-i n . I Ifto fI'c(-)ns i .f1 1uc ti e; are) tlhen sole or Icnse ofvariouis new.' dIe:.i::ned him'. fx-cels of I'd iit occodince with a r,,.-fy establishedplan and u 
1 sedpv.p',i- n',,lem, includii,; ifr fnnsiructenc cost. The most practicalway of ire plemi nrtin ris owN'C1in poce dure would he by the establishment of aReconstruct ion Cbrporation with the necssc iy authorization for land acquisition, 
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and disposition, and authority to issue relocation bonds. So constituted, the Car
poration could alro function in the new community cores, in similar fashion, imple
menting the deconcentration objective described above. 

It would appear desirable for the Government to enact measures whichwould prevent any haphazard development of the center until the Corporation wasfunctioning. Such measures could limit the land uses in the area to those absolutelyessential for the heolth and welfare, e.g. public uses, parks, interim transportation
terminals, building materials yards, etc. Such uses could be limited to a specific
period. Land use 
pxtterns and circulation will be designed in consideration of seismic zones. These restrictions are especially important in the planning interim, to avoidgenerating more population or need for additional services, and avoid a cycle resulting in uncont'olled reconstruction. Restriction of illegally established uses

would have to be rigourously enforced, simullaneously.
 

d. Strict Control to Insure Anri-Seismic Co-rstruction: There will be continuous review'--an revision, wV're nece:vr,, 
of the bi'1q Codes to insure thai
building plans coiiply, to the maximum extent feasib Ic, 
 with anti -se ismi c construction
standards. This will tequie cooperation. of all builders, architects, engineers and owners of dariciqed propel:y, vii h c loe(t attention poid to seismic and foundation canditions, avoidcince of the vor.,t fcult ocas, provision of optimum open space between
buildings (for fire safety), off sti et parkini, tree plant ing, open air, light and .I>Ace.The seismic corridors including public and p ivate lunds slould be used as green space 

Contiorruv-ru s Cffor , will be Iroiciv to strengthen the capocity of the enforcing agency, 
 the Vice V,iIn:,try of ULar, Plrrninc, to assure thal both private
and public constructicri cor1.,lies vwit I Ihe ccnstructior codes. Moreover, efforts

will be made to osuisli the priv.;eW sector 
to Ietler understond its responsibilities to
comply with the codes. This vill be ncconpl ished by on educationcil program wlnich
will be designed to c':.ist honl 
 the pLIbliC (rd piivatt sectors. On the job training aswell as actucl Ipl'in review, ."rnr-c Vcsrry by U.S. and third country technicians 
is anticipa-ted as rxrIt of Ibis p., iram. 

e. FIslI ,.Develi.-. -tit onvrl Reconst rrictlonof I., Planninn Fr mework:
The reconstrutcl ionp; l for r ufeu.r usre0r arel'u y staged in relaion toavailabilities of hodh rotioncl ad interuutional -resources,manpower, construction 
industry capacity, nflationary pressures and other national development needs.
Consideration must ailso be niven to the effect of ieconstruction upon the devel
opment of other cifties in NicaiaCIua arnd overall levels of reconstruclion. 
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In order to deal with these requirements the GON plansefforts, initiated in 1973, to continue itswith the INCAE Advisory Center,national reconstruction planning framework. 
to expand further its 

the Immediate This work would be continued duringAction Program and will aim at developing a more effective nationalplanning capability. 

f. Active Particirltion of the Prviate Sector:of the Managu'I reconstructionl As agreed by all observers scene, the active participation, of the Nicaraguanprivate sector in the planninp and implementotion of the reconstruction is essential.The GON is aware of this need and plans to undertake the following actions:c progran of corltinuous dialogue between the public and private sectors, 
(1) 

cipation of the prtiv.fle sector (2) partiin the fornILlotion and implementation of urban developmenl plans throu.!i public corrpolition, seminors, exchange of ideas, etc., and(3) revitalizing ;le Private Sector Advisory Ponnel. 

g. Pier~iiion of"Fje;j Immedial, Acti n Prorirm: Based on the urban 
Planning and- 11.0 ullenc, cpleAction Reconstroc;t-in Program ted ?UI tc.u nlluction,shoul,Id be Undexrtaten while Ie an Immodiate 
plannin,; is beinr, lonqer-runge m:isterdeverped ovor the next t'v.'o y'ears. \Vithin this Proqi Impieces criticalof public ;r'fhstructu;e r-id csentio, buildings such as markets, henschools, (nd 'ovrnwtnt alth centers,offic,.s d,-.troyed oirebuilt or expjirdNed 

distupled by the cuithctuokc, would bein accoi d.-cmr 
Pioicyin would hric!-

with the nlhjvc guidelines and principles., ti,, C;Jp I t 'e. n tile vri'rclency F, 
This 

iod followinaqucke and the earththe recc.istruction en ic;ds that will be based on more detailed urban
deve ICloment plonr 

5. Dc-scritio: - I wis-.ilcl.f Action Pronran 

lhe GO I'i It oediite A:tion Pr oqrmn, for tl;e first rl .incd stage of theconstrction Vt''isud 1)woull re-I; principl.. und policy frumnevorkthe CIIo-. mentioned inW,'ti.s. 1(., b5sic r' 
Urid! sn 

to be pnorn::ot d by the Immediate ActionProgr I :rl t -1by th j c; c-rd A I ). [k n sector reconstruction loan,w o u ld h oeth : C ven 4n : 1it',( dr .Cy ( ; mjn .,
growth ond de Ir~r, 
1 I licy o f d eco n c(.n tra tirqn umba n
it C!s' to ;Ohiild 0cfliC' modem,,

safr , efficient and :.eirflcotlyh, I0:-n;cjijru, c tior, r cqp rn , however, wouldthan the A. I. D. encomip ss moreL,11,, It would he the
the GON's 

Liquidfor other lendinq aqencies and foro-n direct inw.',tm.:ts. The A.I.D. loan would fit into thefill an important Program,financial gap, and would be eligible to finance activities in 
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various components of the Program. 

Tho GON's Immediate Action Program will have the following major specific 
objectives: 

i. 	 Expansion of the number and quality of housing units in Managua,
particurarly low cost housing for the lowest income citizens. 

ii. 	 Continue and expand the current program to upgrade the VMUP's 
urbo;i planning capabilities and undertake high priority studies 
for ion'er-range reconstruction. 

iii. 	 Undertoke a public design competition for Managua's destroyed 
urban core and other heavily damaged areas. 

iv. 	Develop further analysis for the establishment of a Land Bank for 
carrying out future stages of the reconstruction. 

v. 	 Continuc the pro.1ram initiated in the emergency period of re
building and expanding vital public focilities (schools, markets, 
bus termincils, government office facilities, health centers, etc.) 
destroyed or disrupted by the earthquake. 

vi .	 Continue the pro,iram initiated during the emcraency period of 
expaidinj ard strentl,,2nino greater Mni, gua's peripheral and 
subur!on rorid system. 

vii .	 Utilization of the- above activities to promote the continued re
building of a deconcentuted city that con more efficiently service 
the popu lit ion of tv iwiciu, and more sofely withstand the disruptive 
effects of future 'arthquol:es. 

viii. Initiate on immediate proIiram for developing open and green areas 
over sorne of tie most dlcnnr'rous seismic an(; fault areas that have 
now been idcntified. 

ix. Facilitate additional credit to the many small enterprises destroyed
by the ecrthquake and design special credit, training and other 
program- and policies for dealing with critical bottlenecks for the 
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reconstruction such as construction capacity, building supplies,
transportation, etc. 

x. Continue to refine and develop a national reconstruction planningframework that would indicate the optimal allocation of investment resources between national development and Mangua reconstruction. 

The A.I.D. Urban Sector Reconstruction Loan would be available for supportingactivities in all of the above areas of the Immediate Action Program, except for housingconstruction which is covered by a separate A.1.D. Low Cost Housing Loan now pendingauthorization. An illustrative list of activities that would be eligible for financingwithin the Immediate Action Program has been developed with the Ministry of Finance,the Vice Ministry of Urban Plonning and other Government agencies is attached asAnnex G . Thi5 list is currently being expanded by the VMUP as part of the
continuous capital budget proce.s which is described in Section VI. 
 It is this sameactivity identificaticn/budgetng process which will be the basis for the ClAP 

sentation later this year. 

pre-


The GON's !mmediate Action Program will provide for the financing of
approximately $170 million of reconstruction related activities. 
 Funds will be usedfor carrying out tle objecuives listed above, will be planned and committed in 1975and 1976, with overall disbursements in the period 1975-78. Between $75.0 and
$80.0 million of the Program will be financed by GON 
resources with approximately$93.0 rnillion finan:ed from international lending sources. Since the ImmediateAction Program is still being refined and finali-:'ed slight vaiiations in magnitudes may
develop in the fut',re." (A more 
detailed economic analysis of the GON's ImmediateAction Program follows below in Part 7.) 

6. Technical Analysis of Imme\diate Action Prjrm 
This part of the CAP will ieview the technical completeness of the principles
and policy of the CON' s reconstruclion prorram, 
 the extent of GON commitment
to the adoption of thest- principles cind implementation of these policies, and will
review alditional feL.nical development 
 cqJ ired for these principles and policy.Part Seven will then follow with an 

q 
economic analysis of the GON's Immediate 

Action Progqram. 

a. Planned P"constnct ion of t,.Wnnoqua with Growth D[rected Toward Southand East of th !(jid C"f--. ...~~~~~~~. T r -n ~'-,...l u ;.r ~ fgIgenetaT c o m o it o t [ e: .. city,l y
anddirec-t ion-o-- t' l;r h to the soulh and east has been the subj ect of a generalconsensus, as prev\ou. ly indicated. The only further pledge necessary to assure thatthe principle will be maintulned Is o guaranity that the GON will continue to assurethat the principle is in accordc nce vith current needs. This, in effect, requires continued study and revision of the urban planning guidelines, including land use, tiaffic 

For example, the USAID pleased to learn,was that after the presentation of the

GON's Letter of Application, additional foreign resources were added to the total
Immediale Action Program. ihis increased the..rogrm from originally plannedan$150 million to $170 million. 
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circulation, etc., to the point where an adequate, flexible, Master Plan is completed.The GON has already initiated this process and has made a commitment that it wI Igo forward with this activity, in support of the Reconstruction effort. 

b. Planned Deconcentration of Public and Private Investment and Composition of the Center: 
 The GON is clearly making a commitment to this principle
by limiting the investment from this loan to the area between the By-Pass and the
future Outer Beltway Road. This investment as previously described, will be made
in the form of infinstructuie and public facilities within specific new 
"Poles of Attraction" on the periphery of the city. It is anticipated that this investment willattract private inve tment, and that the entire process will be carried out in a
 
planned coordinated manner.
 

Given the possibility of a totally uncontrolled return to the center, theGON will undertake measures, to insure that efforts will actually be mode to detersuch haphazard development of the cainter. For example, during this interim period,
the GON will give assurances that 
 various technical studies will be undertaken, adesign competition sponsored, and such other measures as necessary to defer activity

in this area until, it isclear that future development of the city has been 
 "tilled"
 
toward the periphery.
 

c. Strict Control to Insure Anti-Seisrnic Construction: The technicalcapability to enforce the code provisiors is being strengthened with the help of
the A.I.D. technical assistance program, 
 and the Vice Ministry of Urban Planning
has, in the opinion of USAID, 
 shown pood faith in enforcing the anti-seismic provisions of the Buil ing Code. It is expected that this will continue. 

d. Conistenc of Rcconstrucfion Plon with NationolI Economic ne,elop
ment: Independent u 
 and the important insti;utions TinNicaragua, cor.erncd with this pioblm, such as INCAE, the Centra Bank, National Planning Olfize, indicate that the proram proposed is compatible withNational Planning oLiectives. It is expected that the Vice Ministry of UrbanPlanning will continue to regularly confer with the National Planning Office toguaiantee that thL recons.truction effort will continue to be compatible with 

national objectives and limitations. 

e. Parti:ipation by thePrivate Sector: It is expected that the GON willtake steps to reactivcte lhe Private Sector Advisory Ponnel and make special effortsto maint'jin a dialogie with the Private Sector throughout the life of the Immediate 
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Action Program through this Pannel. 

f. 	 The Immediate Action Reconstructionplement thle mtimportant components 
Program- This Program will im-

Program concent.clting on 
of"the urgently needed reconstructionthe deconcentration of public and private investmentguided by a Master Planning Poc"ss and a Capitul Budgeting Sy em. 	 It will also

insure compliance of the further development of a reconstruct"work and a dialogue with the private sector. 
,1 planning frame-


At the 
same 	 time, itcompliance with the antiseismic provisions of the Building Codes. 	
will guarantee
 
A program
also be included for activities to be undertaken in the old center, 

will
deconcentration prcgram is under way. 	 while the plannedThe Immediate Action Program will be outlined in detail by a Tir'ne-Phased Implementation Plan. 

While the final version o.refined and completed, 
the GON's Immediote Action Program isit 	 now beingis expected that the final document will contain the following elements cnd will be presented to the USAID as adisbursement condition precedent tofor Urban Sector Reconstruction Loan: 

i. A desciiption of the GON's overall Immediate Action Program.(Since materiol contained in the CAP is drawn from theLette; GON'sof Application and negotiations with the President of theNational Emergency Committee,
expected that the 	

the MOF and VMUP, it is notfinal version of the Immediate Action Programwill rubstantirIlly vary from the material contained in this CAP). 
ii. 	 The po!icies, guidelines and objectives thet will be utilized for
implementinq 
 the Immediate Action Progiam (thteseguidelines and objectives will be dawn from 

policies, 
the existing urbananalysis and plonning and are described in the above paragraphs). 

iii. 	 Additiornal descri-ptive and ano!l>tic material areas 	 on the geographicof concewrtration for thf,. Immediate Action Program,potential activities that 	 and 
can be undertaken within each areawithin the tinefrcune of the Procgram. (T/heareas 	of concentrcation for the 

broad geographic
Program are now known, as described in other sections of the CAp, and on illustrative list ofactivit:es is attached as Annex 
 G ).
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iv. 	 A de.;cription of the reconstruction planning and special studies
 
that will be undertaken by the VMUP as part of the Immediate
 
Action Program. (An illustrative list of these studies is attached
 
as Annex 14 ).
 

v. 	 A description of the public competition to be undertaken for the
 
destroyc:d center of Managua and heavily damaged areas during
 
the Immediate Action Program.
 

v. 	 A capital budget for activities to be implemented in the Immediate 
Action Program indicating the phasing of individual Program 
activities and sources of financing for the capital budget. 

vii. 	 A time-phased implementation plan for carrying out planning, con
struction and other major activities included in the Immediate Action 
Program. 

viii. 	 Measurcs being undertaken to ensure compliance with the anti
seismic provisions of the building code. 

ix. 	 Measures being taken to develop further a national reconstruction 
planning framework to guide future reconstruction and national 
development planning. 

x. 	 Measures being taken to obtain the participation of the private 
sector in reconstruction planning and implementation. 

xi. 	 Measures being undertaken, or to be taken to assure that the GON 
will recuperate its investment in infrastructure in the areas of 
concentration for the Program, through the utilization of the 
already existing tax system or by tax reform. 
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7. Economic Analy sis of Irnediate Action Program 

a. Introdu ctiorn 

In lhis sectio:, we shall develop the budgetary andi balance of 
panents gap analysis id,"signed to answer the to].)]owing questions:
to what: cxt eot is th, CON dependetit on foreign loans to provide
the resources to finanice its pulic investment expend it1ures? How
much of its investment requiroeo ts can the CON be expected to 
finance frm its own r,,soures? How large i.s the recmnntructimon 
component in the overa l.] pub.ic invesunent prigram,,? Otis aralysi.s
will covor lhe maint glmtuary a counts of the Central Grverimrent
and of the c so] l Ida-,I pub] its.e.ctor, as we]] as a balance of pay
ments nnl .,'.ii] wtt ir,:jectiniiis throngh 14,76. .e sall also review
Nicarapua's sei -h,.']p ,l .'orts in the f'i.scal field anid its f ture 
i ntentio:ns in this area, and expi,]ire the extent to which cuirrent 
CON plaririg and po.licy' conform to the tU.jectives formul.ated by
INCAE in its Agenda for Recmista.n.Lti on and I)\elolment. 

At: the time of this writi g, a majo r p1an ning eWffort is under 
way in the CON, A C Ord.i.nating Cmnitteu cisitsting or rpreen
tatives f'm, the Nat i,: :al Pltanning OFFice, ll., >initry oFinanic(.,if 

the Vice Hinist;i:ry of F'rban Plannung, the Ctitral. Hank 
 and tle
M:i.nis try ar ,or, in huic SorpingiF dl,' a pubJiic 
sector i niv'slimo(nt prra.u:u for .1"75-70, but a nulmhr oF key d.cisions. 
;ire. shti lI 1 I:' mail,, ;n 1 only fr.:.'tni.'r illiufl-,ati on i.. avai ahlm.. 
at tis tip:c. A hi a ilrd~ Oppraihmral jmropratm existls for 1 i74 ur(iv. 
Poo' J1i75 ;" KtI!(yi ii, iir inflinaiti it is ha -.i dhonii lie ful owl ip du'it 
Imt nott tati 

(1) A rpc(ont- I Pifl i ni PlanttPrmpT rid by 1ht Vice Minii stry of' 
Urban l'] n'iiing rirr,-'.1,. consisting (i , "i.i.mi llion irojectsQ4t in 
to be i 1m ,lrai,.d in 1W . in g",, T'M arty. - li st wil ,imV, tut:il1 
grow t, .1 , . I ,:.I I! iIn - $2(op m i .] iJ i wort h .,r proj Pots. Thy
Im.,uedil t , :',A i H 1'i'r;ini ctrrL' ly in p','jaral fun, as '.1 aIid I : 

project , Ih. ,: 'tlt,,i n'tl'-ttriiwt.'e'l i' i'iii ith: h] Iri, ivn're dl'wi wI ,, 
this 10iL. 

(2) I'rl il ina ..y rojections of revetius at! ',':.menrmliti-r.,,I
the cons nidated piubl ic sctor prepared by the ( ffi.ce of P]anning 
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for 1975-79. These projections are now being refited by the
 
Coordinating Committee.
 

(3) Tentative information regarding the lending plans of the
 
international 
financial organizations to finance reconstruction.
 
This information has been used to prepare the surmnary of the major
 
sources of funds for the Immediate Action Program presented in
 
Table 1.
 

(4) The INCAE Agenda for Reconstruction and Development, a
 
statement of major objectives and policies guidelines in the area of
 
public investment, reconstruction priorities, export diversification,
 
tax policy, etc., to guide planners in formulating a development and
 
reconstruction plan for 1975-79.
 

b. Immed iate Action Program
 

The information on the tn-mccdiate Action Program presented here
 
was developed by the GON work iNg in close collaboration with the
 
Mission. The list of illustrative activities to be undertaken under
 
the proponed Prom.ram (listed in Annex G ) was prepared by the Vice
 
Ministry of Urbai Planning and 
the Ministry of Finnice in coordinatcion
 
with the USAID. "ihe program to IInanice the Immc diate Actiocm Proyr ;cm 
presented in Table 1 was discussed exten:fv,ly with k eneral S(,mozaI, 
the Chief if The Planning Ofi ice, the Vice llni.i-,r of Urban Planining, 
the Minister of Finance, and the President of the Central Bank. They 
all indicated that they anticipated no difficulty with respect to 
either financing or i:;plementat ion. 

In the plojctctd financing of the Irmediate Action Program (Table 1),
the CON counlterpairt !or the AID Urban Succtr Recon:;tructioni Loan was 
set at $4(0 mllli,,l , inclusi;ve oft outliav required for the purcha;e of 
land In the new Niu,iu area for inlraniaicture, rivllt-f-ways, and 
sites for public f acilitlie;. The (ON w,,ill,, thus b financing 61.5'7, 
of the total c,:;t of th, project. A cunit,'rlarL contribution of 
$40 millicn draw.n o coins iderable .c:nount. ,, coultterpart into this 
program which could be used as; the bin fo r obtaininlqV additional 
foreign 1.iln;chyi;i,. l the inLu'rnatLii. ,cun.cie,. The Mi::;uti, 
therefore, urges that the ;( bo permiLl, led to apply s,,me portion of 
this $4D mill'on con:.ribtlt. icil .a:; couteiic rt tor So:mc oLher InLerna
tional ai;qncy rcontrtcmon lin inT ci;, a shortage of CON ccumnter
part fund15 should bo'cone a btt lneck in se'curing additlonal funds 
for reconstruction tram the international agencies over 1975-79. 

We propose,: tht loan conditions be made flxible enough to permit
 
some reallocation of the CON counterpart in the event the need for
 
such reallocation should arise during the implementation of the
 
Imnediate Action Plan.
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Table 1
 

Projected Financing of Immediate Action
Public Investnrint Protwam for Mnnagia's
 
Reconstruction Over 1975 
- 1W78
 

(In Mili]ons of US Dollars)
 

Foreign 
 CON Counter
-
 Financ in g part Total
I. Low Cost Iousing (AID) 
 $ 15.0 
 $ 10.0 
 $ 25.0
 

2. 
Urban Sector Roconstruc 
. .
 ...
tion (AID) 

30.0 investent 
25.0 ' 

Land Pur
chase 15.0 / 

$ 40.0 3. CABEI 70.0
 
8.5 
 1.0 
 9.5
 

4. Other Donors 

34.0 
 6.0 
 40.0
 

5. Borrowing from Private
Banks 

5.0 


5.0
 
6. 
Other CON Atlvites 

20.0 
 20.0
 

Total 
 $ 92.5 
 $ 77.0 
 $169.5A 
1)1 f r erv nt.., to take 

19 ace over fu ur year.: 

7. lD)Iburverpnt pc.r year
in US$ 

$ 23.1 
 $ 19.3 
 $ 42.4
 

8. In Cordobas 
C$161.7 
 C$135.1 
 C$296.8
 

* AID's contributon to the CON': lnI:urrdiatc Act ion Reconstructionbe provt[decd thro: .': th L.ow Co,;t 
Projgram will

llotiln I , oanRecontrurt: ln .,':ctor 
($15.0 .i11 ion) and the Urban
lian ($30.0 rilllon) and reprcncents
per approxi r;.itely(ce t of the ;otal l'royr. 27of "160.5 ::lllion. An additionalof the l'o , it,-wil ini 28 per cent,hI cl by othcr donor:; andthe GO." for'l rn SOurCes IiJtipro;'Iltni; mppro :i:iitely 46 per centPro rrn1:1. Ili aI ol , Ii)B and 

of the total IL;mediate Action
IDA Ener-,ncy Reconstruct:ion
I-n 1971 for $16.7 rill ion Loans authorizedand $20.0 milli on respectivelyduring the early part of 
will be di.nbur.,ingthe I1:m;Idate Action Proj.am nndaddi t lel rocoimtrictf will providen r' ouirce; to corptenntlaticr reso cv. were addd to 

this Pro ranm. If thesethe Prograin budp-tforeipp donor shown above, thecontrib)ut ion overallwould be inCreased 
be reduced and the All) contribution wouldto approxlnutely 24 per cent of the overall Program. 

UNCLASSIFIED
 



UNCLASSIFIED 

-44-

The counterpart rurhiirement of $77 miJlion for 11liate Action 'hoA , Ism.rrrId-Program has been conservatively estima1,,, and ,',II we.llbe larger. We have assumnred that "other d ionors" wn l a i:k ' . nipmurc than $6.0 jmillion ",c utrpart (ow $.4.i m ,,,loans. Moetover, 
thiri ,,tilli illa ma ,r' .oan by the TUB cour.l l r.lnr* ethe $34.0 million in Irn 1. 'Lfir;:eign finarncing programmoda major ,ii i 1ie.I,whil,.loan by the Ii3i1 or the IDA coul(d sigini ficantly r;d sutotal amount of counterpart above the projected level. 

tle 

To ensure that the program does rot place undueragua's iplontf2nInting capabilities, strain on Nica
on the balarice-u f-payme ts anderprice level, we have t)Hspread disbursements over 

4 
a four-year periud.-0On an annual basis, the total outlay required wouldof wich be C$297 million,C$168 million would comemillion fron CON 

froim foreign financing and C.0:11cnunterpart. This latter amournt42 percent of the surpl.us in the current 
represents< about 

ment. budget of thu Central Govern-Thus, if spread over four yeara period, the GON IimnediateAction is believed to be within the capabilities of the CON. 
c. Budget Annlysis 

Central Government 

The budgetary anralysis of tihe Central Coverliurt'sstrunarized in TabIe 2 and The acc,,t s k3. capital budgetment could not be 
of! the Ccmtra.i C,",'Vr-projeicted beyomd 1974available as the rnro.nat oion is Iit',.
at the Office o Planning, ard projections
itures of cap i.taI .P'xpliorntie basis of historical trend are inu;inglss Ve coa country ht 

in oF
iy an earthquakae. 

This table, as wc.ll as the analysis of the cornsolidat,,d pul]ic,'ctuc Iudg;.'t (J'l ] 4), has Ieeni pleparedi t,.iihow th' gap 1 l I ho.1,, be f.il].d by ,g borruwing. 1.jnire ,h tto
:iw.; Joans to b)e'obtained throu gh borrowinig to finane, the Cenrtral 
Government':s
experditur,.s, wh calitalile.t ire G shows how lhe gOverr0-l:ri&t pUp;e!s to imeet
the gap. Note the f,]],,;Iig:
 

(1) Thu rapid incra'aso, in tie C,vermir,,t's currvnt1973 rev(enu e- ilaid 1974 die to the uiergency export and payroll withh,,]ini,gtax, and to the g iverlier it' ability to cointi, ri coJllection ofr1 itcusturary ta:ne.. 

•1/ however, it is expected that AID loa n Furnds wil..1 hespecific Iro:iects in calendar years 1975 
can itted .,,

and 1976, and disbursedby th eril of CY 1 177. 
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Table 2 
Nicaragua: 
 I'roj ecti ofn o1 I×peridituris, lR,.,iiSurplus or ,,,. al,,S
ufiMIt in the Current Accutizit or'the Central Covieriiment, 1973 - 1975 (milions of Curdobas) 

Per,'Ptd
 

7]__7 1972 .973 174 11)75r )76
A. Current Reverieue 
 641.1 644.1 929.4 1155.:3 11.80.0 .1277 
B. Current Ex),,li'i li'tes 5(18.8 518.7 622.5Conupti on 830.5 854._6T(ituroJSA8j ,I193S3.3 456. 567.8SNaries 60.8 66.1278.7 2792 329M 
 "-0.


Purchase Gods &Services 

Interest on Pulli;c Debt 

Current Transfers 


C. A-. Balance in Current 

D. CJitl Expcriritures
R0;! i1.% t t TII,.II
It 

',tchil ery t 
Construcl 
 ion Pu': i1 c1\o(.r lu & Ot ]l ' 

Finai iiW IiVe.st1; ucqiiIndirect Irve;iLk: /
P.tu

L-. 9 
Amortization on iul,] ic 
Debt-38.6 


E. Total Lxpcditiurn., (03+D)1 26.1 

Vna. TA M Wi, i .:* t , (.i"* /
 

47A5.8 
 40
 

105.] 104.1 .26.3 
 187.2 ]93.0 
 212
18.3 
 37.7 
 64.2 
 86.5 
 97.4 
 300
.106.7 
 97.7 102.3 


/35.3 125.4 


31]7.3 387.4 
.7,T8s ..5 
-_-LiIri;s T6. 

] 1.3 
 105.1 


225.4 

46.8 


906.1 


1.76.2 
 148.4 15W
 

306.9 
 224.8 :32.5.4 :358 

527.5 
 879.9
 
2 -. 325.1. 

Y 71 -. 1 

87.9 
 293.0
 

329.8 471.4
 

76.0 83.4
 

1.1.50.0 
 1710.4
 

]~T
82.0(-)262".0(-)220.6(-) 
551-


G. Il''T't;] SOl 'l0t'f~.(1' 1lu11lcl 
 ,..:. .170," 
T.,,o57.3
]_ 


" , 

[L3('ru.jil 1ru'h Abi',Id l].. 0Dtlhrxr (Extetrnail 
Bo oinJl'CWlg
 

Carried Over Q'r(iiPrtVi ons Yea r . .--


11.Surplus (+) Dwficit(O-P) (-) .]1.7(-) 

See footnotes on !ilulowingpage. 

:12 63 .( 17. 6 62 .7 
.. 7.._23 7117. i.3

12. 3 .65. A230.0 -255.6 -Qj1.2 

-- 379.2 

l.6(+)2.1.7.0(+) (67.6,(+)
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Footnotes and Source Tabl.e 2
 

I/ Includes earmarked taxes and special receipts for 1975-76. We
assumed that the Government would maintain the export tax or replaceit Ly a tax reform yielding the same revenues. For a detailed explanation of the basis for the Central Government revenue projections,
see 'fable 2 of Joel's report (Annex 3 ). 

2/ Real 1nve. -tmient refers to investment undertaken directly by theCentral Governfinit; financial and indirect investment refers to loans
to the private sector and to funds transferred by the Central Government to public enterpri-;es or auconouns institutions to help 
them
 
carrynrt their investment programs. 
3/ "Other" refers to services connrcted with the investment program,
such as th' cost of feasibi.ity studies.
 

4/ Includes U$1]30 million in credits from the Central Bank to theCentral Government to finance a number of reconstruction projects.
 

Source: For ]971-73, actual data; for 1974, approved budget for allitans except the projecti:on of: import du ties co]ections. The latter
are running Za r ahead of the amount anticipated, and were raised toconfoni to the imopoIrt projection in 1he ba'lan-e fr pqnanents (Tble 4);for 3'075-76, cirrv nt revenue projectins are by th Miinist ry "VPFinanlce,except that we 
did as;iiie ma iote ialnec VP the export tax, an| assumptionnot made i, the M ini. stry or1Finlance lorjection ; md we increased theprojeetiorns of import duty collectio:n. The current expendilure prO.jections fcr 1975-76 are by the Natiual Piaiing office. 
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(2) The rapid rise in current expendituresand to the increase due to recong trmn.1 ionin salaries related to the rise in the cost-of.living. 

(3) The sharp ine'a in capital Cxpenditures..rrinin 3972 to a planned C$880 C$387 nliuumllion in 197,4&j attrinl ab]e .1l.rgelyreconstruc ti to on. 

(4) invreased dependiilence onabroad foreign borrowing. lwas ''rrowi ugoMy].v C$I.11; million 'r(IIin I 971, in'ro, s,,d1972 and to C12 10( million inway ruach C0,413 miJllim in
leiast as sign ificant 
1974. Foreign burrowin[ is ata:s the surplus in the current budg;,etthe Cuntral Governu.iUs in fil acing

capital budg!et.
 

The exten: 
 of fliti entral Gve'et'si: t
of reliancefunds is illustrae'd on internal : rcesin Table 3.(line .) c,,nti tutid a 

The sulrplus in the (,rn',miot !,'c1et 
capital very high I rop"Wii ofbcd.u., ini .[',7/3 (562), butt this 

the D.,111, r.'r 
the ai dlu" tole C,: iI uI iFor tw"-.ytir r j ' pl rid 1.973-74, . , /hs slrp lus intitutes abo,v , 1h(: ('i-ren't' hi; I 1of 1:hth Cent coisGor}a
(Ios'rlinn-iila] capiiiilernal buyrlWj . I h ,nd". if'ig is ,d, the l -,,,tii ri5l.ri(so*.eVer, i uthat: th, ler.i<-ii 0 75.-74 is tp.r.r /, 

Not :, Ij,,W
! i.. WLion, 

r, l IT :idi.
" ihat ih:e:p is s", prm,,.)i,. 
r.lyi.g a 

doWi with r1,'':ird io thrii L(.il] b , VU't il. wi lr, ,f'to iidlot Ii scesut ii[ ti I I.racti ofthe capi tal. budvot,,. 

Th C1 ,'iI i itt MY ,"ijt-te. is ,p'r(s(iilly,ic,,i.siI in pirnjs ifng£ ;o
t.i ) l ,: _cc 1 I 1,, l .li l lii ,f i. ;,'c'td.ri\ .'ai wzor 07-7"1 .l- : 'I<: 1, !1 , ii,,l D oh,holliI30iS>-7i ii n W J 

e , lnah,11,l I,I'ih-- r . ,,-, i -,;e i's. qmI, .:.1 rl i':'li~~y < "ri - i fir-! itlinol2/ i c' ,: ellia . diIf,In! . p ri.m i i.71il:y biidr,,, . i l fiie,ii.- : i_.1m .. I ' .,1rad . u ii: 1 ,c,111.: c th',.1*t.oiu-1.v lt ,. .,t 'c ,;i,,ii ,5sudfpt t1.sin . 1o ..Ti . 

(C)j.Iexp'h,: wn iil I iJ'4d.l i.6 im i:: 1< '- i : t .... I7',i ':, 

pl~iria "l n acl~ wl""k ,
C,:I ,. ~lltlit:i i l l'i'i 

i l 
11d~ 

il 
I;;l 

l l l ul | i i.~ td d . i t'i ,It"' t'.:.% -;) ti ni~i,-ith u .17n itl , ,r t , i , 

-I/ s,_(!,, rut-1.ii 
 kl orf the .1474I budgetl will be: ii-+'sc r y:.fialnd in vor w Q
rUNCLASSIFIED 
2/ 11h,- .yeair , ch..1 cii li eri..:ed hy all excl-')lenit fiscail IOur f l n i ' caldid'l "'Xpeooiilltl'ts Were, ];llili. 

.11 ce "h~, 
' Thel.y w.ere d,kl'o'ro 1", I107., 
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Table 3 

Central Covermune nt: Surplus on Current Budget and Internal

Financi. 
 as Percentago of Capital Expzit res 

(Millions of Cordobas) 

1973

1974
Budget1971 Ccxn1972 1973 1974 wined1. Balance on Current Budget 135.3 
 325.4 
 306.9 
 32.1.8 
2. Internal. Borrowing 

632 

57.: 33.6 182.0 
 :in* 212 
3. Total Int.ernal Financing (1+2) 192.6 
 159.u 
 488.9 
 355. 8444. Capital Expenditures 
 317.3 
 387.4 
 527.5 
 879.9 1407 
5. Dalance nTn 
Current Btlu'i;'t as
 

lPercerntaLxpendritures;g2o &capital,
(1 * 4) 42.6% 32.4,' 58.2," .) 45. 
6. Total]. Int: rl;i] Fiilncing as

II .cent;ge "rLxpd(luu, Capital
13 -14) 
 6(0.7% 41..0 92.7 4n.41 
 64
 

Sour ce: 
 Ta le: 2 
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Tadbet4 

Cfls 21.'Il I'(1t,: ".I i SeV tlor Aeeimiit.M 

Milijlls o: 1974( 	 Ml, CnrdolIms) 

197:3 1974 
1. Current Recnues 1/ 	 1563.7 1896.5 

2. Current Expediture/ 1,258.8 ].559.4 
3. Surplus in Current Budget (.-2) 304.9 :337.1. 
4. Total Capital Expenditures 
 1548.9 
 1.495.4 


Real Inveslinent/ 426.3 856.7 

_, 3/
Net 	Financial Investlent-- 479.6 
 334.3 


Debt Amortization-4/ 606.0 
 304.4 


Other 
37.2 

5. Financing of Capital Ependitures
 
frcn Sources 
 Other Th;-m Dorrowing 422.3 540.9 

Surpl.us in Current Budget- / 304.9 
 3.17.1 
Sale of As~mtt.,- 2.0 10.6 

O Lhur irncn,- /115.4 193.2 

6. Tot:a. liorrowirng Required (lines4-5) 

126.6 _95.1.5 

a. 	 Internal. Financing Planned 304.9 117..5 
b. 	 Ext1eralJrfin1cnin,,, equired :
(Resi(hwIl]. 
 line 6-6a) 821..7 A37.0 

7. ProjectionAw 	 1)iliLit j.of Poreiin Lon ]W] i. 1 -197.6 

a. 	 Di..'v. ; Loain.s AlreadyNegotiatce 1011 	.3 456.3 

(C -lt:inued of) next page) 

UNCLASSIFIED 

1.975 
2052.9 

1660.7 

:392.2 

1.707.5 


900.0 


0365.6 


44] .' 

575.0 


39,2.2 

37.3 

145. 

1132.5 


258.5 


874. 0 

.5].9.(1 

0,*6 


1076
2261.'? 

.1802.9 

459.1. 

1671.3
 

900.0 

264.0
 

S0,7. :1 

588.1 

45,1.]. 

0 

1.2,.4 

1083. 2 

1.7.5
 

7f,. 7 

600,.4, 

249. 	0 
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Table 4 Cunt.,ucId 
Page 2
 

1973 174 1')7S J 76
 

b. AID Reconstruction packago / 
 (70.7) 4.1.3 77.0 
 10.0
 

Program Loan 
 (70.7) 34.3
 

Low-Cost Housing 
 7.0 28.0 42.0
 
Managua Reconstruction 


49.0 56.0
 

c. 
Other New Loan Disbursements from
AID and international Agencie; 9/ ---- 42.0 183.4 

d. Drawdown of Loans From privateBanks 

70.0 70.0
 

8. Additional Lcans Required to Carry-
Out Piogram (6b-7) 
 -189.6 1.49.8 
 354.4 165.3
 

I/ Revenues arid Expendi'tures: for the Central Government, we tiled pri,!:Iionsshowi in Tah.e 2. The Central Governmont Revenue pr,,j,;ctions are ha;
the assumption that ,,,nthe government will main:aiin the export tax or a;lidpa tax package yielding the equivalent. For other units or Governmet, datasujipp..ed by Planiiig Office.2/ Real Investment: For 73 -7 4 ,ithe ii,e is the ]I]anning Office's Plan
Ljerativo for 174. For 1975-76, very preliminary estimates by Piing
 

3/ Total financial investmeit 3oss tin recuprerati nl o: funds (mainly
The financial istitutions). "r i1973-74, PlanOperativofur 
iai=. - by

1'974. Fr1975-76, very preliminary estimate by Planning Ol'lice.
 

4/ Data from Planning Office. 

5/ From line 3. 
6/ Por 1973, Plan Operativo for 1974. For 1974-76, data supplied by Off:%,:
of lanning. 

7/ Source: Fur 1073, PlanOperatv 0for1974. For .1974-76 IBRD prlI imin:,ryprtjections of (j:aiadowns of the externa, pub.lic debt as of )Decrinber:J, 14)7::supplied by Central Bank. 
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Table 4 Continued
 
PaW 3 

8/ 
Disbursenent pattern projected by AID/Nicaraga Mission.
 
9/ Projected as follows: (in "illions of dollars) 

1975 1976 

AID Rural Developlmnt 
AID Rural Health 

197 5.0 

IDB -;20 2.0 
IBRD 12.2 
CABEI- 4.0 

2.0 3.0 
Total 

6.0 26.2 
In millions of Cordobas 42.0 183.410/ 
Obtained as follows: 
 C$837 million (line 6b) less C$497.6 million


(line 7) less the C$189.6 million surplus (line 8) carried over from
1973.
 

Note: 
 In addition to the AID Urban
EI:rrxpncy Recovery leconstruction Sector Loan, an IDBLoan for $16.7 rd].liontion Loan and an IDAfor $20.0 mdllion Eunr[ ncy Reconstruc-
In addition, 

will be disbursing (luring CY-1974Possible new IDB lending for 
and CY-1975.

(Particularly the reconstruction 
initiated the Outer Beltway Road effort

In CY-.1975. and a newResources Sewae Project)provide from these should bethe intern;itJonal,)? with additional loans shouldreconstructionActlon Reconstrtiction funds forPror,'am its Immediatein addition 
Loan and 

to the AID Urban Reconstructionother foreign sources. 
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ment plan must be cut back or additional loans must be sought.
 

(2) The importance of foreign loans in financing the capital
budget is clearly evident. Comparing line 3 with line 7, we 
find
that projected foreign loan availabi]ities su!stantiai y exceed
the surplus of the current budget. 
 The external financing that
would be required to execute the capital budget currently contemplated (line 6b) is much larger still.
 

(3) In Table 5, 
we have related the amount of internal financing
that the GON can be expected to generate to a reduced public sector
capital budget. 
In that table, we have cut back the capital budget:by the unfinanced portion, i.e. 
we have reduced the total capital
budget by the uncovered deficit shown in line 8 of Table 4. Interal
resources for 74-76 were calculated as the sum 
of the surplus in the
current budget and the amount which the Central Bank estimates van be
borrowed from the Central Bank without serious inflatioary(and
balance of p3yMents) consequences. This amount is estimated at C140million annuelly. 
A comparison of tutal internal resources so calculat,:d
with a reduced public sector capital budget is Shuwn on line 5. W1.
find that total internal resourc:s(budget surplus plus dumestic ].naits)
constitute between 35% and 42% of this reduced investment budget over
1972-76. 
 This analysis suggests that it might be unwise to program
domestic resources to exceed 40% of the total public invest;neuit budget. 

How largc i s the reconstruction budget within the overall capita.
expenditure program of the G()N? our estimate is that it is 4(A to50Y., I hough there are no re3 iab]c data. We note that the capital
expelnditures of tbe Central Covern e icreasud 1o>m C387 mi .i,in ')72 to a prije:ted C$88(J ,.i..io niii.I9)74, itictan a ,.sA,f 127oking at the consolidated publ..c ss8tl:or capital btudget, fini!wethat" it increased by 812 (fri:u C$825 millii in 30172 to a proj.ci,,C$1405 miliun .in 1974). Host of this i rusa e is presumaly r,iat,,,to reconstructiu. In additi on, we find that: at I ca :t hail , f ;,.1]Jforeign loans being negotiated during 1973-74 are 
fr reunscorneSti,, .
 

d. Balance ofIPa>mntsAnalysis 

Nicaragua's dependence 
on fireigi "c,,moie ass stance is a().clearly evident from an examination of the ba]ance of pa meits. The 

/ Some cutback is expected. 
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Table 5 

Relation of Surplus in Current Budgetand Internal Borrowinp to a Reduced
Capital Budget for Consolidated 
Public Sector 

(In Millions of Corobas) 

1972 1973 1974 1975 1976I. Surplus in Current Budget 212.9 304.9 337.1 392.2 459.1 
2. Peermissible Internal Borrowinm/ 

138.1 304.9 140.0 340.03. 140.0Total Internal Resources 351.0 609.8 477.1 532.2 599.1 
4. Capital Expenditures of2/

Public Sector (Reduced)- 825.3 1585.3 1345.6 1353.1 1506.0
5. Internal Resoiirces as a

Pe.'ceit of Inve.;tentBiudgel: (line 3 as a % of 4) 42.5 38.5 35.5 39.3 40.0 

J/ For 3972-73, the amounts shown are atnua]sourcju .oans. For 197.1-76, Central ,btairied frn do"esticBank esti mates oF maxiuim pelumiss ibl[einterna borrowing. 

e~iminato2/ The uivt]hu " nln ,anceowdsCve.ur investment sj-iyit program waslio redueld"r inAbm ". this4. tabhi,T"s toi t "! 4 . f ' T a l ,me 5
Table.4, except 
w:a s b t a i ne d b y sulsv t a i ng l n H ' r a n l i n o f
for :i973. 

S"nroe: Tal,.l, ., xcept for .1072. 1ie sou~rcePlanning for that year L- t'heO ficuI .Ilani D c.at iv , for .47.1 
"' -
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balance uf pai nenls for 1972-73, and a projectiol fur 1974-76,presented in Table A rough 	
are6.1/ idea of the ,'xtent of depaidenceofficial foreign 	 onfinancing can be obtained

capita] inflow the 	
by adding, the net officialto deficit in the balance-tif-pa3ments.

in 	 For ex;ample,1974 the net official, capital inflow is projected at $11- mil1ion;but in 	 this year, there is a projected Surplus of Seile $9 Ml. 	 ion illthe 	balance of payments. Thus, the net 	 gap covered by net (official.foreign financing is $105 million ($114 less $9). In .1975, t:e gap)would be $122 million ($80 million + $42), though reservew eoiildperhaps be permitted to decline by $30 to $40 	million ill view of th'.build-up that occurred in prior years. In 3976, the gap 	 is $127 million($53 + and$74), foreign exchange reser'ves may be too 	low to permit anyfurther draw-doin. Note that there was 	 no gap in 1972. 

e. 	 Conclusions
 

The analysis of Niearaguav s budgetary accounts 
and 	 the balance-of-Payments reveal the extent to which the country is dependloLtcapital inflows to its 	
on fore gifi.nal 	 l recons:ruction a iiilevelopnci t programs.The 	 Imiediate Action Program shows that foreign finuancing accounts$93 mili.on out of a 	 for$170 million lImogram. The analysis of the Centra.lGovernmtent accounts show tha:the surl us in the 	current bud get over1973-74 accounuts for some I. 	 ,)f? the total capital budget; while. the(!analysis for the consolidated public sector indicates that totalnal resources (surplus in the current 	

in :,:r
budget plus permissible ituternalborrowing) over .1.072-76 i.nges from :35 t) 	42 percent of the total capitalbudget of tie consolidated public sector. Thot h];i;ce-of-paymneit.analys is confirms the rapid increase in gapthe reqiiiring foreignofficial fina,'iing, after ]072.
 

What dupN this a"iiya:j.k reveal wil 
 respect t, 	 the CON's capali1it:yof 	con tributintg to the finuancing of the recorustruictiion program'? The.,realears tot.i( l i i) parln icutlar difficu.t,, in 	 financing the Ilnu.dtiateAction Programl oiut.l.ined 
Illit 	 diior.t , shtil l 

iniTaile . Jlriwever, our h.i s suggestsauua 
not-, ;is a general 'r.incip.l.i. ilt;-iiid- a ini, lar;e c ,i.rpan, rat i 0 ;Iasrt'io wtait ii ril
I e 	c .y t1 	AIDreeiciistruicli im J ,n. If 	

ie i' lilt' ii± )an seti .. ,: 1,a.ll donors di:iltnlled a GIiN cotitrlii , ('utl'itri.-Iut inn l qa] to 579 or the auount or tli proram ($40 mi]i,d 	 wt.of 	 70 mill:on), then ihe! CON woul idhave to c(Kiae ulp- with $400:illi ononut 	oif $7( irillion rccuo.s'truction program. If Managua's recu.it rcl i,,, 
2/ For 	a more deltil ed de;c ription of:1he basi s for derivingu 	 h vahrioi.proieclions, :;e Joelts report on the Nicaraguan lconomy, Aiurx 3.Note that balance of paymen ts projections for 1975-76 are 'xtv!ytentative at thi.s stage and could be thrown off by a number or I . 
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TaP1 e 1
All-,_?,,o P 6"
.'rran 1--1-OJ F.TIOi 

(LI 1o ns o f u. 

1972IfcPcrts o' G'od~ 	 1973 197.1Inmport of FOti (.-)Goods; FOB (-) 	 2'48.9 275.719 361.&3 618
Lrthq-r. Commer.1
1 F j 13 19.315.2 

'100.1 

Yarlillig.na for :301vic:, ( ) 2Ordi 
 ry , 
Enrt1naQ'nco-rolatod reINSU , 

98.3 58.0,
41.3 
 37.0 46.0

Leinndituncs
T:p ndtuires "or Services 	 61.3 12.0(-)14


* ri 	 .Ordinaryare Zr1e~j ~ n103.3 	 4. 
121.4 
 143.2

I* Unr thqjua k-r~latcd Cxpndi tur 03 20.0Vnilateral Transfers
Ordinary (not) (+) 
Earthquae1. 	 4..5

related 

4.0 
 4.5 
 8.0
Bolance an Cu ront Account 	 4.3 -32, -105.5*PriVate Capital Inflow, Net 6. --.


Direct Invc:;tIten t (-) 10.0

.1o1111 aV'rnwd, (+) 

8.0
 
9.0
Amaorttions (-) 5.5
,5.9 7.0
-G oo
Commercial Credits and OthersOfficial 	 -4.0Capital Inflow, Net 	 -15.Z 

37.4 
 70.0 
 114.1
Allocation of SDR'8 

Errors nad , 
 l 

-73 0.5 

ofSM'PlusPaymentsor Deficit in the a1neo 

+35.1 
 +31.6 
 +8.6 


o9. 
 72-., a,:uaj difa. For 1974-76.Central 	 :nof"ficiOBank:ait] ... 	 M.0 ctiollDOGlPEc.(iC.c AOndi -'ur 1o" "
Foclati 
O 	 . i cn *j03.N d viva tio nl irof., v id ]i t s
B, 9 and 10. O oel 's rupo l' A nn x 	 3 

3 , 
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1975 
126.4.,2.. 


460.6t.1 


51.0 

158,8 


8.0
 
- 33.5
 

0 


80, 


-42.5 

of 
on 

1976 
500.350.
 

529. 1 

176.3
 

C].0
 

c
53C
 

71.0
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were sprcad over a J.U-yuzir pop i oil, tIIi s viol 111manl a (:1111; M11 if'I(~cp$4 omi.1 ].r or abot-t)?2R ()iiilli on aI year. Such aI contpibt in won]*Ilabsorb iai)lt two-th irIds of the total stirpltis iiiltlie, CLI)rr'e0it[idt
flhe conso i (;aitOe pubii1( scctur , leav.i; g 1ily ulic- third to ia._surve
Coulnterpart. for econli c: deovelOJ)l~lt oil-'ih eajiit-i.IlI,! Iiit1ilfborrowing, could be, u.s (2( to SLlJj1( '11.1011it ti IC SL? rpJIi S i.1 theQ en rroiit Iid get-;hiowev'er, a iy a. recourse toFubsta nl::i tl- is Soiurce is .1.k ely to prodliceinf.Lati oi and balance of- payinrnt:s di sequilibritrn. 
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8. Critical Timinq Considerations 

While the Mission strongly supports the basic concepts contained in the Im
mediate Action Pro crorn for the first stage of'the reconstruction, and indeed our 
consultants have assisted the GON in developing them, we question whether the 
economic and political dynamics of the Managua reconstruction situation will allow 
the GON to carry out its Program unless capital assistance to initiate and implement 
such a Program -isprovided in the relatively near future. For while both the public 
and private sectors strongly favor a deconcentration policy in their public statements, 
and are currently implementing such a policy, strong undercurrents are operating that 
could slow the current outward uiLan growth of Managua and impair the GON's im
plementing the Ilrn.ediate Action Program as described above. 

First, land owners in Mtnigua's destroyed urban core are growing restless as 
the GON cont inues to defer an announcement of future plans and projects for the 
destroyed downtowr, area and Zone II. A group of lurid owners have recently or
ganized and held se.,eral public meetings to pressure the GON in'o granting authori-
zation for rc:bui Iding in the destroyed downtown area. In addition, requests are 
being made for the GONl to bvgin immediately scine reconstruction activities in the 
downtown area, sucl'; as the development of a new street nehvork and public market. 
This could substantially reduce current and proposed activitic in the periphery and 
the former suburban areas of Managua. More quiet and indirect pressures from other 
land owners in the downtown area are also being brou.' ht ,obecr at various pressure 
points within the GON. r date, tlre GON has been able to ,ontain and defuse 
these pressures, partly becuuse the demoliticn and clean-up of the destroyed Center 
is still on-going, and partly through statements that more detoiled planning for the 
Center is tequiied before rebuilding can be initiated. However, while the Mission 
is hopeful th:rt these pressures to return to the Center can contini;e to be contained 
until more detailed planning is completed, we bell-ve thut it will be increcsingly 
difficult for the GON to resist these pressures unless addition, reconstruction oc
tivities and infiasriucture uxpainsion in the periphery and suburban areas are soon 
initiated to provide locational alternatives to those displaced from the downtown 
area by the (.arthqu:ke. 

During the past month (May, 1974), GON concern over pressures to return l'o 
Center have appeared to increase and the GON has announced that downtown land 
owners would be allowed to enter the destroyed area to measure and survey their real 
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estate for future urban planning purposes. In addition, the GON has further announced publicly a downtown circulation network (street pattern) that is under studyby tho VMUP. %irile the Mission understands that these measures cre being used todiffuse pressure to return to the Center, they are anotler indication of mountingconcern to begin rebuilding in the downtown area. 

Second, while much of the pressures from the downtown land ov,'iers are beingexerted out of f,2c.r over the f'uure market Value of their rea lestale, other marketforces are also hirinning to rccippeor and provide an additlional reconcentralinn influence. As n'f.liocrid previously, much ot Managua's useable urban infrostruc lure(streets, sewer rind v.'cr lines, electric and telephone facilities, etc.) isconcen-Srated in the desl yod cho~ iovnov' rea and beconies more !ihited cis one moves outfrom ih.aiCenter. V'ile some of this infrasiructure was destroyed or dam: r,,d, muchof it remains in p)o servi ncia 
 as on cons tnlid incentive and a potenit'l n'nunrcould pull recon1tuctlion bhccl: t thaointo the dcstroyed urbanallowed Ito do So. coe of old M-1anogua, ifIn addition, \%'ilh Manoquo's street and liaffi c Xatierns not asyet fundarnentully cc!ervd by heIli niled deve lop:nents in the periphery and suburban orccs, theo 
 ovon seclion still conici ns locational advailtares that ifalone could encouL,;., nalural fulccs to rnove left
the city bcck into a highly concentraled paftern os hp,':,.red after the 1931 earthquake. Addued to this is the factthat the rorlhquck( hos displaced many people and activities from the downtownadjacent- dctmiclgd toicis just- outside of Manolua's old utbun core (essentially ZoneII whete Utbani,.nio epoits dunsities as high as 600 people pi r hectare). The resultis that the GON is confronted "v'ith a potentially explosive situation where population a d econornic pessures roust 
be relieved either by an outward movementa doconcontinted int0ill er or an evnt)al move inward,* Proqrom, of d 

into the old Center. Withoutve lp,,ent in the periphery and the former sublurban areas,populotion, and Iorliri. economic,al forces cculd substcirtially frustratecentration policy the GON's decon,idfuad to nrtuoMIunrIle degree of reconcentration in the old
downto,,, area 
of hi ne-ga. 

Thirdly, wviIh J1tim GON fimily believes ina deconcentration policy for thereconstruction ' ,n,:of (;ur i, the G014 has not as yet fully created the new mechonisms and insliluotiois 1hu 
program. 

w.ill be required full>, to Implement such a reconstructionThe Vice I'ini:trn/ of Uitx-n Planning, with lechnical assistanceA.I.D., OAS, and the UN, from
is now gearing-up to do the planning for this effort,but it will require more time and support before it can get fully into control of theoverall urban development scene in Managua. In addition, the GON is now only 
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beginning to assess seriously the unprecedented capital requirements for reconstructionand the need to estcblish a land purchase and transfer mechanismstruction and the duconcentration policy. 
to facilitate recon-

While the beginnings of an overall coordinating body and staff for reconstruction has been initiaied with the establishmentof the National Emergency Committee and the MOF's Coordination and Implernentation Unit, additional worl.- is required to expand the institutional sinuctures andmochanism for reconstruction. Thus initiation of the Immediate Action ReconstructionProgram is an important step to take as soon as possible so that while the GON isstill organizing for the full implementation of Managua's redevelopment its abilityto determine the future course of the redevelopment of Managua may not be impairedby reconstruction forces. 

While the danqgers of acjcJin reconcenlrating Managua in the old downtownare recognized by both aroathe public and private sectors, this sensecannot be counted on of danger aloneto prev'unt the reconcentration of Managua in the old downtown area as happ- ned after the 1931 earthquake.
his recent report As Dr. John Dyckman says inon the Manajuci Reconstruction (attached as Annex 6 

"A long list of studies of behavior of individuals in disasterareas . . show that individuals do not have fhe same perceptionof risk as tl., 'experts' 
public coss 

and in any event cannot fully internalize theinvolved. If this proves to be thewill take a gjeut public efforl 
case in Managua, it 

to keep individuals from building on
'high risk' areas . . " 
In addition, thils viw is furiher supported by a recent study prepared for the
Nationol Science Ioundolion elitled Early Human Response


Earthquake tothe 1972 Managua
that repoi l,. die following: 

"With flhe press to festore facilities, ehicoumageactivily, economicca;id to reasseul the security of familiar sun oundings in theface of disas'er, great pessure is generated to put back things
exactly as b : 're" * 

• For further detuils, see Earthquake Engineering Resecrch Institute Conference
Proceedings, Volume II, November, 1973. 
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Because of the above factors, the USAID believes that the yeors 1974-76 arethe most crifical period of the entite reconstruclon program and will deteimine thecourse of Manag..e's futu. development. With the demolition and clean.-up of thedowntown area sched ulcd for completion in late 1974,CON's reconstrucli-:) a critical crossroads for theuf-orts will b(, reachod, and the choices nw appear clear,The GOk nd its po,9 ..y of deccqcentration, lft without the active os.,istance andSupport of the Inieinw! iWcrl Ajenc;es, the k'is-ion believes mi.ght not be ble toprevent the rcestab;ishment of a concentrated and densely Jxopulated new Center. 
The IDB is con-ich:iing a now $34.0 mill ion reconstruction packaO for 1974that will provide .inrocirg principflly' for Mfc:nMruaOsespecilly imporfa,. 1.ject for tie 

Outer Belt,,ay Rocid, an

deconcernfralion effort-, 
 and several otherprojects in tir: area (housinq,

Mission actively su pvrls Ilie 
sew lge, and .ospifcal construction. While themos t rapid ID'3 fisiders ench of high 

-ifIcing of tIrse Frojects, and contiorit),, ospe cn I Iy the rtthe proicj-e 
i t;,,,ely large Oulur Be.ltwo), Ic crd,nature of this reconstrution 

of assis o-ic 
efforI w'ould not provide of itself theneeded fc type.u .portin g the deconceniralion policy.
known Io lu plcinrni flAiur eCkle i cal 

The 1BRD is not
 
or capilai "5.sistanceconstructlion. for the Manracna Re-The tii. thus hcliieveS thatinternalicr, I ussistnrice 

the nocessary flexible and innovativef,' r the early stoges of Ike Managua reconstructionwill hav to be provide d under the pfttei 
effort

alrecrdy cstablishedOAS, and UN, action of joint A.I.D.,inIthe techrrioal assistance side and joint A. I.D.-IDB assistance wilh ccpitai recuCus. 

As dleteivrnined ifr the DAP tevie.,ws of November, 1973,to play (fn active role A.I.D. will continue 
reconsfruclion, 

it, poviidinq both technical and capitol assistance for Managua'sTihe fi..t port of this assistance (the Grant Project for Program Management and Project Iniplerento tion was opproved in March, 197.1)of tle teclinca I ass'st will provide for muchnce reqUirenrents
second par t of the A. 1. D. 

for lorq-range reconstruction planninq. Thereconstructiof effaI (copiltal assistance),the Techni il A:.is tacc will coxmplement 
context d,-ccl iked above .... 

Grant Project ah cody approved and will be provided in the 
stIuc tinfj Ma 1 

to contirrue A . I D. assistance to the GON for reconrua in () Jeconcento rifCl pattern and to further strengthen the institutional frfmewo k for !he long-f fng, recomst ILIct ion of Manaa. 

Becriuse of the s51cic4l circumstances that exist in Nicaragua,believes that A.I.D. the Missionis uniquely qualified to assist theprogram to get the GON with a broad enough:irst stage of the reconstruction program off the ground and into 
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oction so that the forces generated by it will support GON objectives. Not only 
does an importani relationship exist between the GON and USG, but the USAID 
Mission is geared-up with a staff that now [as sixteen months of direct experience 
in the irnplemenhtion of recoveiv and reconstructic-, activities in Managua. Dur
ing this period the cniire USAID staff, and key prsonnel in AID/W, have gained 
invaluahle experienice with the local institutional, planning and urban development 
scene, and with the key Nicaraguan personalilies and organizations involved in 
each of these areus In addition, to facilitate the most rapid AID,AV assistunce for 
the drl,-to-dcay prcblerns involved in the A.I.D. recover) and reconstruction effort 
in Win~iqua, AID,/V/ and USAID have developecd a close and cooperative working 
rolationship that will continue to be important in facilitaling the implementation 
of the Program prcpcsed inthis CAP. Thusthe- joint GON/A ID efforts (luring the 
past 16 rncqiths have liven to A. I.D. as an orga nization, invaluable knowledge 
and experience as to the Managua reconstruction situation that if used in the near 
future in a1n innovalive munner, could be an invaluable reSource to the GON in 
assisting in the carrying out of St stage of their recuri--liuction program. This 
could provide the necessary su:., dLi-t could mean the difference between a con
centrated or deconcentrated new vijnagua. 
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SECTION V - PROGRAM DESCRIPTION 

1. Introduction 

The Irnrn diate Action Reconstruction ProgramA.I.D. Loan ano to be assisted by the proposedON countcrport will be composed of sevon
scribed below, components, 
 as deconcenlrated ujki) 
,i:h each component designed to further the reconstruction and dect'.veIop-r-.i of Managua.deconr:c-ntration p:licy, In a,:cordance with thePlocy",Ifm GON's overall 

and IV,c:s shown in Annex 
funding will be mainky concentrated in Zones IIIF , approximately bet/eerRoad to Maonaoua's Inner By-Pasiust beyond lb.i Outer Beltway Road (Pista Rural de Circunvalaci6n) that isbeing used by 'he VMUP as the general outer Iilits of new Managua. 

The first f,vo components (Transporteation Improvements and Pub! i-
structure Expans on) vill aim at continuingi the InfrastruclurWe nehtWor! GON program to fill-it, the infrain t'.'inaqua'spriphery and former suburhan areas in support of
the overall deconcenldrcltion pal icy and the pc, licy of giving special attetiton
hard-his 
 to the
pansion. 

lowest incomne group, in allocating the benefits of such infrastructure ex-The third comrponenf (Reconstruction and Expansion of Public Facilities)will clirn n1- continLiing the GON
disrupt ,..i r.),h the quake, 

program of rebuilding vital facilities destroyed or
to further prornfoi 

u and Will the desi-?, clild location of these new facilities 
four (Dove.Io,.nenl 

lhe GON's ovcroll deconcc.itration policy. Componemnt numberof Open and C'roen Arecol)funds a p:ogram in /ones will clim at initiating with GONI and tIof develo,-inq open 
for thinninq out densities and beginning a program'nd gei,.n areas Partici 1lily along fault lines and other dangerous zei:rnic areas. COiMpononit Onumbomr five will provideGON [und Purchaso Fund for ihe 

for the establishment of aPrqoram that at aconwerled into the ba.sic lcater date could possibly be

out th Iooncer-rae 

land trnfer and purchase mechanism required to carryrecons 
-nterprise 

ruc I.in of Manacgua. Component number six (Smallf econstruction Credit Fund) will aim at continuing and exxandling the
GON's Vrc".c;rm of p'ovidino !,nillr 
 entetprises with udditionalbuildin. resources for rearid reestablishing themsees in a duconrcentroted:rei t ci:tern as well asresources 
componont nurn[er s,.vr.n 

at rit ic,:l boltleneck areas for tle ieconstruction.(Proilam ImnPlementation Assistance) Andfor activity des ign, .,ill provide fundingpreaicatio anand huiplerrinfation in add ition to specializedassistance for urban aid natiowa rLconitruction planninn. 
Each Program Component is cconposerl of a number of different activities,each of which have been identified as of particularly high priority for the 
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reconstruction of a deconcentrated Managua. Each activity will be developed byan individual GON Executing Agency, in conjunction with the MOF/VMUP, andthen implemented in a manner similar to the way activities are implemented for 
the current A.I.D. Program Loan. 

A more detailed description of each Program Component is given below,supplemented by Annex G that contains a list of illustrative types of activitiesthat will be financed as part of the Immediate Action Program and that will beeligible for A.I.D. Loan funding. 

2. Individual Program Components 

A. Transportation Improvements: Improvements in Managua's transportation network has received major emphasis from the GON during the past yearand as recognized by all the planners to have worked in Managua will be a vitalelement in the future reconstruction of the city in a deconcentrated pattern. AsDr. John Dyckmrnn says in his latest report on planning for the Managua Reconstruction, "ifthe intuntion of the planners is to stimulate deconcentration of activities,the earliest attention should be given to strengthening the peripheral system ofroads and transportation facilities". Of all the Components included in this
Program, the Mission bel ievs, transportation improvements may be of highest
priorily for determining whether the future reconstruction of Managua is pushed
outward in a deconcentrated pattern or is pulled inward in an effort to recon
stitute the old urban core of Managua. 

Sin-ze the earthquake, as mentioned earlier, GON efforts havefocused on pushing the city oulward through the initiation of the paving, widening and/or compietion of major roads in Managua's 
new transportation network.The Urban Sector Reconstruction Program being requested for authorization willprovide additional fIur.diiig so as to assist the GON in continuing ils effort to dovel p the basic tranportation n,'lwork in the periphery and former suburban areasof Managua, thus upportinc iho overall deconcentration of the new city. Majorroad activities wvill !-,pfinanced that will further develop the circulation patternsin the areas between the Inner By-Pass Road and the Outer Beltway Road. 

Since the main "ring-roads" of Managua's transportation system(Inner By-Pass Road, Pista Suburbana and Outer Beltway Road) are either completed, 
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being completed or have future funding,*expanding the "radial road system" 
the GON/AID effort will center,on'between the Inner By-Pass Road and the' OuterBeltway Road, and extending from the Norih Hichwaynumber of high to the South Highway. Ari.iority road activilies, with preliminary cost figures,identified by the mvOFA/AMUP have beentask force for initiation asAction Program, part of the Im",ediate
 

AID Loan. 
cind these rouds would be eligible for financing by tic proposed
These road activili s are shown in Annex Gficatiorns exist for . Full plans and speciso.e of the:,,. ioad activities. However, for most of these activities p!ans, specifications and right-of.-ways must be obtoinrd,detailed feasibility sLudios are and for others 

or early CY-197,5. 
underway arid will be completed by late CY-1974Since most cf these road activities weredevelopmnent pr;or to the earthquake, 

in various slages of 
inilktiatd in late CY-1974 

it is expected that all projects could beor CY- 1975 and he completed Iy the end of CY-1976.The GOl's Highway Department or the Distrito Nacional would be the ExecutingAgency for each of these activities. 

P.eliminary estirntes indicate that $8.0 million of the proposed
AID Loan will be dc-cjdicated 
 to this Component along with GONtribulions,, and that counterpartapproximately con80 kilometers of new or improved main roads inManagua's suburban network will be constructed by this Program. 
B. Pub!ir. Infrastructure ExrxlJnsion:infrashf,-tLure net-5w:-7]1ds Managua's pre-earthquake public

work, telephone systern, 
trets, water and sewage systern, electric power netstorm drains,rupted by the c.ihcjuae, 

etc.) while damaged and substantially diswas not as hard hit as commercial, residential and officefacilities; and the hiichly concentrated pre-earthquake infrastrucutre network is stillbasically intac.t.

generated by it, 

Because of the existence of this infrastructure,
the plenners consider that it could be 
and the gravitya factor in encouraging overreconstrtciion in thc. old urban core. 

Thus,
outward if Managua's immediate uiban reconstruction is to be directedin a deconcentrated pattern as recommendedd by the planners, those areasin Manaci' s peripheiy and former suburban sect ions must be provided w~th expandedinfrastructure faci!ithos so as to countertbalcinc:e somne of the locational and infra-

The GON is finalizinr with the IDB a project for the construction of the Outer 
Beltway Road. 
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structure advantages offered by those areas in old downtown section. This component will therefore provide for the financing of those highest priority infrastructureinvestments, in addition to roads, that will promote the continuation of Managua'sdeconcentrated urban development and that can attract additional commercial,industrial and residential investment. While this component of the Program will notattempt to fill inthe entire infrastructure network in Zones Ill and IV, that byitself would be a rnulti-mnillion dollar program, it will attempt to develop keymagnets that can [old existing activities and population as well as attract new activities and new population from either Zone II or additional activities that will begenerated during the coming years. As Dr. John Dyckman says in his latest work onthe Managua Reconstruction, "In my judgement, the best way to insure that certainalignments are not built-upon is to attract the development to other sites, not tostruggle to maintin their insulation from development in a situation in which development pressures are intense. At the least the planners must siphon off some ofthat pressure. . It is therefore important to move quickly to create new 'poles'
of attraction, pcrticularly toward the southeast." 

This component of the Program will be composed of the following
basic sub-components that will be used to structure the 
 infrastructure investment as 
outlined below: 

i. Development and Expansion of Infrastructure Requirements 

for Managua's Industrial Zones: Managua's existing industria!strip along the North Highway was relatively undamaged by the earthquake, but hasbecome overly congested with new commercial establishments and some light inclustrial activities displaced from MAinagua's destroyed urban core. Much of this congestion has been uttributed to the lack of available infrastructure along the strip.According to the planners, if this industrial/commercial strip is to better supportcurrent aclivities located on it, cs well as continue to attract new co'mercial/industriol investment in a deconcentrated linear pattern (from the outskir.'s of Managua'sold downtown to b.-yond the La! Mercedes International Airport), additional infra
structure investments will be required. 

The MOF, VMUP, MOE and Disirito Nocional are togetherdeveloping preliminary plan for improving the carrying capability of the NorthHighway commercial/industrial strip with infrastructure expansion as a part of theGON's Immediate Action Program. New service roads, street paving, additional 
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sower 	and water lines, expanded telephone and electrical facilities, and improvedstorm 	drains are anticipated for financing. Some investments would be financed byexisting IDB/IBRD loans, but most antici ated activities are currently unfunded.Funds from the proposed AID Ican and GON counterpart would be provided for thosehighest priority ,ctiviles in coordination with current canr planned activities of the
IDD, IBRD and CASEI. 

In addition, the development of the basic infrastructure framework 	for an area selected for Managua's heavier in-dustry, it is expected, would beeligible for funding from the AID Loan and GON counterpart, in addition to investment along the North Highway strip. The Distrito Nacional and the Ministry of
Economy will jointly execute these specific infrastructure activities.
 

ii. 	 Develo m-nt and Exvnsion of Infrostructure Rea-uirements for
Manaqua's'Two New Commercial Zones:in addition to th, 	 As mentioned earfir,North 	Hig1hway industrial/commercial .trip-ptwo new deconcentratedcommercial zones 	ore formihig to service the eastern and western sections of the city.Substantial investments in new shopping centers and adjacent public sector activitieshave already been made. tK wever, additional complementary infrastructure will benecessary to assure ihat these. Ccniers explynd in future years and can 
adequately


compete with the old downtown area.
 

The VMUP and its foreign technical advisors have begun todevelop preliminary plans for these Centers that will call for new investment inservice roads, stree" 	paving, sewer and water lines, expanded electrical and telephori2 	 service, street lights and storm drains. Funds 	from the proposed AID Loanand CON counteiprrt would be provided for those highest priority activities incoordination with current and planned activities by the other international agencies.The Distrito Ncional will execute individual activities either directly by force 
account or throu- contract work. 

iii. 	 lnfi and ExL,.,nsion of Infrastructure in Selected LowIncome Ce, imunities: Asroted earl almostall housingin Managua's old urhrn core was destroyed Iy the earhJuoke, displacing from theCenter of Manafua pbrhaps 150,000 to 200,000 residents, the majority of whomwere low income c-tizens. While 	many of these fled to secondary cities immediately 
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(1) The Ministry of Finance which controls public sector fiscal policy; (2) T1,eVice Ministry of Urban Plcmnning which will produce the capital budget for reconstruction; (3) The Central Bank; and (4) The National Planninq Officewhich is chac:.rcd with relrtinq the public and private sectors of the economy and,alonq with the Ministry of Finance, vith dovetailing normal economic develop
ment planningj wiln the reconstruction cru.h. 

Each of these four agcoicies is now terform ;ng in the gencrolarea of its assigned resposnibilities but only the Central Bank is operating at afully professionri level. fh Ministry of Finance is makinc1 a sound -cg iningbut its ooeration is as vet without the necessary sophioiction and it-activities are not adequately coordin,_h'd v.i;h thicse of \MU P or the Planning Office. 

The VMUP is also beginning vell but. has very far to go
before behig fully cc pable of d.asgning 
 n buildin lire new city. However, theVMUP is slowly Icv!.ing shon,2 in satisfactory prof'essio;-rnl form. This maturation isrow L,eng ropidk' accentualed by the bcginninqs of imrplementation of theVMUPforein tf_,Liica' assistance efforl. AID, UN and OAS have agreed to supply upto 24 foreign ex:ef,s over the next two years. These ex.-prts are now coming onboard, and VMUl i' is beginnini to take the shur."e of a modern, professional urbanplanning entl-t. "Ti forei.-i:i experts .Ilhold "line" jobs nt the start with Nlcaranuarn understudies who will eventually tc,!:e over. VMU P has qiven a(l-,n freehand to pay coenp'titive acmic-s for enqlinecis, architects, and other technicians
and is hiring numbers of such young prof,ssionals to be trained on 
 the job. 

What is neoded ,yhol the Minik try of Finance end VMUPis tv.wo-fold. First, o,.fsic ( technical a:,i:c,nce; and second, a relevunt inservice truinin.., ,o;rarn. Th, (ON has cr.!i.d that INC4E he contracted withto pivcwide these services to the I. inistry of Iinance and VMUP and also to helpthese two units cabiish a smooth working relationship vith the National Plan
ning Office, as detscribed n1oe fully below. 

For the Miniltry of Firionce INCAE will undertake to buildcompetencies tat do not now :.,i' in ( con.enic analysis, capital budget in,and program budgeling; and it will giv--ITe Minister tech-cnical assistance in how 
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responsibilities 6or the Immediate Action Program and the AID Urban Sector Reconstruction Loan. Funding will be provided for employing specialized consultants(estimated at three man/years or $120,000), plus assistance in obtaining additional local technical and financial personnel (estimated at $50,000) and somecommodities (estimated at $30,000). This fundinq will further assist in strengthening and expanding the capabilities of the Ministry of Finance to carry out itscoordination and implementation responsibilities for the Program. 

(c) Up to $500,000 for National Reconstruction Planning forthe purposes and reasons indicated below. 

The requirements for financing reconstruction in the combinedpub . ond private sectors loom so large as to threaten economic dislocations ifthe scheduling of their fulfiilment is nol accomplished with the utmostinflationary pressures experienced by most 
care. The 

countries from common causcs are allpresent in Nicaragua. On too of those is ihe threat of the unicque sot of localfactors lo be round in reilac,-:ment ne'.eds equai to one year's C>4P, a constructionindustry that is c4lreaudy beingm taxed even as recorstruct .or, begjins, deveh-(,-n(!ntinvestment pressures Lei ono the oolea!hrjua!-e and accefn!uated inaF .- ict ar!y f: ;ie soci :,,rvi ce ot education and health, 
its 

a senseof need o Vr:.i f'o eiconsiruction through agricultural production which to be
occomrplished requires new 
investment, and a rcalization that whatever the requirements may be for reconstruction and developnent, 
 new investment to maintainself-suffici nc\, in fooCJ supply in the face of rapid pt ulation growth is still priority number one. In this situation the GON must exercise extreme care in relating capital budgeting for reconstruction, to development investment,investment ratesand levels, to private
to inflationary trends, to construction capacity, totax revenues, to both internal and external borrowing, and all in such a way asto control inflation and support the chosen priorities. Given the state of theplanning organizations that the GON possesses at the outset of this task,USAID and other international constI tant 

the 
believe that additional technicalassistance will be requircd if Nicaragua is to develop an adeqate national re

construction planning ca bility. 

Bosically four agencies of the Governmentunder a must work in concertsingle conductor if economic dislocations are to be avoided. These ore: 
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G. Proc'rarn Implementation Assistance:Program will This componentprovide necessary financia of theasisan.f For directly supporting thempIemiaaton, of the irnmedialo Action Reconstri-ction Program and for providing Specialized aoirbt anc for urban and nctionol reconstruction planning not1provW('a for by- tho W,,sion's grant projec, for Program Developnent and Imple-mentation (524-11-9'3-106)._WIi;l
project will cover ov.;ral 

the Mission's Technical Assistance granttechnical 
particularly for the Vice Minishy of Urban 

assistance requirements for the reconstruction, 
t'lcnning, the Lcan will finance requirements directly related to the formulation,

of incdifruai preparation and imp leniie-ntajionProgram aictivities and will cover oiler reloti,,ely largepriority activities in the areas of uiban and rlotionul 
oar, high 

rococ ruction planning thatbecause of their scope and cost caninot be fincrnced by the Mssion's grant project. 

This co.:nponent will be composed of the following two sub-components: 

i. oth -onmra--.l nph'rtl on Support: Funds from-. this sub-compotl>:1o J t nd cc~j-cpthe implerncniation of the Immediufe Action J 
cily of key Cxrcutinq Agencies forconst ruction Program and ilio All)Urban Sector Reconsiruci ion Lo.jn. Assisance wil! bo provided os follows:
 

(U ..p to 
, 0 m'I"- ,1 A !i-m L":'
1',,
n sW ill b-- p~f0 

"-" 
 ' "": ' ...."'
!.:',w', N . io r,+!lD i str ic t , 
,.ancj h'I d-, f;rf .t,, , .: 

./ 
i !,ic

rp'r-- . ml d f: s,sptcificationsk e implcnen ,tedthro-igh this Program-nyo'u"11!,,oi.;)l nd r
us',d fcmr 

-rviison Ot these activiti,.s. Funds'ih)~0n will beq con.uhing contiocts with local and foreign A/"E firms and/orwith specicl izi individ,,1-i consutnntsfor the

porticular activit 

r r<1na ion or supervision of
e:, o !,ru.1d,,rtnkt. Since thAction Pinlr( rn will involve con't 
AID assisted lart of the Immediateucltion of Uppro.m'istruction typ..,- ately $50.0 million of conactivitGs (AID Lc-.jn plus counterp:lrt),mately it is estimated that approxi8,.vill be n,.-cczssry for ti financing of consultants for activity prepa

rationA nd hn0 ..
the AID Loan. ttio n supervision. IHalf of these costs will be financed by 

(b) Up to $200,000 for assisting the Ministry of Finance'sCoordination and Implementation Office carry out its supervisory and coordination 

]o,').
 
' .
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beyond Manapuci's Inner By-Pass Road in support of the GON's deconcentrationpolicy, and that could promote and direct financing to key industries,brick making, such asnails, plurnbing fixtures, soil pipe, asphalt, lumber, etc., so asto break critical bottlenecks for reconstruction. 

Thus, the Mission anticipates that-a part of the proposed A.I.D.Urban Sector Reconstiuct;on Loan and an equal amount of local count,rpart willbe used to capitolize a sPecial Small Enterprises Reconrlruction Credit Fund. Thefund will be operated by th,. Central Bank's Fondo Especial de Desarrollo (F'),a newly created second-story dovelopment
and !fWRD Loans. The 

bank that is also adrinistering IDbFED would move rcc%.mstruction credits to small enterprisesubborrowers throu t 1 the NicLrUfLuan banking system for eligible subprojects. 

Th special Sniall Enterprise Reconstruction Credit Fund will alsocontain ci specialized Imple .renttion Unittypos of -ubhorrc,-vvrs to assist therC, 
thnrt will w/ork full-time with selectedin promot in.-, U:..' opiiv-..... oi.V; .mr';nnratiUn I.tnit 

and financing thehwill Le sih:ffed by r, sinall group Of highfyqualified credit :.i nlins, thnt will workan, V'tUP, in cloe coordirijtinr with the MOFio ,Jr'c-! cr'dif tc ,,
hmninedircte Action 

highet pliorify proiects For the CON'sP!.,a.-!rorin. Th1 e."hasi.r nf edeveloping a small 
Fund will !..c or promoting and9leup of crilicciIly itnport(n
0h(n in atf crrlpting to 
private s'clor proiects, rather
ili a credit gcp or reaching a larcle nuirber of subborrowers. 

The Smcill Eriteiprise.s Recoristi, .Iish a sp.cial credit t on Crd*i- nd ,,l. I-,v .proqhraar t tit esal l ema f,small enf c-pr n rC - Ci ;L1lJ, Cs,,' iis I.... ! i,;lcled tu linage c1, 
,~ 

h-c-tedOuround au:as rece'vin, < I In orIia hr''n , , ; ,thc w• n 
'r r~m 'ch asE I I co; I .m ICt, ,, . o . : , , i c ,)f,! 

. f 
I gsvlI~ .ri, Ihi t; nw . .. hi ,re, . . . . 

t h t 

o laf1111-, ! frtro I, ,.
E~v, l n " .riv ,'in:m, opvr'Ate

1 ,1bli .dnailfwUCin enterprise credit plograms(1-1;1J.-;'Q(CcO Nr ciorlal, tlie Uuiico Popular arid FUNDE arid any privale bankwishing to particirpate. However, project prcinot ion and developmentaspect of the proqrarMI will for thisbe left to theseinstitutions. s\ccil ized small ,'nterprise creditAdditional details ond unalysis of the Small Enterprises Reconstruction Credit Fund is contained in Section'VII , Part 8 , and in Annex 6. 
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F, 
 Smoll Enterprises Reconstruction Credit Funotedearthquake,gua's medium ai-J-~es ,'-i- ,- wasbut perhaps as hi'Ch ustri:aity earlier, Monaas _tively90% r0., Un.to oeof" the CityIs small s d by theindustrial enterprises weredowrntown area, suffered in a lilke manner. 

destroyed by the quake and mljor commercial activities, heavily concentrated in thecaragua's vigorous private sector 
Despite tHe extent of the destruction, Niquickly pulled itself out of the rubbl.,nagua cnd began re-establishing itself in the periphery and former sLIburbon 

of old Ma -A number of lor,-! commercial area.
commercial complexes 

centers have already been initiated, several smallerare bein,9 built, cnrd oithe Nicaraguan, private sector*hac 
indicated irnits come recent convention,

and a strong desire 
out of the earthquaLe with nowto participate confidencein the plannii) and recorsruction of Managua. 

How'ever, while man> private sector reconstruction activiti, s have 
been initiated, orhly a f'*..;iion of the cornrlwici
by the quo:e has as aaridndlw oelicuse space dustroyed
yot been rebuilt.quafe hqve not 

Many :mall enterpr.,s destroyed by,
or uen able to ihere -eSpieo, I-- ; i rrseu, ov-r a s. VJhII e t- Ci-y is nov.w-0;' jr Ie:
a

i, ,,, ,_ 

lius recuiri ijc d:lional tron.porrat on capocity,
nd t ic-i ,v bee SOITnewhntlneW e; rrfteni tes I'y ecc, -ity 
lr, in responrd;ing to the
 

.... t- cud f'v. lfer 
 ''ri 
.o.....
.' ,, :Ov o (IIcy, yet"-l 

che ir ' rcipuf!I iiu(.rc,1om have diiiiculiesn 
cowI... iathrcial ob laining


-iumiir
l boom cvro,,vnrw As, eacti v."' 'kpasses, 0ne) tll (,%.pcr-unIes or:d eCues i'eand/Or 
cin.'cn rise fcr th e est 'bli mentclli li(n dcj -einrnelirj firm, ,suppli(n .
ofiedr :,i,al'rerruk tlh' (,,velopinl.. t ofand 1; !d newil n ulp 'is, and alit,.r critical industries.Ytoif eii( tO t~lt, 1 


to ItesPo ti 1ea 
ic (it enterprises have been
large oiIs unableetl tlirsheJ le r',ci, I Qies in cl critical field only to thinecc.1h iidustry. few 

more thanlf \^"hjl1 , tCiihe (u.i. :,
Mor 'd .' r. fer, ilIow (;be),., cli-f,-in tho lo(..f'1 iie h 'nolevlit, . y, tIaa Ihe ftr.i #cn i%'CMis~iot, !"'.I;- vf! i"O rc for...structi or tha; [li~eo ou O q sreconlir:l riprises K\'ucoistructiol Itent s)c. ,ciallCiedit Fulnd dd,' ',gn'' iWtu ed Small Enterc;cd 'renncthhigh priol'it' privote arid dircre resources tosector invustr en ,such usstruction firm,, exprision of the smaller contha! could continue to direct private sector invt-stments out 
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tries of Publk. Fducation and Health must depend heavily on donations of land forsites for schools and health centers. 
and delays in construction of schools, 

This latter fact has caused perennial problems
health centers and other puYic facilities. 

While the Mission believes that some of the activities included inthis Program cot.ld be implementea utilizing the GON's traditional system of landacquisition, the scope
land purchase mecnanism 

of 
if 
the Program will require a more established and flexibleindividual activities areimplemented. to be rapidly and effectivelyThe Mission has therefore begun discussions with the President of fileNational Emergency Commitlee and with the MOF/VMUP reconstruction workgroup on the establishment of a GON Land Pu,chasc- Fund. Several papers on thissubject have already been prepared by the VMLUP for the National EmergencyCommittee and the Mission expects that ci 
 special Land Purchase Fund initially
capitalized at 100 million cordobas (approximately USS15.0 million) will beestablished for thi Program. The Fund would be admiinistured by the MOF inclose coordination with the Distrito Nocional and the VMUP, 
 and the crccition of
this Fund would be a condition of any nc-, 
 "i n i.
f 


tUlddit0 , the VMU ',w'.,esis,,.ment Advkor. hus clrs0 ber-i 
: ,D, Urburon i-evelopinvstigaling the pI *~rl i ;tf t . I,-:l,

ri '

pu rchiu se n ot o n ly ...... , r d >,u ls- rc , for th
 

,fkey ,:
sector if f rOa ch 
of ci : ftha ,, i! It, iIr! 

IIr! - I Fr I . . . 
i l 

,i 
cc je of public 

tt.o he ,rio 'invotn- , wdr4 -ioring particulor infrastructures('ll thenio 
 ili
e private secto 
frr , tciied uAs afterpublic. :ecto; ilvestments Ld c.'n in-de. Fik, rnechia:with self-firioncirtq sm weoulc providu the Fundmodel and fundin1 
characterist ic5bses (Urban and crud provide theLand Bank) GON with an institutionnlfor carrying out other asxcts of thelong-range reconstruction. V/hile file Miss ohthis arca, much 

isencourred by propress to date inmar work is still nccessry for establishin(I an Urban Land Bankthat could activly h1uy and sell 
rea I estate in Mcmnarj . 1o,.ever, 
 the Missionbelieves that the e.,athlishment of theplus other available GON land, 
CON's $15.0 milllion Land Purchase Fund,should be s-fficient by themselvesimplementation of this Program to permit

und that further developy:nis in the Fundbe made couldover the coming years with additional assistance from foreign technical 
advisors. 
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Likewise, in Zone 11, densities could possibly be reduced by "hollowing-out"dangerous siles and dedicating them to open and green areas. Thus,believes the immediate developmunt of some 
the Mission 

gua's Inner By-Pass Road 
open and green areas within Manais an important element in the overall effort to deconcentrate MO 9nagua's urban develorment and that the GON should be encouragedto initiate such u program /as soon as possible. 

It is therefore expected that the Immediate Action Program willcontain GON funding, for the Purchoze and developnent of open and green areaswithin 10cnaqua's Inner By-Pass Road. Activities will be promoted and financedsuch as thwe developi.ment of parks, plazas, malls and monuments,reational ftcilities and any other t>po of activity 
sport fields, rec

these danec:rou~s se~smic that would p ev(,nt rehuilding onzones and reduce overall densities.be used to purchase GON rescurceswouldti r.arlicular sitcs or areas. The develon-ment of parks, plazas,sports fields und othcr typLs of recteational facilities would [)e elicounterp-t fundinig from ible for GONthe Immedic te Action Program. (A ID an fundswillnotused for this Componen' of the Proriwrn.)planning s,.rvices fcr this componcrl 
TIe VMUP will provide necessaryof the Procircm. The Distrito Naciona! wouldimplemell th0 activity. 

E. GON Lnd Purchase Fund 

require thK.r The itIflew'(.) fation of , -;ci of i,.tbon y 1 crpor ent,4 Ir ciwca of shon above villestole in Mona,Ua's8 .,ri, d ,du , , Oco conn (wilt corrido0rs 0seismic C1,,s. d in, olher dangerous
- , .d actix,.il rnust be puchased, slies fori' raIStl UC l' puLl[:Ic(JI f)n ,.:c;lily de',,.be conveiie1cd into open chrd 5reen a o. n ts arf( recissary,i%imust be obfained. and real estate toof ihese ares The p.,rchase of some
by the GON will be an irortant p<xrt
Proqrar of the Immediate Actionand us noted eor ilOi"r the gt-also have 's loiqer-rcnn reconstructionto ,.veitually Ac a planningwith lani1 purchuse poblerns creuled by the future 

will
 
develoment reof the old dov.,ntovn area. 

To date, the GON has no established system for purchasing land for
public purposes. Generally, a budr et allocationagency, such as the way 

is irade to a particularexecutingHidh 0 Department, who in turn uses these funds to obtainnecessary land for the particular project. Man), GON agencies such as the Minis-
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The GON plans to initiate soon the construction of an office cornplex for some GON agencies along the Inner By-Pass Road, adjacent to the western
commercial zcnc. This GON office complex will contribute to the overall develop
ment of the wes:'ern commercial zone, and will relieve the problems for someagencies. However, additional space will be required if the GON is to provideadequate office space to all of its key ministries and other agencies, improve over
all operations, and respond to expanding demands for reconstruction and develop
ment activities over the next ten years. 

In addition, the dispersion of GON office complexes over a widerarea, similar to the deconcentrated development of the hospital system, can :.erveas another instrument for promoting deconcentrated urban development, better 
protect GON lacilities from the disruptive effects of future earthquakes, and bringemployment opportunities closer to where the current population of Managua is now 
I vini. 

Thus this component of the Program will provide financing fc~r theconstruction of adcditional office s!ace for key GON Ministries. It is expected
that two additionai Government office complexes would be built--one adjacent tothe eastern com-nercial zone and one alon- the North !lirhway. riority will be 
given to agricultural develotnent agencies (MOA, IAN, INCEI), the hurran re\ source develolment ogTncics (tOOH ond MPE) and the Distrito Nacional and the


\,planning erganizotions such cs 
the VMUP and National Planning Office. 

D. Developinent of Open ,nd C.U(.n Areas 

While the major focus of the GON's I.mediate Action Program
will be the creation of new duconcentrated poles of attraction out beyond Managua's Inner By--a-:;,Road (in 
 Zones III and I\), and the deferral of developments in
the downtown area to tixv extent possible, the Mission and the MOF/VMU P work
group also believe thiat positive actions within Managua's Inner By-Pass load can

and should also be initiated as a part of the GON's Immediate Action Program.

As recorqnized by the planners, ai eas 
in Zon, I, particularly along the foults, havebeen identified a- exhemely danqerous for future rebuilding. These arecs--particu
larly some of the fault corridors and parts of the "graben" between Tiscapa and
Chico Pelon could now be purchased and "freed-up" for open and green areas. 
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western post office and assistance for establishing improved garbage disposaland service out beyond the By-Pass. areasFacilities to be financed byAIDwill be rnainly-concentrated 
 in the wetern and eastern commercial
infrastructure essistance from 
zones that will also r nc.ivethe Program,

being assi'stucd by this Proqiam. 
c tong AID financed roads cnd other areasIt is expected that up toLoan will be $7.0million of the AID
dedicated to this compronrnt complme,-nted by
counterpart. an a'ditional GONThe najorily of activities to receive financing involve relatively
simple types of structures, 
 the plans for which can he developeo in less than sixmonths. A list of activitik.;s eligible for ProgrramVMUP reconsti-ocion work funding, developed by the MOF/jroup is coifained in Annexnes Nocioriles will be G. The tAFV's Construcciothe principal Executing Agency for this component of th
Projram.
 

Since the rebuilding of s,7:hools,covered throu.-th other AID hospilals and lov/Projecls, cost housing areit is not now antici,-ited tht such activitieswill be incluc!ed in this Pic.:;racm cormponerl.
expand earlicr GON efiorts 

This cc.iw porent of the Program v: Ito rebuild rjoblic facilities into other sectors andcontinue AID usistance for thf- ieestal i-J-inq
because of the iniportcii-. 
of MAtnmua 's public fncilities. Also,
for 1;:, reccil!Ltion of M'incj. 1 ua,velopiment and the overall deof Nicofrugua, of .:tchl ish ;niiJrovedkey GON niilrc';, 9 j offco facilitlus for a number ofand tic, possibility of using tlhe re1u;ding of thuse officefaciliitics as cnolhr impnlant instrument

velopment, for prornolin-i deconcenthot(edthis l,uter aclivily will also be urban de included as a part of 1his componentdescribed below. as 

As ioted in ciI analyse,GON office ,Facits coinueo 
of the Managua eorthquakle, the loss of mosteffect theits ability to curry 

to Oi
ion:!(clout ex i 'conlrulion cl fIiits

develupnientmost GON minitiiis ctivities. To dote,are still located in intcd0.Quate ,\
effect overall tumvcrary acilitihs that adverselcfficiency. V/hil,.c hw situation has19/3, most of th . 1--.>, 

sc e'.hrnt improved since earlyC-O;. c ce,ustitction nd develonent aencies SuchMinistries of ArJricjltuIe L..:tio as theI1,I.t and Economy, the [istrito Nacionaland Ihe Vice-,1insttry of Ur!: -ni Flaonlini oreoffice focillties. still loca-td in cornplek'ly inadequate"1iishs,-n,
GON, 

only limitel :jnd slowed down the operiations of thebut also seriously lim its the ahility of tie international agencies to assistthese agencies with reconstruction and developm~ent activities. 
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v. HIG Housing: In addition to the upgrading of three lowincome residential areas, and the development of the Las Americas Colonies, theMission expects to encourage the Nicaraguan Housing Bank to direct HIG housingin support of the GON's overall deconcentration policy. The Mission is hopefulthat HIG projects adjacent to the low income residential areas to be assisted bythis Program car, be developed so as to contribute to further development on an,qualitarian basis of the periphery and suburban areas of Managua. 

C. Reconstruction and Expansion of Public Facilities 

The destruction of vital facilities such as schools, hospitals,markets and government offices has been one 
public

of the most disruptive effects of theManagua earthquake. Repairing and replacing some of the most important of thesefacilities, such as hospitals and schools, has been an important part of the GON'sefforts during the emergency period immediately following the earthquake. However,lack of public facilities in other sectois remain a critical problem and the continuationof efforts to rebuild cond expand other public service facilities has been identified asof high priority for the first stage of the GON's reconstruction program. 

In addition to rebuilding and expanding public service facilities
destroyed by the earthrJiake, 
 the location for the rebuilding of these new facilitieswill have an imp'-rtant impact on the future patterns of growth in Managua. As withthe transportation and infrastructure componnts, the emphasis in the area of publicfacilities can also move inward tovard re-establishing the old urban corc of Managua and its surrounding areas, or outvurd in a rxaittern that will promote deconcentrated urban crowl as recommended by the planne rs. This component of the programwill emphasize the rebuilding and expunsion of vital public services destroyed ordisrupted by the erfhqCuake.1 In addition, by concentrating funding in Zones IIIand IV, outside the Inner By-Pass Rocd, the Program will use the rebuilding andexpansion of thes2 public focilities as an instrumunt for promoling the overall
deconcentrated jrowth of Manacua. 

Eligible activities for AID and GON funding will be the constructionof public markets in the co stern and wvstern areas of the city, eastern and westernbus terminals, community bus stations, fire stations, facilities for the establishmentof small industries, health and employment centers, libraries, an eastern and 
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motion, development and technical assistance to the Community HomeAssociations. ImprovementS-Jch Community Associations would receive funds from the Bankthrough and after review and endorsement by the Grange. Loans to families, members of the Community Associations would be by each individual assor;ationmlembers. to itsIt is estimated that in the subject three Barrios the number of Associationswould reach 30-40 Associations in the first three years. 

In addition FUNDE, CEPAD,CARrrAs would be affiliated to the program in that each with its ownnatural clienfele would form, resources and 
The Credit Union Movement and 

in its own way, Community Home Improvement Associalions pertaining not directly to the Grange but to each Private Anency. 
 The
Grange Would Ossist the Private Agencies in the t'2ciniquq.s of frirn.ng Associationsand each Associalion would be also a member, a hyphenated rnember,(e.g. the FUNDE of the Grange- San Judas 1,"4 Home Improvement Associalion). Capital for relending to meml.eis of hyphenated Assrociat ions would flow directly f.om the Bank toFUNDE, CEPAD, CARITAS and FECACNIC, with such vetting by tlhe Grange technical staff as the b3ank may request. 

The four Private A ...parlicularly th. latter, are 
'ncies and tie Banco de Creditor(:j(Iy to move Popular,as this CAP written. The Bank's analysisunderscores the seriousness of tle problem to be solved and indicates a magnitude
of need or demncrirld thct mim-ht well , 
 in lijht of the newnessmuch to take of tie approach be tooon of first. Gu.,tnvo GomezAssociations thc first year, 
Casco, Prc;deInt of the Bank, sees 20.'50 the second, with up tomembership of 12,000 to 120 in five years with a total15, 003 families. The Mission li ieves,more modest towever, that astart, 30-40 As-oci)c;jions in tv.,o years,readiuvtis to nedcOd course 

would be wise, with a formalchunr (i in December 1976.from In this lirhht S1.6millionthe AID Loan is proposed as a fundPopulcur for carryi nq out the prog aiam 
to be administered by the Bonco de Credito
over an experimental, 
 pilot two-year period,The Banlk sugjL'stion that tllese Community Ass'.,ciations can enhance their collectiveviability by estcldlish inn qroce.ry stores to se,1 to members at a discount, and can
also encourage ,n'mbers to firow and sell their vegetables to these stores, 
 warrantsserious consideration. 

Attached as AnnexProposed Program. 15 ",a USAID Mission outline of theAlso attached as Annex 15 is a Banco de Credito Popularstatement of the proposal. 
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temporarily on nearby land in Zone II. They will be displaced again as the cityreconstructs and will have to migrate to the established low income areas notedabove. About 15,000 families ore in this category and most have salvaged orscrounged anew the material to reconstruct their shacks.is their materials, are These dwellings, thatvalued at betheen $30 and $70. On moving to what theyhope to be a new long temi arrangement there are several coursesdepending, however, open to them,almost entirely on the availability of credit. 

and electricity. (a) They can rent again and hook up to water, sewerage 

(b) They can, conceivably,$500 minimum--avd proceed to improve the shack itself with a floor, 
 roof and
 
buy a plot on credit-

extra room. 

Mechanism: A cooperative credit program that would meetthe above needs has been deve-loped and agreed to in principle by five key Nicaraguan Institut;ons which will work in concert, as described tbelow, provided fundsfrom this proposed AID Loan are macde ava;fable a, indicated. 

The five institutions are: The Banco de Credito Popular,CEPAD (The Protestant CARITAS), FUNDE, CAR!: "S, and the National CreditUnion Movement. The Banco Popular is a well-,eslablished aulonomous Governmententity dedicoled to extendrir~ a broad spectrum of types of cash credit to low incomeFamilies. The other four ere well-kn own private entities, two at which also extendcredit in cash (the Credit Unions and CEPAD). The remaining two (FUNDE
CARITAS) exlend credit in kind. 

and 

The Banco de Credito Popular would be the repository for andmanagr of the Special Credit Fund to be set up 1o provide home improvement creditto meet the needs outlined above. The Bank would promote,community bused develop and assistHome Improvement Associetions cstcblishedreferred to in 7 in the three Barriosiii. aove. For ift(tiTve administration
the top, there will be established atbetween ;he Comrnmnity Associations anof H .e 

the Bank, the Managua Grangen.ovenie 
belong. 

As, ociations to which the individual Association wouAd/he purpoe of the Grange would be to carry out the functions of pro-
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in late 	CY-1974, plans for other communities will be developed in CY-1974 andcould begin implementation in late CY-1974 or early CY-1975. The Distrito Nacional would be the principal executing agency and coordinate inputs from otherGON agencies. 

iv. Makin.g EJanded Irof"str-ucture available to the LowestIncome CZro7jlE
public services 1o lowest income areas, 

It wiT[ not be enouqh simpytrng new 
will 

since many families living there andmigrating there, not be able to afford to lake advantage of them.renters they may even be moved out. 
If they areThe VMUP has projected that be.hweer, 1974and 1979 the nomnber of families living in per capita incom 

low income neighborhoods wilh monthly.,low $20.00 will increase by more than 85%.median 	 Of these thep(;r capita income is approximate.ly $10.00 per month. It was learned inthe Low Cost pcu;ihqCAP study tlint many of these families of Managua, in factthe 26% of the rx-'jlcdion at the lower end of the income frequency distribution,do not have enouoh income to qualify for outriplht purclhase of a Las Americashouse. 	 However, such families, ncw livingj in the "Opens"San Judcls, the Rr., 	 and in such oeas asSchicks arid Lu F:uento, could afford to hook up to the new
water and sewer lines, ond to electriciy as well, 
 if they 	counecessary to 	 id find the creditinvcst in them. I hey do not have the cash. The need: 

(a) 	 $37 to install electricity. 
(b) 	 $C,5 for a water connection. 
(c) 	 $172 for a plumbing installation including 

sewer connection.
(d) 	 $294 plus labor fo all three. 

These costs are obviously not affordable fromsources 	of the poor.t half and there has been 
the cash reno existing source of credit.credit made avaiIci.le t 'ou,,.gh 	 With 

a pogam o7 coopeintives linted to the resourcesof the Banco PorYulr and with the crerer of FJNDE, CARITAS, CPAD,and FECACNIC, mnny of ihec: fa:nilie-s may secure the benefits of the urbanization occurin(q around tfhem. TIlcy con in edJiion borrowstructures with such aJIiiions 	 to improve their sci a cemnt fluor, new roofing and possible a newlean-to type room to deconq4est their typical one-room shack. 

Then there are the former renters and squatters who weredisplaced from their downtown dwellings and are now borrowing or squatting 
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following the varthquake, most have now returned to Managua and have moved inwith relatives or found provisional shelter in existing residential areas, particularly
in the periphery and suburban areas. 

As noted in the CAP for the AID Low Cost Housing Program,and in the description and analysis of the Immediate Action Program, the GON hasattached high priority to the development of additional low cost housing during thefirst stage of the rcconstruction effort and is now undertaking a large effort to develop and upgrade !ow cost housing in the southeastern area of the City. This effortwill be further expanded by the AID Low Cost Housing Loanin AID/W. now pending authorizationThe development of low cost housing and related infrastructure will becritically important in promotin- the GON's deconcentration policy and preventingthe return of Manugua's urbo i poor to the old downtown area. 

. While the Mission believes that the Las Americas Coloniesbeing assisted by the AID Low Cost Housing Program will attract and hold some ofthe population displaced from the downtown area, and serve as the major low incomeresidential area for the North Highway Commercial/Industrial strip and for the easterncommercial zone, much more can also be done to hold Managua's low income population in existing residential areas in the p riphery and suburban areas. In addition,with necessary infrastructure improvements currently being implemented for LasAmericas, 
as 

these existing low income residential areas can be up-graded so as toprovide additonal localional alternativs fo. those now heavily concentrated inthe damaged areas of Zone II. Thus adlitional. infrastructure assistanr 0 will-be
prov.dkQd for upgrucl;ng and 

income areas in at least thre~ existing lowthat are strategically located and can serve as magnets for attractingadditional population and residential investment. The MOF/\MUP work group,and the USAID, have provisionally selected three areas--Barrio San Judos,as a to servelow income residential area for the western commercial zone; the three SchickBarrios adjncent to the Old Masaya Road; and Barrio La Fuente to serve as animproved low income residential area adjacent to the new eastern commercial zone. 

infrastructure such us 
In each of these existing low-income iesidential areas,exixpnded water and publicsewer lines, street paving, improvedelectric facilities and street lights, slorm drains and bridges, and other communityfacilities will be financed by the AID Loan and GON counterpart. Plans are_____nearing completion for the San Judas Barrio and several activities could be Initiated 
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aided by the Office of Executive Assistance,Office of infonratlon and Public Relations. 
ths Legal Advisor's Office and theThis executive structure directs theoperations of the four Divisions created by !aW.
 

l~the Admin.ot-ve DIvsir
and 124 non-prnCesiorC-'n-rs. presently has 13 professionals- ,orin, inand Per~crinel four section,; Financial, OanfzatOon, ProvH- :ns a d Sovice and Trc, atlon. "his division handles theregular acnininstralive function- of the Vice h lini:lry.
The Planninn DMvison presently has 23 P,'fessionals and 63non-piofc,-sional per.annei workini in two .tion-,; Pr--3rcm;,inrUrban A, stcr an t.-icional andPla:,1incj. This diii , deveio[ recomendujtios to the Vice Mindster

for the wlole rang, of Urban Duvelopment. 

The task of the VMUP is tO develop pran. to meet anticipatedurban rod,vclopment necds anO coordinate Ile irnplementntion of those plans with
the various aqcnci.-s involved.
 

Prior to the creation of the \/MUP,lacked a true planninq capacity. ihe 'tational DistrictI he procedui e.wasinlernally d, more one of progrcmni ing theeloped requiruments of Ohe various ministries on,than proj cting anl icyini te d 
other entilis ratherurl',tn b:m,.mids andthe mini! dc.vclopin a ccordinated plan forries one' Mrli c ities fo follow. Ntluicl y,urban pla:n Hct, in ihe .hcbsfnceofcooidinaledthe eniliies conccrned with :,Kin growth developed and implemented plans in their sectrs.
 

TI,,, Application o' Plan (,idindD ivision presert.'y hc :; rGe~ .... Enforcement)0 I . - . , , ,f-" [ . - CS _rmC
.. 1 Ui l., n...p-- I o tes:, icr.of ,:m1-:I p.->- Irb Isn~ m(n.rc •111( w orking)in four se lions; S h i ion Revi,.,/,Ndiv ermission to Build, lsj.mcf;onofCcnst:-uction,Analysis of CQwlity of Buiiuinq Molerinis. The la,,,,been in ceff-ct rucutati 9 subdivisions havefor ovul dcccde arn, ilK su)missions usually presentproblens in processing in no majorhe Su0division Reve wS.SUction p"rfo:ms ,he wor. o The Permi.s on to Buildof any city buildin 1Construction and tHL! 

code dparr,nent. 11he in~p;,tio,-An ofl'ysis of Quality of Puilding Material Sections police andenforce corrpliance wih the laws and repulanions governing construction. 

This division ik essential to the VMUP's strategy for the 
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ii. VMUP's General Structure and Functions: Given Managua'spre-earthquake history of practicallyTTlaissezfaire" urban development policy andplanning that reuItd in concentration around the infrastructure available in theold city center,' crnong the common recommendations of every reconstruction studycarried out in 1973 wa5 the provision for a strong agency capble of sensibly planning and strictly enforcing the imp!cmentation of the planned reconstrudi'on of Managua. The GON odepted this recommendaiion in its creation of the Vice Ministryof Uilbin Planning. When the 

from 


"Oficina Nacional de Urbunismo" was transferred
the Ministry of Public Worl:s and placed under the Ministry of the "Distrito

Nacion

effect and

l", all the aws, regurlations,new etc. of the old orjanization rerained inpzw. rs and responsibilities we: r given the Vice Ministry of UibanPlanning. VMUP was given the power to "orgc nize and direct urban planningactivities (in the National District) and control matters related to Ihe constructionof the City of Man-iga." 

Under ihe law, the Vice Ministry is divided into fourfunctional division.;: a) Planning, b) Special Studies, c) Application and Controlof Plans, and d) Adm.inistration. "he VMUP's orqanizational chart (attached asAnnex 18) 
 shows coordination with the follo,,ing national organizations:
 

(a) Oficiria Nacienal de Planificaci6n 
(b) Banco Central 
(c) Banco de la Vivienda 
(d) ENALUF 
(e) Aguadoia 
(f) Telcor 
(g) DE NACAL 
(h) Catastro 
(i) Depariamento do Carreteras 
(I) Ministerio do Obras Pdblicas 
(k) Ministerio de Educaci6n 
(I ) Ministerio du Economra 
(m) Other Ministries und Entities 

The Office of the Vice M"inistry has provision in the law forthe establishment of citizen advisory groups and a formal policy board chaired bythe Minister of the National District. In daily operations, the Vice Minister is 
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funds to various GON executing agencies for implementation of activities includedin the Immedicte Action Program. (A more detailed d.scription of the MOF and its 
Cooidinution ar,1 Impementation Office follows below.) 

The working relationship among the Nctional Emergerncy Committee,
the Vice-Ministry ..FUrban Planning, the Ministry of Finance's Office of Coordi
nation and Implemanialion and individual Executing Agencies is shown on the follow
ing chart. 

Z. Vice Ministry of U3rhan Plonning 

i. Brief itcn,of Pl rnin 
and Zonina in Manaqua: Prior to1954, Managua was oa o 'mento dc Iraccionami 7 rinos Urbanos"
which was design.d more for pnjrl, st.s of lax i\,enue than for land Use control and

structLicil safety. In Decembor cf 1954, 
 the National Office of Uibcinismo wascreated (sen Annex 17 for Decree creating UrLanismo), and for the remainder of

the decade, it continwnd to prepare, revise, nd enforce, 
 land use controls, subdivision ,-tandarcls, etc. is p.:riod,Its sI aff, during ti ovornred 10. By December
 
of 1192, 
 the Nationll Office of Urkbini:mo h ida staff of 50, including only 5

inspectors, who cla.rly 
 could not even handlde the pre-earthquake workload, not
 
to mention the lrcinendously incrcw-.scd respon'ibilities that came with the 
 recon
struction effort. 

The eartliriake destroyed the building in which Urbanismo was located, and ail records and equi jxnent v.era lost cis a result; its employeeswere
drafted into emergency relief vorkiand, not until May of 1973 did the office begin
to function again, opera.ginj infn rnally out of the home of the Director. 

In Octc)er of 1973, the old orgonization of "Oficina Nacional de Urbanismo" was rnov.c, hom tie Ministjy of PuLlic Works and placed
under the Ministry of the Nloticeil L)isrict. In the process, it was renamed the
"Vice Mini.terio do, 'tonificacion Urbanci". New powers were qiven to Hhe newlycreat-d Vice Mini.try (see Ann.x 17 thit contains a copy of the Decree creating
the \'.UP ), wid, t e result that it ha: exrxindecd from a staff of 125, at the time
that it was establi,,hed, to the present number of 450. It is now located in tempo
rary quarters, which consist of a group of remodeled private houses. 
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continuous inpFt into the deliberations of the NEC and into the implementation ofthe Immediate Action Proouam. 

The two princif_\-1! staff unils of the NFC for the implenentation of 
f10 lmmedir.)tc Action Pfo!"ri'n and the AID Urban Scior Reconsiructon Loan will
be tho Vic0 -',Uichy of UJL Kin PlannirvCoo? irr.:u0 

(VMIJ P) and the Ministry of Finance'so.dnimlemfnS ion Unit. A slc cilaRio'lbetween lh r-agency cooidinating mecha
estchlished for 

VMUP cj 1k,-' Coor dination and Imilementati;crtke impemm.ution of tie AID Loan. 
Uiit will bethis infer-a,cn lh2cause of te irportac-.c oordAmit inl mechanioi ofto tbe imp(mermtatioits cwstohlishrOt, n of 1h43 AIDwill be a condlition prec-dcnt for the AID Loon. 

Loan, 

The VMUP, ,iWand Al), will provide ncc.ss :r> 
foreign teThnical cJssisICeucQ provi,!cd by OAS, UNurban l-onring services for the AlD ansisted

groin, establish overall :,rioi-iii: for fi,,c, ProncNi,
A'qOncios , assint vri ;us COand Ih" t'OF's Ccc,,rir !N[.xecutinqion cny! Irpiemern,-t ion Unitdevcloping ind'iid-Jal Po r actvii ics and wIl 
in shructuring andfiaric-ing. V/i'/t:., ap"rovw,J s~nc,:. of tie All) Grant Proici for 

each acivify prior to 
ard Project Ir;,Nt-,l Proirnm Mhnagement
is no, lii a O,-I- frofiettin, ;cire the OAS anJ the UN,-t-up to rc)'.,de the VMUPPror In as 

fie nec,:ssory urlan planning services for thiswell c for th I r-rnaeThe i.,sion is c(,'tid,.~n 
planning recriiid for the reconshtuction.
 

pro,id-, te 
that tt VMUP 

.' foeign

urban Sistance,plc canriing servic., for the Program.analysis of thc (A riore detailedVNUP is provic od he low.) 

finalized and appl(,cd, 
Once aCcapikal Ludaet for Program Activities has been structured,Individual Pr.ram Activities will be directed by the

Executing Agencies to the MOf

This i ,lter Unit will 

'sCoordintion and Impjlementation Unit
function as !ho for funding.
Irnmedic2ie Action 

overnll fincancial 
oron,and, 

and coodinatinp body ofthet 01 With the Virlent AIDVise IWe imple , Pio cqam Lo,:j,lo;thI-n of iadividuol vi1 super-PronrumCON cgenc iec. iwtivifies underaen by variousthis iMOF lJinU % a,ii ni fefund,, and the AID Loan funds,Lanc!I'urchase Vu!d GON countc.rF>.rtto be estublishedtions of this Unit with AID anl (,OuN 
for tile Program. The operacunt,establidwd ixirt funds willwit follow theiD Loan V-1 -. procedures' 
-028 and that havepast si.teen mrnt,., In effect, the 
now been functionivj for thewill function as ICI fa1 the Program, 

MOF's Conorcination and Implementation Unitproviding grants from AID and counterpart 
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SECTION VI - PROGRAM IMPLEMENTATION STRUCTURE 

1. Orrianizationail Structure: The P!.'ogram being proposed for authorization will b Tm,,_p'7m7 7throug--exislinq GON 
units similar to the way In whichthe currwn A.D.) Prc'v,.m) Lcin is I'Icilr), irrplctitiled Whi l the proposed implenientotion structU're would not preclude the later delvelopment of a type of re-
new ,
construction hntlitution, such as a ManrcLua ReVveloprnent Corporation, the Missionconsiders thcit the dove lozment of a nov reconstruction institution will requiresludy, moreand should more appropriately be included in tho second stone of reconstruclion after or.-o
detailed plcnning has been completed. Thus, the Mission anticipatesthat during ho lmnmodicto Action Prorram activitics will be implemented through
GON unil- or uoencies that hove been strengthenecd or created during the past

sixteen nontks.
 

As dlurinj th! orr:ergency priod, the GOI',, policy body for the ImmediateAction Pro.rorn will be tkhe Notional Enr,;ency Con"fitlee (NEC)headed by Cc nerclAriostasio So:iora Dcba), :cid cormposed' of all it Mtiinisters of the executive I.,ranch
of the GCO:1\ u2 .J nutono:ous c-j,.,nci-,,. After 1',e con.pleion of i1hi; 
 upcoming: electionsit is expecicd ic.JIt the [V.C Wi II coniLnue to fLnction in its pre.ont form or as the GON'sBasic Cclbiflro c:jnnizafion. It is therefore oxpect.d ihlt the NEC will continue 1ofunction in iLs ,;-sent form or cis the @o-4's Basic Cablnet orqoni2ation. It Is therefore exp-.c-itd tflict the NiLC will continuc, to provide overall policy guidance anddrection for th.-, Inrnedil-e Aciion Projram. 

In additlion, d ,rinq the eimnrnency period following the earthquake,the NEC prore,,d the VdcOvloprment of 0 Piivate Sector Advisory Panel that servedas a vehicle for :nabi:;-Ii-: t ;' Nicorurfi.,n private sector for the relief and recoveryeffort and thift later duvelc.y,'d into an iwporlant vtiicle for expressing privatesector views on reconstruction dloveloplrners and plonning. While this Panel hasonly function:.d sporadicall y7 durinrj the p)'1st months, the Mission beIieves that itplayed a vital role in robi inq pi'ivate sector efforts during the ernergency periodand that this GIoup could pc:y an equcally important role for the first stage of thereconstruction, Since the I nemediato Action PFotirom for the first stage of the reconstruction v,'i depend on private sector support if the deconcentration policy isto bo successfully irrlnmunteo, the Mission expects that GON will make allefforts to invigorato thn Private Sector Advisory Panel so that it can provide a 
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H1. 
A!]j rfKt-q O~r
CjRw__eurcpstinL", In the Tym iteaJci i;ito' Action Recontucbvc-c " eC2,to iWUrnwil at~p'21j ec ton, Tuclase iw' h
"llals 
 0rvlAti con I'crp the ;JiiWinUPto42.0milin for the AID Urban Soc tcror rnc Recons~tructifoni.n Mh i2:. I 1te ing I'ecuns~truCE ioAe i. n Prorr'- i Thee' 1,W 

n00 V iie~ incud edtwi WiPer"c 15YO Us ;rcv i t e n v er thecan wil be Lv2rslules : eli for Wi smintin Anne ri-cc! unti'umG orrie 1MMC tc~ L viastI\jt ii;Wt shouldU Jv"loohrnp
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(11J ,.j inflystructur.edovulc . i.~tuctJrconsluaP.t-or r oPV po or gr~~een nIrans, 

11 
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iv. The activity can be initiated in CY-1975 or CY-1976and completed by the end of CY-1977. 

v. Tile Vice Ministry of Urban Planning and the Ministry ofFinance's Coordioation ,nd Implementation Unit have certified that theGONconsiders the activity of high priority. 

In accordance with progress in implementing the current Emerg2.rcyProgram Loan (524-L-C23), it is expected that $15.0 million of the AID UrbanSector Recontrucion Loon will be committed to individual PASP's in 1975 and
that these funds will be fully disbursed by the end of CY-1976. 
 An additional$15.0 million of Loan funds will be committed in 1976 and fully disbursed by the
end of CY- 1977. 

B, GOlN Counterparl
construction Loan will 

for the AID Loan: The Al 1) Urban sector Re
a port of the resources necessary
to carry out its Immediale Action Prograra in those components specified above.As indicated previously, the GON will provide approximately $77.0 million
of the totul cost of the Immediate Action Program ad these 
resources will beprovided through either counterpart to individual foreign loans provided for theImmediate Action Prograrn or as additional GON resources provided for thereconstruction. While the AID Loan will form 
a part of the overall Immediate
Action Fogram, it is expected that tIhe GON will directly provide up to $40.0million countcrpart for the AID Loan that will also form 
a part of the Immedlate
Action Program. This counterpart conlribution will be provided as follows: 

i. Land Purchas,
Purchase Fund for th1e "L 

Fuli: The GON will establish a LandatAction Program and capitalize it with up to theequivalnt in c6rdobas of cpproximately US$15.0 million. The Fund will beutilized to purchase sites for the construction of public facilities to be builtduring the mmvedate Action Program, lights-of-way for new roads and infrastructure , and sites for ..
Fund will be 

orno, open and green areas. The establishment of this * a condition precedent to disbursement of AID Loan funds for otherthan Program Implementation Assistance. 

UNCLASSIFIED 
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An Immediate Action 
Reconstruction
for the financiig of the 

Fund will be entahl)iljc(i
program.
provided to thiu AID loan resources will. be
fund 
for the
ate following components of
Action Program: the
Construction of Immedi-
Expansion and Tranoportation
tfpgradinp of Improv'flrenta,
Infractructure, theExpansion of P'ub Lic ReconstructionFacilities, andassistanc(e, and for ProgramThrou;hout Implementationthe IimdJt.ewill be iaintajn to sn.if t AID 
Actioni Program, flexibility

fundingand bct',,ven amonglocll £,nd these componentsdoi lar expenditures sotively dc.(.] wit-!, as to most ef fccexist throug'hout the dyrI. IC planningthe courr;e environmnojtofProgre,;- the 1r:-nedier that will
1 , In i 'it t nn Lt t i,,e Action Reconstruction 

l0Con;LtrLcticu ' 
contr i.uti onrjd, to the Im-cdiateup to $3.2 Actionisva l 1 for tho Small En te'rpriueci

1.] lon of th,. AID lonn will brPeconvtruct.tonlished in the Cencral B330nh't Fund to be eatAlshiftin. SpecJol, Developrentof A. I. D. Fund (FED) No1oan funl,; bctwevnstructiol the I.,erl±ateLurd rnd Actionthe ReconSma-l Enterprinea Recon;truction Fund isnow expected. 

In ord!rr to qualify aAID Lld,-m $ec!or :'"cons.i-rm 
particulcr activity for rei;nbursernent from thectic toli , the Govc--rnment of N icraoua, acting1w IMinisli/. oi 


prcs-nt Io A 
Fin ince's Ccordl natioon on Imrplenirnc, ion Officc
. p. /\cfiily Srn will 

prop')!c(d fo1 AID r 
,y (o ch octivityLc J-,n.inrj cis fuXltThoIe AS P fr en d i:., in Sectioi \/III, PcGrtof h oct iviit,Swill be 0i D 

urrincluda ,: felIowii', i i document that willex-- mcliivity Jformalsi 4Liri c>:pluriation of how ileCctivil/r fils,'eA I-ivt, Io!al . ea _Ocliviy e Acttoi )-)~m ,f- im*n / c'tinn, cost:, of ir'cividucl riclivity cluen ri s, 
lelo of oa

Srid o odd,, Ian inf(,I : ifon 
an esthmated dislursem.cnt

thol ni;t!m2 partiirlor activily. 
y be requirod for implemmnflngIll detelminin,), he lcc Kl.for AIl) 1..111, fundin-i-, 1.e USAID will trake 

propos(-d octivity quaLiFIT's
inlo consicleration fhe extentthe octivily met: to whichthhs foil-win, cliterio: 

i. 
developed by the 

The activity is cornsistent will, the policies and guidelinesGON for inaplementin9 the Immediate Action Reconstruction
Program. 

ii. 

earthquoke 

The activity will rectify di- ,Icutions attributable to the
or will promoto recovery fhom Ih1 hmclii-.-ct effects of the earthquake. 

ii. 
 Thie activity is of high priority for promoting the overall
deconcentrol ion of Manacua's urban developrent. 
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In addition to the above,occordonce 	 this competition shall be inwith the "Coce for Architcctural Design Competitions" of the American Institute of Architects, a copy of which is attached hereto, as Annex 29Also, an cstirna-ion of the cost breakdown for this competition is attached as
Annex 
 28 to this CAP. 

3. Financial Plan 

A. A.I.D. Lo.n: It is expe.cted that AID Loan funds will be allocated to Prgicm Components approximately as indicated below. While the totalamount of AID Loan funds provided is hI:sed on the 	unprecedented resource requirements for the reconstruction, the 	specific allocritions of funds to individualProgram componenls is bcjs.!d on a review of the number and type of activitiesthat can be lecdy for implementation in CY-1975 and CY-i976,in implementin, the Ernerc)imcy Prograin 	
and past progress

Loan. Individual Proaram activitieswithin five of , Cornponunts will be eligible for AID Loan funding. A listof activities in:luded in each component of the Immediate Action Pronrom ;iattached as Annex G to this CAP. 

(In million of US Dols,) 

AID LOAN FUNDS
PRORA, CO,11,ON)NE-NT DOLLARS 
 LOCAL CURRENCY
 
1. 	Conntriiction of 
Trans

portation Improvemcrnt 2.0
$ $ 6.0
2. 	Expansion and Upgrading
of 	Infrautructure 


2.0 
 5.0
3. 	 IReconfnLruct.ioii of 	 Public 
YaciI iti,,s4. 	 Developn,.,nt of Open and 

3.0 4.0 

Green Arcar 
5. 	 Land Purchasie Fund 
6. 	Smali Enterprises Reconat:ruction 
F'und 


3.2
7. 	 P'rogran T..)plementation 
Assiutance 


3.0 
 1.8
 

TOTALS 
 $10.0 
 $20.0
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Immediate Action Program is now beincg made by the VMUP. However, It is expected that cdc'lionol studies for approximately $500,000 or mare will be readyin 1975 en.-! 1',"6 for implemcniation. 

(1) Desc;n Comrefition for the "econstruction of the Center:While a pi.iry purpose of the mmc iclte Action Reconstruction Pro ram is topromote the further planned development of a deconcentrated multi-centeredcity, the dcslhoyed urban new core of Manapua must eventually be rebuilt.arca, and ,'loicent damcjed sections require 
Since this 

the most extensive reconstructionplanning and controlled Cl(Vuc~roxnent, the Mission proposes to provide the GONwilh up to 0.6 million of lo:n funds to fincince an international competition forselecting a finm 1o prepare conceptual plans for the redevelopment of Managua'sdestroyed urban core and possibly some other heavily damaged areas.tition and planning work would provide the VMUP with 
This compe

a preliminary designconcept, whicI would become the basis for future more specific design solutions.The preliminary design concept would not in itself directly lead to the erection ofa definite projuct on a definite site, Kut would provide general guidelines formore specific :J,,tailed design to be undertaken at a later date, by private devel
of-eis or the GON. 

In implemcnting this competition,advertise for prc uuclificaticn informalic,,) 
the GON would first

from interes'.Ld firms.this p"quulifir ion infornmction,the GON, 
After reviewing

with AID c:oncurrence, would selecta desinnoted nun;!.::r of entrants, 
 wlho are known for th.oir competence in the
filcId o urban d:Iqn. Basod on cir approved scope of work, the selected entrantswoud sunlit d.hi ied solitiois for a judr rlement by a jury. Each comt-etitorwouldbe 1Iid an apprc,; iate rerunme cition for his services. Such remuncrution shouldbe enOurPh to re;riurse costs of .'.,brnission. There will 1,.:no contract agreementsince there is no actual ptojei that wili dtfilnitely follow. In addition to thecosts of pre.parirL cndsurn i ting Ihe drav.inqg;, the winner, who shall be determined by a jury, shall receiv- an adequate cash prize. 

It is estimated that th,: entire competition from time ofpr:qualificu ion thou;i announcement of the winning submission should take 
nc.more Ihlon 24 months. 

UNCLASSIFIED
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(d) infrastricture Capacity Studies: These studies are particularly important in theold center of Managua an Tother areas. Studies wouldshow capacity and the conditions of existing wa:er, sewer, storm drainaqc lines,and would indicate adequacy of existing lines for uses contemplated. These
studies in selected hirji priority areas 
are estimated at $400,000. 

(e) Selected Pre-lnvestneni andPre-Feasibility Studies: Thesestudies would show demands for space for industry, commerce, services, and
housing in selected areas. It is estimated that $300,000 will be required for

these studies.
 

(f) Urban Develoipment Studies for Mananua's Satellite Cities:Because of the geophysical dangers at Managua, and throughoutthe Pacific Region,Managua must eventually look to the future development of a larger decentralizedmetropolilan region including Managua and its five satellite cities of Tipitapa,
Masaya, Grcnada, 
 Diriamba and Jinolepe. GON planning already anticipatesthis need, and expects to eventually extend the deconcentration program out intothe satellite cities as an overall decentralization effort. However, if such adecentrclization effort is ..,be possible in the future, beplanning should nowinitiated for the satellite cities. In addition, development activities, particularly those financed ky the World bink, are alre(dy ongoing in some of Managua's satellilte .cities and should be relaled in 
some planned manner to the reconstruction effort in Mancqciu. (Annex 27 to this CAP provides additional material and rationale for this Sludy.) 

Whilc the OAS is currently ussisting the Regional PlanningUnit of the Ministry of Economy on a study of the Central Pacific Region of Nicaragua, an cra arouLnd M anaqua, it is not now exp cfd this group-wilI producedetailed and long-ranqe urin: developmnt plans for Managua's satellite cities.Studies in Mujnaciuo's sateilite cities wOu~d theiefore be eligible for funding fromthis subcomponent of thl::Proj;iam and it is estimated that up to $400,000 will berequired for these studies inthe satellite cities. 

-/ (g) Adc ional Studio.s: Annex 14 provid' 0 ist of additional studies that may he ruquirdfor planning the longer-range reconstruction.A final determination on which of these studies will go forward as part of the 
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kd) Up to $100,000 for a Contingency Fund ,o finance unexpected requirements that may develop during the implementation of the AID Loan.Funding could [e pro ided for. thr. training of additional construction workers,if this :hould cdevclop as a serious bottiewivck during Loan implementation,specialized technical assistance requirecments not covered by the above, orother unforeseen needs that should develop. 

ii. SPecial Studies and Surlv'rs While sufficient resources fromAID and the ether infernation l agencie- now exist toonce requirements of the VMUP for the 
cover the technical assistnear future, an important unfulfilled needinvolves financing for special studies and sirveys required for carrying foiwardthe long range reconstruction planning. It is therefore anticipated tiat theproposed AD Uibon Sector Reconstruction Loan will provide up to $2.0 millionfor co-Lacti-n. foreign and ocql-consultinz; firms to carry out speciation related stUdies and survsA reconstruc.TI-he fol •n I -Istrativethat are considned for financing in 1975 arid 1976, 

list of studies
 
and cost estimates 
 for each: 

(a). Sureyand InThis work wil! continue the V 
y of all Exstinq Structuresin Managua:. U '.s efforts ur..ey -an inventory Il existingstructures in Mcnaclua to dermine extent of dcimage by the earihquoa:e and overall quality of t.ese structures. 


permanent improve....Is 
This will assist in detenniniiq whether to per.mit
to get under v,oy, cspTcially if surrounding areas are notplanned to remain in their prer..,rt use. 1he cost of this survey and inventory isestihnal2d to be aoproximately S-100,000. 

(b) Adctrico -,dito s:and,l Studies on /-,nou, i and SoilthSoVC;VMUP-,with it own f11 ,Jilis,. s aoddi c;VMUPrecoristuction\v,lh ils tnrojioiow11 fL as, . cody Ke)un initiuk:7J l)y co, , odditicnul studies will be recquired for futurecut the plc lroin- peti-A, These studies will v,-2rrnit application of fuul zorincq and qroe-] Lilding pernils and prorosals for urban renewaol-treatment. Based on previous work, usl imald cost of these studies is $300,000. 

(c) Surjvc, u:i AIvsi( IThese studies would prvriL, trin wiT 
F. ktinc; 1(,.; 1,borhoods in Managua:'ini-omnert dJta i e cc.r-rrnT--information on many of Mancinuo's neiqhborlioods for which little informationor anlysis now exists, thus makinq planning more difficult. Based onsurveys already undertaken and number of areas yet to be covered, 

several such 
estimated costof these surveys would be $200,000. 
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to modernize budgetary controls. For the VMUP, INCAE is being engoged to 
conduct it-, in-service training program for all Vice Ministry personnel. As 
indkced above, ihis is a lurge, new staff of well-trained but inexperienced 
young people some of whom will understudy the foreign experts they will replace,
Others will be learning their regular job, on the job. INCAE will use its own 
trainers in this work plus subsuming for training purposes some of the time of the 
forcign experts. This factor of time availability to serve within the INCAE-
VMUP in-service training program is being built into the scope of work of each 
foreign expert. 

In the IRR it was suggested that INCAE provide assistance 
in national planning to the Office of Planning. In the intensive review, however,
it was found--in fact, declared--by the GON that INCAE is needed as described 
above to help with Reconstruction Planning and Implementation, not national plan
ning, except a.; they impinge on each other. In this relation, however, thedesire 
of the GON is that INCAE support the reconstruction side of what is hoped will 
be a happy reconstruction-development-social services -recurring costs equation. 

The Planning Office alteady has technical assistance in
national planning from ECLA, financed by IDB. What is needed of INCAE at the 
Planning Office is the knitting into its fabric of 'he capital and program budgeting 
initiatives of VMUP and the Ministry of Finance in such a way that there is a 
Planning Office review from the national economy standpoint of proposed recon
struction inve-tment- Also concerned is the Planning Office view, as professional 
economists, of the r(lation of proposed reconstruction agenda items to such 
constraints as rhe construction arid related industries and the effects on the economy
and inflation of or, imbalance bet-ween public and private sector use of the con
struction industry. In these areas, INCAE can be particularly helpful to the Plan
ning Office in kelping it to play its role in concert with Finance and VMUP, also 
advised by INCAE. 

Thus, the proposed AID Loan will provide up to $500,000
for pariial funding of the new GON-INCAE contract now being negoliated
between them along, the lines noted above. The GON will provide a matching
$500,000 for this contract, and the activity will extend over the life of the 
Immediate Action Program. 

UNCLASSIFIED 
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expected to be made bcfore mid-1975. Thus, while the Urban Sector ReconstructionLoan is geating-up For implem.ntation, the Emergency Pogram Loan wiII be in thefinal stages of disbursement/ further indicating how the emergency, period will melt
into the first pianned stage of the reconstruction.
 

iv) Role of 	the Ministry 
once with procc,_,'	

or Finance in the Urbcn Sector Pronrarn:I(ri in operof ioTtor th 	 In accord1 -ro-m-Loan since earIy 1973,its role 	as Notionci 
r 

andEmergency Committee coordinator for reConstrICti programs, theMinstry of Finance's Office of Coordinatlion and Implementation will performlowing functions for the Immediate Action Program and the A.I.D. 
the fol-

Urban Sector Reconstruction Loon: 

(a) 	 Serve as ovetali coordinator for the Program ad assure that 

aocumentatior fo, mecirc CP§ and other conditions of theLoan are preixired and presented to A.I.D. on a timely basis. 
(b) 	 Serve as tire implementing unit for the capital budget developedby the Vice-Ministry of Uiban Planning. 
(c) 	 Provide any necessary assistance to the VMUP in the collection

of projects frcorn various 	executing agencies. 
(d) 
 Assist the VMUIP in processing the Capital Budget for approval

by appropriate GON autlhoities. 

(e) 	 Once the Capital Budget ik approved, assure that it 	is implemerited 	by various Execuling Agencies. 

(f) Supervise implementation of various activities financed by the 
Frogram. 

(g) 	 Administer A..,D. Loan funds, and GON counterpart funds. 
(h) 	 Assure th-t individual Pro.jrcom Activities are implemented inoccordarce with the policies and guidelines of the ImmediateAction Program and A.I.D. regulations. 

UNCLASSIFIED 
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iii) Operations to Date: To date the Ministry of Finance's Office of 
Coordination mtotio '1 has responsibilities for the coordination and 
overall supervi.3ion ot three loans -- the A.I .D. Emergency Program Loan (524
L-028), the ID3 Emergency Reconstruction Program and the A.I.D. Feasibility
Studies Loan (524-L-024). hile each of these loaos provides funds for different 
purposes, the opraiting mechanism for each is very sirnilar. 

The Office of Coordination and Implementation acts as an intermediary
between the international argencies and the GON Executing Agencies that actualiy 
carry out individc.I projects such as the MVtinistry of Public Works, tle Ministry of 
the Distrito Nacional, DENACAL, AgCuadora, the Ccntral Bank, etc. It operates
for the Nicaraguan public sector much as an Intermedicte Credit Institution acts 
for the private sectort, however, instead of providing subloans it provides subgrants 
to various GON rxecuting A -.ncies for currying specific projects within nout 
larger program and assures ihat ecach projeci is carried out in timely manner and in 
accordance with appropriate reclulations. Working froman approved project listinq,
generally develapd jointly between the CON and Ilh international agencies, this
 
Office has assur:.dl that the A. I.D. 
 Emerency Prograrn Loan was fully committed in 
12 months, that th" IDB loan was proper I>,coordinated and most rapidly implemented,
and that scopes of work for individual feasiLility studies lyve been prepared by
various Executinri Agencies and presentcd to the USAID. After sixteen months this 
Office has established adequate oPerating procedures for project review, accounting, 
disbursement and overall coordination. 

To date, the work with the A. I. D. Emergency Program Loan has absorbed
the greatest amount of time and energy of the Office of Coordination and Imple
mentation and it is this mode:l that will be continued through the Urban Sector Re
construction Loo-n being requ",d for authorization. By the mid-1974 almost the 
entire A.I.D. Eretgonrcy Pro:;rm Loan ($14.4 million) had been committed to 23
activities arid the renaining $0.6 million is now being committed. (A list of Program
Loan activities and the finaticial status of each is included in Annex "22" and 
of this CAP). While cpproxiritely $7.5 million of Program Loan funds have been 
disbursed or are in the process of being diskuised, approximately $3.0 million ofadditional 
Program funds h.ve been e'-:punded and are in various stages of preaiation for re
imbursement. Thus the Mission expects that by the end of CY-1 974, when the Urban 
Sector Loan will e ready for disbursement, the Program Loan will be more than two
thirds disbursed. However, an extension of the TDD for Ihe Program Loan into CY
1975 may be required, but all disbursements for Program Loan activities are now 
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further backstopped by a contract with a U.S. A/E consulting firm f", hospitalstruction activities currently underway. con
the Executing A l;,cies in pitj 

This Division reviews technical plans fromrir'n and i plrrrentinq proiect proposals in accordance w ;Ih appro,' vd Pro-Irarri pkns. The Firiciij I Division is headed by a FinancialAncilyst and stufFc-id ith, three accountants and four auJiors that review the financiaIelem,.uls of irdivJ/, 
 I;rojecr Fropc'sc Is end rtimb)ursemcnf requests,
Cor tiliUls audit over o,-a on and maintain oexpnditurv
the for project ininlementat-ionJin istrat; ., Division of this Ard lastly,Office prov;des the DirLctor and the other
Divisions with overall administra five support.
 

In cdditiorn t. ia Nicarc 1(u.inhave provided and forn ign consullirn personnel thatthis Office Wilh are or-f suppol,close ','orking e lte: hip wi h 
the USAID /issoh also ri.c'intoins ati 5ls Office Pcv id ing tithe O"ices of Ca ,pi,l DeveloFirni, io Jh Mission p,2rsonnel in 

assisfcnca for the nrmc 
Enqi,.jing and the Controllerir, dditional
 

implcu.:n-iacon of A . I 
rupid .,iit.talion (Jr d processing of necessary mciteriaI
D. Progrcois. for the 

assurcd fhat This cln,e and coop..,fat ive relVt ionship hasthe cin e,.of A.I.D. Pwinrm [.c.-..! w',s comm It,d in one ye-ar and thatmatter:, "F coordination arid suiervisirin are most cppropriately d&alt with. 
V/aI,i, the O fice of Coordir,. i ion and Implementation is adequately staffed
for cu'r,:nt Proar-irms, the outhoriynction of the riev,, A .I.D.
struct ion Lc'xn Ubmn Sector Reconpluis a [:-ssible futurr e laI,staff e..:c.rrsi~on in f-ii, Office , 

ID UI f0r rconstruLion Will require some
A d: Iaiiied n(:w stiffing picin for this Office is now
beinq fprepired arid will be present,-d to the UISAIDdisburscrr,-int as a condition precedent tofor lthe [,on buinj icqucsttcd for ouflorizalion.staffirrq In summary,plan will parsonm,.I it, the newthe exintitionac snf'-rvisory. t, 1 
divisions (two or three addi:n.incers (md/or architects will betional firiincral, acc at in 

oddled and some addi( L rard ' udit peisoir,-,l will be
it is (.Xci!cCd provided).that thii In addition,Office will continue fcfirms for fpecial, 
eceive services from consulting'1ec as in the fpast,being providctd to cissis 

!' and up to $200, 0(0 of Loan funds are 
tho Pr 

this Office it) in etirg its expanded responsibilitis underIlbeinc reas md forflribe estalished for the Inmediat 
'n. Also, the I.arnd Purchase FurndA,7iion Pro,rcm toI moy be established in this Office.-owever, other posible aoltcric~tivs are oIso bei rg investi.f.yted such astihis Fund in) the Ce:ntro I estublishing

Land unk or ~ivi Distrnito Naciona I.Purchase Fund be ,:stahlisherl in In any case, should theOffice, the MOF's Coordination and Implemrntationadditional personnel for tho administration of this Fund will be necessary. 

UNCLASSIFIED 

http:Nicarc1(u.in


UNCLASSIFIED 

- 106 

accordance with Article No.2 "The Implementation Unit wi!I control and coordinatefor the Government of Nicairaua tle overall iniplementation of reconstruction programs financed by the intrnatiocnal agencies
carried out wit; The individual activitiesi rogram furich will he supervised by ilheArticle No. Implementatioti3 provides that thia Unit".Impleiventation Unit will: a) coordinateand evaluate the porticular P,"c-7rmn activii supervise 

. . b) collbol'ate with tleExecuting Agencies in the eliaLortion of activity propo als .and analyze the proposals to insure that thc*e 
.rc) study

corme wiin 1heernment priorities of die Coyg) verify that the data and information) coiitainedis true and co r in the proposals. ) mc intain a icnerul cicc<kunting system which willshow flie disburselneins madu fiU(4n internationuf loan funds asOf tld, funds in each aclivity well as the utilization .. 
mend:ti ons con certi j enq 

. n) prelj:rIre or cupi)rove the necessary recoin- Ii i plans an d specificrIionsnecessary moke, . o) when, occord wilh lh2 Execuifnn 
, 

A jencics,chanqes in the cclivitics in order to meel their purposcs 
relevant and necessary 

t and lo avoid difficultiesand problems of coodina-ion," 

In surnmary, rhe Minisiri of Finance'station Office of Coordination and Implemenserves as the CON's od'inini :.trator of interria tionalstruction. loan funds for recon -It receives and review-, project propcu:i lsvarious prepared and presented fromGON Exccutinj Agencics, provides finicncing for these projects and thensupervises the fina"cin() to u li cithft projects are impleiecnfed on aand in accordance v,'ith incdiv:iucil project propoI,uls " 
timely basis 

V/en piojects involve combined cic-lions hy vC1rir'c:s agenc:es
sions are niade anin 

, hIs Mv'Of Office ensures thal actions and decic(-rried forv.' ii. In adrhi nici;thisrequests t-cln tIre v iiobus Executiinr- A 
Office reviews reimbursement
enci s [-iior to submission
agencies to ensure to tlhe internationalccn fo ility ',iIi rei;uIotiocis cfmaintainr, a continuous audit of CON 

each of these organizations andELxecuthi-I A. ecies, p-rt iciprjting in individualreconstruclion progq(a s 10 cissure lvil funcds fron lihe GON and interiiational agenciesOre ut lized for project purpoes. 

The Office of Coo;dinc iton c d inplemeuilNicaCIagaCn lawye- tion is hIeaded by atliut- has young dynamic\%oi.\..,w iing in n; cc:sftun cfion pro iarns since the Monaguo earthaucike 1,1d is nn"o full/ f.iic~r with ti,. opeiationsagencies, part-cularly A.l.D. of the internationaland IDB. The Diiector is served by three Divisionsthat provide necessary technical finoncial and :dwninistrative staff support forexisting Programs. (See Orjclnizat ion Chart of this Office attached asThe Technical Divisicn is currently staffed by one 
Annex 21 ).

engineer, one architect and is 
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In carrying out its duties the Ministry of Finance and Public Credit
will conduct the fiscal policy consistent with the achievement of the best social
and economic development levels, woilking in cluse coordination with the other
orgarnizations of lhe present public sector, and Ihe Na conjl Ecznonic Council. 

The MiNiikry of Financeo vi11 he in charge of [Kindling of the publicdebt, endeavorij-j to the extent [xssible to cbfain the besf financing conditionsand to observe that commitments ore met punctually, 

It will endeavor to achieve thK rmodernizatin of the budjet system,updAting the tle nes of pu nim bud0(irq, irmprovingi tIe organization of theadministrative procedures of l1e (3oveonmwiii dependrencics in order to insure theirefficiency at a cwer cost and continuint i rpro,,ments ii the administion of the 
tax system. 

As adminisrolor of inteirmtic.i- Ic-ns, it \ill conduct the coordinationof prorarms relalcci to rCconsrn ction works tha t cire uriderteken by the different Government dependormes and will acninister fuM,.i,granted to the different decentralized 
organisms. 

ii) Off],., of Cooic li o, ond Ilr)eiricritation
 
:
 

In cid,r to fulfill ,hi" i,.t polIc, 
 stitnnent rrcl carry forward its dutiesas coordinator of re :on;I ructior progfvrn)S ltie Covernment shortly after the earthquake cstblisled through Exuc-utiv,: recree No.7, dcated February 22, 1973, aspecirli:eci Office ocf cordincnl, rn Inolml 2lrriil otion to handle these newWhile duties.this Office ,.vo ori,injll' ,.slrbl toth,ri ,ordinae arid supervise the implemental ion of tI,! A.; . . Erer..r PronIIM,. I oaru , t0ie chfit's and function of thisOffice by mid-1973 ie e-xp:n:!,,d trrouul, [,ci ce 13,c.lted June 6, 1973, to include t ire some fur.(.t io;;s for u II r,,: sht ci iot i lor s providc d by the ol her interno tionol 'n11cwsi, Decree cic.itinq and cxp-ndinq thC fhuction.3 of this Office isatfached a:;Annex "20" . ) 1lis, by June, 1773, the GON had ccated in theMinistry of Fihane !;Ioverlil cordhniliip wti oncliriism to supervise the implementotion
of intenici ional :ar,; prc'viucl for ti e recuri;truc ion. 

Decree No.Z as later modified by Decree No.13, specifics the principalduties of the Ministry of'Finance's Office of Coordination and Implementation. In 
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3. The Miniitry of Finance 

i) Introduction: 

The Ministry of Finance and Public Credit was established through theLaw creating Nicorciguan Ministries of State and Other Dependencies of the ExecutivePower. The Ministry of Finance is in charge of the following matters: 

(a) The Fiscal Policy of the National Government. 

(b) 	 The liquidation, guarantee and payment of the public 
debt. 

(c) 	 The administration of internal and external loans, con
tributions and all that effects the assets of the State. 

(d) The preparation and drafting of the budget that must bepresented to Congjress for its approval and implementation,
and administrotive and economic control over public ex
penditures, without prejudice to the supervision of these 
funds exercis.ed 'y the Court of Accounts. 

(e) The collection and administration of the Government 
;'evenues. 

(f) 	 The administration of public property and assets of the 
Nation. 

(g) 	 T.e administration of the property of the State, and thecarrying out and resolution of all motteis relating to con
tracts or transactions pertaining to such pioperty. 

(h) 	 To serve as the National Emergency Committee's overall 
coordinator for the reconstruction program. 

In carrying out these above duties, the 1974 budget document specifiedthe following as prin:ipal policies of the Ministry of Finance: 
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knowledge wih them 
 and leaving a core

approach wili 

of experience upon their departure.
serve Thisto promote hllstitution-bu;lding efforts.
 

put tog (b) A Plonnir, Cculting fim, 
with the capability to 
ther the packaoc of projects and the capital hudcLIt program,saly to meet a si.Inifica nt condition may be neces.precedecIwell include a. of the Iran.uran planner, Such a team might veryarchitect wi h specialty in site design,tuie ennineer and urban econoiist to put tocm.her infrastruc

miciht cover a the Capital Budc.- to 6 -month period. t. The contract 
counterr):ts WoUid 

Here arain, the relotionship witlibe close, Nicaraguanwi thl thThis typo of exprxritncc could skerve 
Corsi ltnls Providiri on-the-.ob training.to strleienlltecliuicia,~ the cajx:hility of the Nicaraguanencil ing them to perform the fLunction on thcir own the second timearound. 

of specialized in general terms,t:echnicia n thp periodicstrengthen 11 and consul ting introduction.rather than f I rrim oulds weaken certainlyAny t:uch the institutirnintreuction building
cleared cf consulting: effort.in advance firma uouldwith the natuallyother participating be

internatlonal agencie 

continue in It is recoqnized cis essential that the Vice Ministry
its siilificaritplann inljMala 1012 in th, q- nd fite reconstruction of-latits sicff be reinforced to rI(',I- theare brouo t to bccai. ure-t technical cdemaniciAny adviv,,rs ond s thator conssillincjVice Ministry in firms emFployed to assist theitrs C-fiorts would be ihose vwiose efforts wiil enrich the permanentstaff during their 1Cnure thereby leaving the Vice Ministry aWhen stionger organizationthey complcie their assignment. 
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visit was short, i: was extremely valuable and served to help the VMUP developreview procedures comparable with those undeilaken in the California office ofStructures. Mr. Robert Hazen,
Corp., was brought in on TDY 

Manager of New York State Urban Develop-nentto help the VMLJP review the components necessaryto set up a Redeveloprnorit Aq]ency,

issue bonds, etc. 

which would undertake land acquisition,
A!D hias also used some of its grant assistance to bring to Nicaragua a number of prospective candidates for various positions to beas urban designer, iegiora filled, suchplanner, infrastructure engineer and special aid to theVice Minister, This individual recruiting process is continuing at the present time.In addition to sucti short-term assislance financed by AID,long-term assignments for an 
the OAS has fundedurban planner, a traffic engineer and an urban lawyerwhile the UN has provided an urban economist to work with the VMUP. 

This is only a sampling of the many skills that are requiredto bring the tecnnical assistance pronram to a successful conclusion. In total,there will be c.pproxirncalely 24 long-term sp;cialists required,
technicians required with additional
 on a short-term basis for special purposes. 

Naturally, the major obictive of each of the three international agencies ;nvol\'ed in the tcchnical assistcnce program is to strengthenthe permanent capacity of the VMUP. 

Recruitment for personnel will continue, 

This is, by definition, a long-term process.

but it is clear that the program cannotwait until the process is completed. It is likely, therefore,nents of th! Reccnstruction that specific compoeffort may have to lb-conducled by firms under contractfor relatively shoo periods. Two concrcte examples anticipated are: 

individuals, 
(a) Experts in plan revieyw (structural engineering). Suchwith extensive expericince and language ca-abilily are
short supply. Consid'ering in extremely
the vill ncture of the function and the obvious vulnerability of Ihe VMUP to criticis:n if this furnction is not carried out fastidiously,both the VMUP nnd USAID have corre to the conclusion IlraI it would be advisableto contract with a consulling firrm for a relativuly slort period (say 4 months)review plans, toexam ine the buildirg codes and provide on-the-job training foremployees of the VMUP. iirdivduals employed under this contract would work 

closely with Nicr-raguan technicians in both the public and private sectors, sharing 
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meeting of international experts was convened in Managua under the sponsorshipof the IDB, OAS and Woild Bank (liPRD). The report made by this conventionrecomneinded deconcentra ion of Mciaucj's population, industry and commerceby the d'*,e oPm-nent u, b0aIh exist ii Ond new ccmunities on the outskiris. DuringMarch of lhnt ycar, th.- GON si c;.-.d a conhrozI (fincnced by AID) with the CentralAmerican In:t ilue for P-."ine,s Adri inishation (VI.CA,. Tie contract r-stabl ishCdan Adviscry Center to u-:sis tihe CON infornmula irq a gen(rrol strategy for reconstiuction andc dcevelopni-e- and projeclting the levels of extecri I (:ssistance lihatwould be r,'::qLired by iecoln).tIuction pro)rams rl'id projects. A itumooer of si(qnificantposition 1xJ,2ers have b'' :En produced oj a result, wit'h fhe GON re.sponding favorably. 

Dtri1n the sprincg and rumwr months of 1973, ProfessorsMann and von Molftle froin Hlrvard Univesty wen urmong the international expertsthat reviewed t e Mawr,:i, u, situation irom the s](;nJ:):uin of the GON capucily toplon and prfliamreco;rs'uc ion nctivilies. Dr. Adolf Ciberov,s!.i, the Diiector ofthe UNDP's Crenier foi I C. incj, CtLructon ed lr,an PIlain in, came to Moanagua to do a cooiprehe-ivs ive srudy of ti: Ie chnicni osi bance ieccuired by the CONin thc field of uiban planrin,. He ew upon th,, previous worl of Professors Mannand von Mol;i:, as well a:, Dr. Jthe Dvchm'kncin of Ill!, University of Southern Cuiifonia, and c'.,dvors 
corwoctc-d by U. ID in dccvulopinar *I prop,._ for intensive largescale tochnicul cissitanre 1o nulleI d d rinforce IchVice Minisrtry of Urbanning. Und-i his proposial, fh-nnrncin Plan
will Ihe shired Lv the UN') P, the OAS aridA ID. All of the c(e'ncic have octivcl 7y x×liic.'in the recruilment and screeneli iP FROP for Project 524-11 -998-106additional 

iig of I.)tir 

dcj ils 
technical 

on 
,dvikors. (,-o 

for
roclnical A..,istormco progronm for the VMUP.) 

AID hci mode a subsianti(i co!:unitmentc.ssistance to cIssi! to provide technicallle \/KvI P t,o carY ("t is) pre-cribi)c. functions. This arrangementwrs .ornal izecj in April or 19/,1, by .a',©/AG for $:t50,00CO which would serveassist in the str;mm9tmlcr-ih'-f of the ccp,,bilil), of th0 
to 

Vtv' P to carry out its responsibilities in tll(- Leconst,lrut ;,;imi-.vlmc . "hius foi All) hr's provided for periodicvisits by a well.-Iznown U.S. iirbcn lenn-r, corfqe M'::,c--.!iJ'i( nce in q.:irno i ru> J.11 rind 
who hrns had extensive

rnnnll srp :iril lfy in the reconstruction pror ramfor th City of -. ioIo, Yt:'s:.la'a ,. v.,hli was d(c:-rCj,'H by an ernhlquake in 1963.In addition, AID .',,o.
1-rosolvicos of ..411 11/'AeeCl'cnSupervising SIrucluraj the Resarch Directoi aridEn--irieer for ite Crilifurnia Site Office of Architecture ondConstruction, whose speciolly is illcalhluoke resislant construction. Although his 

* With an increase of $2 0 0,00 a.-of June, 1974 
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recreational and low density commercial uses. AID will encourage theestablishmentof an effective program of land acquisition, replanning (throughpetition) disr--osition procedures, international comissuance of bond5for parcels, redeemable at a special premium 
to property owners, in payment 

or discount in the peripheral ureasthe city. This could be supplemcnted by the i.ssuance of a dcree which would 
of 

cs~ablish (in Interini 0,t, District, (,ivingspecial powersonly essenfinl uses to the VMUP to approvein that area and then only subject to limited life andconditions. specia!Another imnportant consideraticontaking any work, in this area, is lhat , prior to undera careful study of infrastructure capacityhave and condition wouldto be undertaken to deterinn exarctly what infrastructure capability actuallyexists in the old center. 

of the tasks outlined above, 
The mot effective mechanism for accomplishing allat least

be a Redcveloiient Coiroration. 
in the old center of Managua would probablyAID, in collaboration with the GON will continueto explore the possibility of establishing such a mechanism. 

with the dornaged areca 
AID, thoucjh not directly involved, is also concernedof Mangua (Zone 2) and would urge that the VMUP undertakecondition of strutures surveys, 
 special fault zoning studies, obsolescence surveys,
to determine the degrec: and magnitud,.i of investmentrehabilitate these are,s. 

that should be undertaken toThe compcibili y of rehabilitation withshould also be taken under considercit ion. 
new uses proposed

It is evident that the ambitious programs
described herein will require a ralher stiong capability in areas
ning, enginc.erin, archiecture such as urban planurban economics, urban programming, and a hostof other related speciallies. 

v1. \//,UP's lechinicol Assistance Recquirements:assistance for long.-rariae p"lannigafor-thtereconstruction The first majorof anoua came fromMexican urban planning firm, a 
to the earlrLquCldC. 

which had aIi eady been working in Nicaragua priorThe wor of this firm resulted in an idealized city center planand a conceptual plan for retbuilding and restructuring the future growth of Managuain a deconcentroted cellular allern. 

During the nine-nonth period while the work of the Mexicanteam was in progress, other studies were underway. In March and April, 1973, a 
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(a) Preparation of the Capital Budget; and 

(b) Review of projects to raxirnilze the impact of capitalinvestment in the implemerdtion of Ikc immediate action program's criteria. 

These octivilivs will h) cnrried out in accordance withpolicies con'-rncd with land wse, circultion pattern, location of community facil-.itics, etc. 1h3 program w il servo to cilble the VMUP to confinue refiningcrtikria to mcecl itsthe specilic nueds of Ilic M'magua R-'Jeveloprnmlt Program.continuous process will rusult in a ffe,,iblh 
This 

cthanqing aster Plan that will respond to the ever-"Iroo
nuods of 0i rn it .noit:-. Concurrenily, it is con tcmplated that atintervals of I cr 2 years, i; VMII- ,il Untify avil form, specific FXJC'.eq9C of projects whichin rKectt a cu;l..12? bUdgrt pmu.
in this continluuu3! process, 

A si.x-year c>cle will be established
"he first -. ar's projects vill be relatively detailed withro,.ard to co.;-, location, Iirn,tphasinc! etc., While the remaining five years ofproje't pacharucs wuukI prc:,ressivo.l, less d-tailed. Tho c,n linuous processwould move H , ,ccnd yze'ar

refining 
to the first y--r( third to racoid, etc., constantlythe d.ta ilI i niplcmonloIon -cc, nes more i!rmiuinent.as 

1he VMUP will1valu'aso Iliav t, iv .o'sibi ify ror i;-j progressby it of p.:ojects boing implementedh Execul inr Agencic-. difng cacl )car of the Pro::cmni and making recommendatons
for viodification for following years.
 

Putinj the cupial hudgel inlt
year--by-yenr I'rocess. actuc1I operation Is aEach year when the current admninistrative budget is formulaed, one y),-ar of the capi,:m i hudhj t is incpoiatd, No accurate accountingrecords, thrrcfolc, (1Cre kp; o,-iI!, copiitol [,,udgct as such; it becomes a matter ofrecord only when Ilhe capil.il
Annex " 30 

ien,s Oppeor in,the culrcrt administrative budget. (See" for description of sug ,stcd Capii l BLJJclet and Processing Procedures). 

It is contempla ted Ialt all ptblilc agencies will submitproject projections to thu \'A P 
in the 

to enil l,the \"'vlUP to e;anine those projectionscontext of achievijig tho recdevelol:.nt prommira,'s c4 juctives with regard to
location, financilg nd Iimii.j. A ..D . V,ill urge the GON 
to issue a decree whichwill guarantee tiat all govorrmei ial ugunc.ius adheie to this procedure. 

Although tie A.I.D.projects that will be built only on 
loan program will be financingthe periphery of the city (between the By-Passand the Outer Beltwoy High'ay), the otlher components of the ReconstructionProgram, in whatever' manner they may be financed, are also of concern to A.I .D.For example, one co;lponent of that program is the old center of the city whereA.I.D. urges delayed redeveiopment., and then, only for institutional, governmental, 
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premium in Managua today, the private sector has outbid the VMUP for some ofthe more capable cngineers. Nevertheless, in spite of the initial slow slart, theVMUP plan exciminotion rate is now beginning to keep F^ice with the rate of submission of buiid;n- plan:. (See Annex 19 thrct contains a more detailed analysisof the VMUP's staft cai>slbilitics to process plans.an overoill analysis of the VU 
In addition, Annex 21 providesUP's p,'ocedures for plan re.vicw conducted by Mr.John F. Meehan, from the Stale of California's Building Code Division.) 

However, in spite of the progress made thus far, it wouldseem advisable to pfovide whitever assistance is necessary to help accelciate theprocess of "Plan Rcview". USA IDwill continue to promote a programassistance in this crca of technicalfor the Vice Ministry dircctly, in addition to a rro lrum ofeducalion for tcchnicians in the private sector, as exempliiied by seminars conductedby visitirg structura, engineers earlier in tie year. Such seminars help techniciansin both the pub!ic arid private sectors to gain better ur, tertnnding of the BuildingCodes. a
1his progrJm v,.-ill be complemented by tihe advisors or consulting firms whowill be war king wiih 0he StnUctUlal 

complete, 
Safety Section of the Vice Ministry. With\.el! prepair:d subminsions, refleclinq a better understanding of the newcode, we expec;t tkui the Plan P\,iew Process %,il!speed up rather than hold back,
the teconslruction effor I, 
 in strict ccnpliance v.ith the anti-seismic provisions of


the Buildinj Code.
 

v. VMUP's Role in Prorofnm mplerentl;on:objective of the Reconstruclior The principalLoan now under consideriation is to finance projectsthat are contemplaied lo fit into th- overall prcc,,jam of deconcentration in atrolled,well-structure-d conmanner, prk'iding a Cnpilal Budgetsupported Programming System,,yan urhbn pdlanning process. The VMUP's responsibilities in the Reconstruction Procam are t, p cpxire0 an iminediale uct ion program and a master plan forthe long-range recowiruction of Mancgua,
be instrumental in 

iden t ify and process projects which willali ieving red,,velopment 9 als ind enforcing the zoning andstructural slety provisions for new construction. The CON considers these responsibilities of sufficient imporlance to give cabinet iank to Ihe VMUP to abet programimplementation. 

The specific responsibilities of the VMUP with regardimplementation of the Immediate Action Program and the Urban Sector Reconstruction 
to the 

Loan will be: 
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(d) The zoning section checks the plans approved by thestructural safety section to ba sure they are all signed, scaled, dated, etc., andthen it prepares the VMUP conditional approval papers. These papers consist ofsign-off by the uher government agoncies concerned with land use or taxation;San;dud, Distrito l',acional, Junta Local, Catastro and Seguro Social. This sectionplaces one set of plans in the official file and returns 3 sets and the conditionalapproval papers to flie owner of the property. 

(e) The owner leaves oneNacional and maintains one 
set of plans with the Distritoset in the cons!ruclion site office. He gets the signature and seal of the required offices paying ti:e taxes required. 

(F) With lie condilic nal opprovul papers complete, theowner returns the documentation to the VMUP and gets its official permission

placard to start conslruction.
 

(q) As the construction progresses, inspections are madeto check conformity with the approved plans. A final approval is given if the construction is in accordance with tlie plans. 

iv. Analysis of the Plan Review Process: Tic Plan Review Processof the VMUP moves a-fI-e low ,tea aT JU/FlHA insuring office in theUnited Stotes and, coW:eC uently,1 Nicaraguan builders have criticisms similar to
those generatfed b, deliys in FHA processing. 1here are some 
minor adjustnnts toVMUP proc ssin.1 thot could sliqhtly roduce thn time between submission of a requestto build and granting of permission. These adjustments include instant review ofthe submi!:;ion for c:erpletenes before accepting the submission, "red lining" comments on tracing p.plr, etc. Howv,'.vr, the major dilemma in the processing
procedure is the delay ini structuril safety roview. 

Tilt) new provir.ions of the Monigua Building Code adopted early
in 1973 are not univerSally understood in the private sector and often plans and sbecifications arc submitted for processing that are either incomplete or inconsistent. This,naturally, multiplies the work.of processin.i. With qualified structural engineers at a 
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implementation of urban planning. If the VMUP did not have the power of reviewof each and every building pe!n-nit, there would be little incentive for the variousagencies invoived in urban devo,1opmen, to adhere to cl muster plan. However,wiih this review rower, the Vice Ministry has sufficient authority to assure compliance of the various agencies in the coordinated redevelopment of Managua. 

The St.,ccal Studics. Division presently has 7 Professionaland 24 non-proi'essional personnel and udministers the geological survey of Managua contracted for with Woodward i.undgren and Associates. This division suppliesfacts to the V*ce MWnistry essential for projections in the planning process. 

ii. VMUP' Plan Review Process (Description of the Process):The following stcps are folloved by any prorrty owner seeking the VMU P'smission to construct or r6pair c 
per

structure in the National District. At any timeduring this process if the submission is found in error, it is returned to the central 
conr'ol desk for troansmission io the owner. 

(a) The owner of a property submits his plans (5 copies)and specificatios to a central control desk where they are logged in. 

(b) Central control sends the plans to the zoning and
compliance sec'ion, 
 which revie,.s the submission to see if it is complete, signed,etc. and if it is witl'in the permissible lot-J use, set-backs, open space, etc.Once initially approved, the ,ubmission passes through the central control desk
and is logged into die structurcl safety section. 

(c) The structural safety section reviews the plans andspecifications to determine if the building is structurally sound and within thebuilding code. Unless there is a major conceptual error, the minor errors arenoted and a memo drafted to the owner for correction. Once the submission isin satisfactory condil on, the chief of the seclion reviews all approvals. Attentionis paid to the illustrative details of the blueprints. Once the final approval isgiven, the struclural safety section passes one copy of the plans to the inspectionsection and four copies pass through central control on the way to the zoning and 
compliance sect:on. 
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SECTION VII - PROGRAM ANALYSIS 

1. Problem:, or Constraints Being Addressed by the Program 
The Urban Sector Projram being requested for authorization in this CAP wHIfaddress the following major problems or constraints in the GON's reconstruction 

effort: 

A. Reconstruction Resource Requirements:gantic reconstglccion Nicaragua is faced by a7V- ' --wil extend over at 	 gileast the next ten years.total cost of roconStruction and deconcentrated urban development raneas from 
The 

low of $700 million ato as high as $1.0 billionnew burden on a Government that was 
or more and will place a tremendous

not fully able tosponsibi lifies to thu discharge its financial re-Nicaraguan people prior to the earthquake.con-ribule to providing some This Program willof tho initial fincincial resources required for this massive rcconstruction cffo-t and will continue the A.I.D. effor: at assisting the GONwith lApital a-sisl'inco to recover from the effects of the Managua earthquake. (Ananaily.is of the sp.ciic financial nap being filled by this ['roqram is
Section IV conu
POt 7 ned inand a current analysis of the Nicaraguan macro--economicsituction is attached as Annex 113" ). 

B. Rbuild;n Vital PuIic Facilities ,nd Expandinq Infrastructure:noted carli3r, Tt -tuo-of Managua's 	 AsS, com aandware"se space,and public and privote secior offices were heavily concentrated in the downtownand were 	 areadestroyed by 1he earthquake. In addition,work, 	 Monagua's infrastructure netalso largely concentrated in the old downtown area,
ously disrupted by the quake, was dcmaged and seri
th and has been removed from immediate major use by
d-3molition and c!,-an-up pro,,rom thus necessitating the heavy use of the limitedinfrastructure in the r)i iphery and suburban 
areas.
begin replacing soni. 	 Efforts hove been initiated to 
as hospitals, schools, 	

of the highest priority facilities destroyed by the quake suchand shoppin- areas, arid vxpanding availablethe pgriphory and suhurban 	 infrastructure inareas. However, much remains to be done justManagua back to i's pro-earthquake to getlevel of services,that even prior to Cccornber 23, 	
facilities and iicflinstructure1972, were not adequate for servicing the rapidlygrowing population. 
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The DN's projects to be financed by this program will become theresponsibility of the Division of Public Works of the DN. The Division has had asimilar responsibility for the implementation of the program loan projects which
has resulted in increased experience to the DN in the administration and imDp; 
 -mentation of projects along A.l.D. requirements and guidelines. The Divisiolhas performed well. Results have been many new streets, avenues, and by-passes,lined drainage canals, bridges and the repair of public buildings. It is expectedthat this Division will perform a similar role under this program, USAID feels thatwith some increase in its technical capacity and assistance from consulting firmsfor the larger projects, the DN can implement the projects to be financed by this 
program. 

Mostof the work that the Division will perform will be the constructionof city street- and avenues. Construction has been accomplished using the force
account method cnd the award of competitive bids. 
 The DN has turned almostcompletely to construction by private contractors and the force account method is
used only when the work is not suitable or is too small 
to attract competitive bids.The DN retains construction and/or maintenance capability for such cases. It isexpected that ihe projects of the DN that will be financed by this program willbe constructed by piivale contractors. 

viii) The Central Bank's Fondo Especial de Desarrollo (FED) 

The Nicaraguan Central Bank's FED will be the Executing Agency forthe Small Enterprises Reconstruction Fund. A detailed description of the FED andparticipating financial institutions is provided in Section VII , Part 8, and. in
Annex 16. 
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This po.ion of the program involves a number of governmental departments with an overap of action-step responsibility. The general intent of thisphase is to prov;de facilities for public benefit that becomemunicipality. In general the program 
an asset to the overall

will provide: market places for the wholesale trade along wifh additional markets for the ger;.2raI public olong with smallermarkets for the casual shopper, bus terminaIs in both the eastern and westernalong with the sectorsIlser, but equally importan-,the various routes, bus stops at convenient locations alongpost offices located
and western area; 

near the populution clusters in both the easternfire stitons to serve the newly developed districts; a library alongwith the strategicaly locatd health centers.
phase, will be such actions to 
As a closely related function of this
facilitate the establishment of small industries vihichmay require some installations of plants and equipment that will be beyond thecapability of the small businesrnien. 

vii) Distrito Nacionacl (DN Ci-y of Managua) 

The DN is the municipal authority of the city of Managua and responsiblefor the city's munici pal operation. The highest authority of the DN is the Minister ofthe Distrito Naciono I and is equa I to a ccalhnet posit ion of the central governmenf.The Minister's authority is delgated by the President of the Republic of Nicaragua. 
As in most cities in Latin America,struclion and maintcrnance of city streets, 

the DN is responsible for the conpublic marl-ets, slaughterhouses
and recreation facilities, parksbus terminals and most munici[xil services.not directly responsible for waler supply, The city is
 
are sewaoc disposal and electrification which
services provide-] by the semi-autono,;oUUs agencies like Aguadora, DENACALand ENALUF. 

The Vice-Ministry ofVice -Ministry Jiban Planning is responsible to the DN.was created in C)ctober 4, 1973, Thebecause of the urgant need todelegate authority (2nd have sinjular attention for the reconstruction of Manalua.The Vice-Ministry -s the Offic. that will inplcment much of this program as described in detail in another part of this CAP. 

Consthucciones Nacionales (CN) which will implere nt the constructionof the public facilities and public offices for this program is also responsible toMinister of the Distrito Nacional. theDN is well staffed and participated very muchin the implementation of projects financed by the Program Loan. 
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the structure by the user agency,
the mission. 

the task assigned to Public Works to accomplishAt this point the Public Works would determine and select theprofessional talent required to prepare the plans and specifications along withmanagement of fhe contracting arrangements. Competitive bids would then bereceived and the contract awarded. The actual supervision (inspection) and contract administration would be performed by Public Works either with theirstaff or ownunder a contract with one of the many firms that have that capability. 

The need for the construction of several complete market complexeshas been acknowledged and studies are
community marKe"s 

now underway. The construction of smallare contemplated and may also be funded under this program.These would be widely scattered within the various residential areas. 

The two inter-u.ban bus terminals come
scio Nacional del Transporte. This acq 
under the authority of Conncy is actively engaged in the planning
stage of these two terminals. The construction of small community bus stations
are also under consideration.
 

The fire department envisions the construction of at least threestations to adu:qutely cover the newnew zones of development. Plans are now beingprepared for the standard type of installation along with the taking of the initialsteps to obtain tF1e land. With the devastating blow suffered by fhe fire departmentduring the last disaster, considerable carethe location of the new 
is being exercised in the selection offacilities along with a critical analysis of tile design criteria.The constructior of these stations should be funded to the tune of about one andhalf million Cordobos ($200,000) each not including the cost of the land. 

There is indication that the construction of a library should includeother functions in the cultural field. 
structure will include such things as 

Under the plans contemplated by MEP this an art training center,performing arts, small theaters for theexposition halls and other cultural fucilities. It is envisioned thatthe Escuela dc Bellas Artes would be housed in this structure. 

It was proposed that a building for theunder this program. At this time 
National Archives be considered 

in the National Palace. 
the Archives are housed in very marginal facilities(Within a few years the termites will have destroyed mostof the records). 
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which did survive the earthquake but suffered considerable domage. This buildingalso contains the main post office. It will decrease in importance as new station/exchanges are connpctud. Exact site of the new main building will be decidedpending culmination of plans by the Vice-Ministry of Urban Planning. 

It is the opinion of A. 1.D. engineers that TELCOR buscompetence to implemenit the woJL 
the necessary

proposed for inclusion in the Immediate Action 
Program. 

Since prexaring their construction plans for 1973-1976, TELCOR hasseen the need for an aditional 10, 030 lines above those listed as having fundingarrangeme nts secured. Three additin'J l Mobile Exchange Units would be in~taltedfor permrnent as well as interim use. They can tbe connected to overhead and underground lines, and in" addition cyF.rate in conjunction with microwave.can 
Erich unithas a caopcity of I, N)0 linies. TELCOF considers line installtlon cost of S,100 pernumber, including, incr inental cot of exchange fociilities. On that basis, the3 units vould require S1,200,000 including line costs to serve 3,000 customers.I he other 7,000 lines wo ul, he coniect.d to the conventior,.l exchanges scheduledat the same iate of $400 per "ine on u tolcal of $2,800,000. 

vi) Construcciores Nacincr ls (CN) 

Corstrucci ntes Nacion,,lcs is the construction subdivision of the Minisiry of PLu.,lic Works a nd is responsil)le for the (iove.inment's construction program.
In effect it is resporsihi., for the conlsti 
 cI ion for all public buildirins financed underthe national Iudget. Dojiig the confu,ion of the post earthquake period CN immediately be:) :epanrei i cnd exprindrig 
Os 

the most urgently needed structures, suchthe expi nsion of Vel.". Pciz li ospitnl r do the restorolion of vital institutions. Thedeporlment was oblon 
 to rcepond rrpWily to the assi ,rd tasks and operated under a
force occoun" Ootonc;emen! to produce S ,edy results. In other (c:-.es, such a,, thetwo nv' lIc-spito i contr cts, the dep. rtnent was instuinentol in the supervision ofIIe archit fe Inutpreporction of Hie pkins and specifications alonq with the awardof construction co titraccts ond inspection of the worl:s. In total, the depoitmenlwell organized to handle those functions, tht they may be called upon 
is 

to perform. 

Under the Immediate Action Program, the reconstruction and expansionof public builings, will he a majoi octivity and this department will play a key role.The optimum arrangement would follow the path of identifying the requirements of 
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It is estimated that the cost of installing sewer mains to these areaswould be about 17, 195, 000 Cordobas ($2,456,600). The commercial entrepreneurswould have to pcy 1,608,000 Cordobas ($230,000) for the service connection charges. 

Th1 Empresa AgJuadora states that they are arranging to construct one0.5 M.G. storacle 'ank, one 500 qprn ca'xlcity well and about one kilometer of12" A .C. main to south of the area America No.4 in order to provide immediatelyan adequate pressure to this hiqh service area. It is estimated that Aguodora will

fund this construction at a cost of 1,700,000 Cordobas.
 

To meet the 1976, peak loads with adequate pressure for Americas 1-3-4low cost housing' areas, AguaCdomo states hact they will request financing for two 2.5M.G. concrete storage tanks located in the vicinity of the above 0.5 MG tank,
kilometers of 24" ductile irnn pipe, 
3
 

one kilorneter of 16" ductile iron pipe and about500 ieters of 12" A .C . pip2 . It is estimated that about 7,700,000 Cordobas ($1, 100,000) v,ill be required to finance thcse faci litie including design. 

The USAID is confident that DENACAL can undertake the activities included in the rnrned;ate Action Program. 

v) Tele Communication (IELCOR) 

TELCOR,(Telecommrrunications and Correos), whiie owned entirely by theGON, is an independent entity for operatin! purposes. The organization ;s similar tothose in various other countries in that post office and leleco-imnunication serviccs areunder one head; i .n., the Director General of TELCOR. See Organization Charl. 

The telecommunicaticn system is operated as a separate organization withauthority to acclui- nroperty, contrct obliqalions, and execute all legal acts necessaryor convenient to accomplish its objectives. Prime objectives are management and
operation of comrn.unicntion facilities for public and privote use. 

The system consists of lines serving 20,000 subscribers with automatictelephone equipff.cnt, microwcave, carricr, inferrcrtional radio, telex ond variousexchanges and fcilities such os the recently initiated automobile telephone service.Majority of equipmnt is West C..iman, Japnese, and Swedish. There is someAmerican equip'm)ent such as the Motorola car telephone, and negoations arC underway for future U.S. equipment. The principal exchange is in the original building 
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Sewer Projects: The firm Hazen-Sawyer-Chan Engineers had prepareda plan for DENACAL for the disposal of sewage prior to the earthquake of December,
1972, which would provide for treatment at Portezuelo and then discharge into Lake 
Managua. The Inter-American Development Bank (IDB) provided financing for thiswork and for distribution extensions in numerous communities under IDB Loan No.267 SF/NI. DENACAL reappraised th2 project after the earThquake and obtained 
approval of he WD to study an alternate for sewnce disposal. The study of analternate by Hazen-.S."iwyer-Chan recommended that the best solution technically
and economically would be to construct the interceptor sewer so flow would proceedfrom east to west aiorj the southern shore of Luke Managua and discharge at the Los
Brasiles area and after treatment be pumped to irrigated areas in Los Brasi les. A
feasibility study to consider the cost, and benefits to be derived from application of
the water thus made available for irrigation farming will be considered separately.
The estimated cost of this scheme would be about 69,460,000 Cerdobas for the firststage and 20,470,000 for additional facilities after 1980. The ultimate capacity

of this sewer interceptor is designed for 78.1 MOD in the year 1990 which wi IIbe
adequate for one million people. 
 The IDB Loxmn will provide financing for the final
design of the first stcrj(! construction of the main interceptor sewer, a study for the 
survey of the damage to the existing, sewers, and for the installation of sewers in 15
satellite comnmunities all of which were designed by DENACAL. 

The GON has requested the ID3 to consider a new loan of about 238
million Cordotas ($34 million) to piovide financing for additional development

which shall include among othur infrustructure, additional satellite communities

and connecting lat-ra,Is to the main interceptor sewer from outlying communities. 

[oth Empiesa Aguadora and DENACAL have definite plans, financing
and construction irrplurnentation for the major pFrtion of the immediate program
and are awaiting fu, ther instructions for the deconcentration program plans now 
being prepared by the VMUP. 

There are tlrce areas of concentration within the Immediate Action
Program in which Ep,us, Acjuadora and DENACAL will be preparing plans for waterand sewercie. These areas are (I) Nori h Hi clw-ny industrial/commercial strip, (2)
the Eastern Conmercial Zone and (3) the Western Commercial Zone. It has been
estimated that the cost of installing min water service to these areas would he about
91240,000 Cordobas ($1,320,00). The commercial entrepreneurs would have to 
pay 946,000 Cordobas ($135, 140) for the service connection charges. 
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The water sources for the City at Managua area, Laouna de Asososca,a volcanic crater in the western part of the city is the main source.
average yield from this source 
The dependable


is estimated at 20 million gallons per dayhowever, (MGD),during years of normal rainfall about 25% more water can be withdrawn.Four wells drill-d at Altamira provide a safe yield of 2 MGD while the new batteryof six wells being developed at Las Mercedes will provide a safe yield of 17.5
MGD. 
 Two w*Iis are being constructed in Open //3 community with a safe yield
of 0.72 MGD. The average daily demand 
on the existing system which serves about68% of the popuizition was 23.7 MGD for March, 1973, which if projected at thesome rate of consumption and serving about 78% of the population in 1976, willbe about 35.1 MGD leaving the city with very little excess capacity unless additionalsources are developed. Empresa Aguadora is investigating the possibility of constructing a 42" main from the west side of Managua to Lake Nicaragua, a distance

of 40 kilometers.
 

The USAID is confident that the Empresa Aguadora can adequately undertake activities ircluded in the Immediate Action Program. 

iv) Depe'rtamento Nacional de Acueductos y Alcantarillados 

DENIACAL is the organization charged with the responsibility of operating,expanding and mairtaining the entire sewage system for the city of Managua.
organization is under the management of an 
This
 

Executive Director who reports directly
to the Ministry of Public Health and is divided into three divisions, studies and 
construction, administrative, and operation and maintenance. 

DENACAL is well organized and knowledgeable on all aspects of thesewer system. This organization has contracted the services of Hazen-Sawyer-ChanEngineers to design the major interceptor sewage collector system along Lake Managua from east to west. 
A study of Los Brasiles area for disposal of the waste water on
irrigable land is underway. DENACAL 
 prepares the designs for the interior sewagecollection systems. Detail plans for the exransion of nine emergency developmentareas were provided to the USAID as an example of their competence. DENACALnormally contracts for the construction of the major portions of sewers. To the extentpossible they do construct the smaller collection systems, all house connections and
maintenance. 
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Water Projects: The finn Hazen-Sawyer-Chan Engineers prepareda report for a77--' earthquake Immediate Water Project for the City of Managuawhich was estimated at '9.5 million and consisted of irnmediate repair and re
sisting of Opri !13, 

tile provisions of water supply to 15 satellite communities con
habilitation wo:rks, 

Open /'2, Open "1, Quinto Nino, El Horizonte, Barrio Urbina, Las Jac:ui ls JocoIC" Do1 Ice, Sk-n Pe(dro, El LEs,- .nto, Sail JLudas Sur,d u SanIsidoro Bolas, I.cLaa Linda, Torres Molina 2, and Pochocucpe, the development ofa new source of water supply from wells at Las Mercedes, and additional transmission mains 61efly to serve the lhich service Zones which have hod an influx ofpopulation because of the earthquake . Tlh 
 IBRD and Empresa Aauadora signed aloan BIPRE 603 NI on March 17, 1972, for $6.9 million to provide funds for the
above project. The loan can 
be used for il-e.bilitior,, all foreiqn exchange costs,95% of local mralerials costs and 28% of local labor costs. The IDA under LoanNo.389 NI for $2..' million can be used to finance 55 of the local labor costsand ne-ded swdics . The Government of Nicuraguo would provide counterpartfin:1ncinq of the wek in the amount of about 15 to 20 million cordobas. 

ceived bids 
Under these loon funds, Emprtysa A quadoia issued invitations and reon Apr;1 5, 1974, on two con'11ri-ction trarches. One tranche for theSupply and irsfallction of 57,560 linear irelrs of 4" to 12" asbestos cement pipeand 37,200 lin.ejr meters of 2" PVC was bid at 3,266,697 Cordobas ($466,671) byMonolitica, S.A., of Ecuador who was the lowest bidder of eight local and international firms. The seccnd hanche for the furnishing nd installing of 24,840 linearmeteis of 16" to 36" ductile iron pipe and 200 linear metes of 6" to 12" asbestoscement pipe, was bid at 5,502,120.25 Cordobas (S786,017) by AISA of Nicaragua
who was the lowest bidder of six local and U.S. 
 firms. Bids were also received forthe manufaclurer ord supply of 12,000 pip!- saddles by Fundicion Industrial of Nicaragua for 2-10,010 Cordobas ($341,287.14) who was Ihe lowest bidder of five localand international firms, and of 12,000 corporation slops by NIBCO of Mexico for
157,010 Corclobc:s ("22,-i30) who was 
the lowest bidder of four Mexican and U.S.firms. fhe remainirg work khs not yet been bid. 

The Housing Bank of Nicaragua is negotiating a loan with EmpresaAguadora for 5.5 million Cordobas to partially finance the installation of 11,000house connections 
The 

in the low-cost housing developments of Americas 1-2-3-4.Empiesa Aguado, a will finance 6.5 million Cordobas to meet the cost of the
labor for installation. 
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A plan has been finalized for the construction of a 138 KV transmission tie line around the city of Mcnagua, starting from the site of proposed LosBrasiles substation at the northwest edge of the city, making a southern loop, andtyfng into the exi:ting transmissi)n line at the Tipitapa substation northeast ofManagua. One 30 MVA substation to be called Managua South will be built atapproximately the ind-point of the loop. 

Los Brasiles is the terminus for the transmission line from the PuertoSomoza power plant. The Managua South substation will be a distribution sourcefor the southeastern area and perhaps a take-off point for a double circuit tap
north into Zone 4. A Zone 4 substation will be located when the master plan is

finalized.
 

The Asososca substation, in the industrial area,existing 15 MVA is being enlarged fromcapacity to 30 MVA. Tipitapa to the east of Managua, will alsobe expanded from 15 to 30 MVA. The oriental substation between Managua and
Tipitapa is now 
30 MVA. 

Distiibution lines will be built from the various substations in the outlying areas. Of interest to A.I.D. 
 will be those to be constructed in Zone 4 and
extending easterly 'and southeasterly.
 

iii) Empresa Auadorade Managua (AGUADORA) 

Aguadora is the organizotion charged with the responsibility of operating,expanding and mantaining the entire water system for the city of Managua. 
 This
organization is under the direction of a Manager and Deputy Manager responsible
the Ministry of Public Works. to
It is divided into three divisions, the technical, administrative and data processing each of which is sub-divided into specific taskassignments to carry out the operatons of the water company.and knowledgeable It is well organizedon all aspects of the existing system and actively processing allthe proposed activities of the planned fuluie expansion. The Company has contractedwith Hazen-Sawyer-C.lan Enqineers for the majoar designs of the transmission systemwhile they perform the designs for the distibution system. The Company also installsall house connections and performs all the maintenance and operation of the system.It also does all procurement, contracting and bill collecting. 
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Although the Managua power placnt suffered serious, extensive damage,
15 MW unit #1 was back on line within 20 days, 15 MW #2 within 40 days, and40MW #3 withi-i four (4) months. As further testimony to the ability of the ENALUFoperating staff, the morning ofter the earthquake, a load of 20 MW in those sectionsof Managua with the least damage, was served and crews began immediately restoring service ,1o those place- that were determined safe. Temporary connections
 
were made to the transmission system, substation equipment was repaired, movedand improvised; sc that as the generators were restored to service, the Company
was able to connect critical load. Already the 30 to 40 MW load that was lost is
 
being replaced.
 

Plans for future expansion have been prepared. These are awaiting
the overall plans of the Vice-Ministry of Urban Planning for finalizing and for
locating substations and distribution lines. 
 ENALUF has included plans for intertieswith other Cential American countries and is quite dedicated toward an ultimate
Central American grid, which should save enormous investments in reserve generation as well as increasing reliability and strength of systems in each participating
 
country.
 

ENALUF completed their first rural electrification project in 1968. Itis operating successfully. Usape in only the fourth year of operation is nearly doublethe usage estimtnted in the fecasibility study for the tenth year of operation. A I . D.is financing twvo more electric cooperative projects 1-rough Loans 524-L-021 and
524-L--025, each of which contribute 64% of total cost of the respective project.ENALUF and th2 GON contribute the cordoba funds amounting to 36% of the cost 
of these projects. 

Object of the power portion of this endeavor is to assist in developmentand implementation of the electric utility plans which are a part of the Managuamaster plan of the Vice-Ministy of Uiban Planning. ENALUF envisions an invest
ment of approxima.e1y $50,000, 000 by 1977, in the reconstruction effort. 

Since Ihe GON is strivinc to deconcentiate and deccntialize Managua,ENALUF is planninq their construction program accordingly. New substations,transmission, and distribution facilities will be required in the areas designated forhousing, commercial cnd industrial establishments. Generation will necessarily haveto be expanded as scheduled, but not for the immediate period of time involving this 
program. 
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USAID review of the capabilities of the Highway Departmentthey are udequarely staffed, indicate thatprovided that funding is available for A/E consultants,to carry out aclivities included within the Immediate Action Program.
 

ii) Empresa Nacional de 
 Luz y Fuerza (ENALUF) 

As in other countries this power company is the result of a gradual evolution resulting from the merging of various small companies, and eventually beingwholly owned by the Government of Nicaragua. ENALUF as it is now organizedwas made an autonomous public utility in 1954, Personerra Jurrdica, and authorityto acquire property, contract obligations and execute all legal acts necessary or
convenient to accomplish its objectives.
 

According to its charter dated October 23, 1954, prime objectives areproduction and distribution of electric lighting and power to public and private users. 

ENALUF executive management consists of a Board of Directors,utive President who is Chairman of the Board, 
Exec

and a General Manager. Below thislevel are the General Assistant I'Aanager, Administrative Assistant Manager, Auditor,several operational divisions, and a Public Relations Office. 

The Board of Directors consists of the Chairman, a representative of theprivate sector, a representative of the minority party and their respective alternates.
All board members are appointed by the President of Nicaragua for two-year
terms. Principai executives are appointed by the board; 
renewal 

principal operating officearsby the Executive Pres'dent and the General Manager. ENALLJF has 56 professionallevel personnel, including 40 engineers, 4 CPA's, five (5) lawyers, four (4) economists
and three (3) medical doctors.
 

experience, 
It is the opinion of A .1. D. engineers that the organization has the necessary
technicril and physical capability, and adequate consultant assistance toimplement the work proposed for A.I.D. participaition. 

ENALUF hus been operating for 20 years, during which time it hasexpanded from a capability of 12,000 KW generaling capacity to 160,000 KVW1974. A innew thermal power stations, Puerto Somoza, is under construction and willadd 150 MW to the system generation capacity. 
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plans, carrying out investigations on basic informationmaintaining an adequate control on 
for planning purposes andthe programming of construction works.more, Furtheramongst its specific obligations,

fication of pr,-jects that servo as 
they have to evaluate the economical justibase for obtaining loans from international loanagencies, for the construction of the roads. 

The Supervision and Studies Division is in charge of the execution ofall the road construction sub-programs financed by foreign loans,important roads, and a few other!ts functions are to program, org-1n;ze,execution of the works; direct and supervise theprepare documents to establish the basis of the competitionsand organize bi's for the projects. It also makes requests for reimbursement fromthe loans for the amounts disbursed to carry out the projects,other Governme.,t activity related 
and cooperate in anyto the transportation sector and other nationalScope activities. 

In uddition to being responsible for the routine work related with themaintenance and improvement of the roads of the country, 
 this Division also has
the responsibility of executing the road programs related to feeder and penetration
roads. 

Thrcujh this DivisionI,contracts, the Highway Department collaborates in the jointwith th2 private and municipal ,ector in the construction of roads neces.aryfor the economic and social development of the country. 

The Administration Division has the responsibility of solving satisfactorilythe administrative. problems which are presented to them by the staff of the Highway
Department. 
 Th), also Ihandle, distribute and control Ihe funds which are used tocorry out the road projects, and also the great number of activities related to theadministrative complex. 

In addition, they are also in charge of the office of materials and otheradministrative equipment warehouse. 

The Mechanical Maintenance. Division is a critical center of activitiesof the Institution since they handle the repair shops.depends on The Highway Departmentthis Division for the maintenance not only of the construction equipmentbut of all the office equipment of the Highway Department. 
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Based on sixteen months experience with this Office, the Mission isconfident that the MOF's Coordination and Implementation Office can continue tocarry out the same responsibilities for the A.I.D. Urban Sector Reconstruction Loan,as effectively as it carried out these duties for the A.I.D. Emergency Program Loan. 

4. Executing Agencies 

While the Vice Ministry of Urban Planning will provide overall urban planningservices for the Immediate Action Progiam, and the Ministry ot Finance's Officeof Coordination ard In plementation will assure that necessary implementation actionsare being taken, and tnat funding is available on a timely basis for the Program,actual Program activities will be implemented by various GON Ministries and Autonomous Agencies. These latter GON entities will receive subgrants from the MOF'sOffice of Coordination and Implementation for particular Program activities. Thefollowing entities are expected to be Executing Agencies for the Program. 

i) Direcci6n Generalde Carreteras (Highway Department) 

The Hi.hway Depariment was founded the Ist of January, 1940. It isthe official organization in charge of pianning, designing, building and up-keepingof the national ihighway system, and complementary works. It forms part of the
Ministry of Public Works according to the national organization chart.
 

At Dresent, to be able to fi.fill its commitments successfully the Highway Departmcr; organized in five divisions: Planning Division, Supervision andStudies Diviion c.eder Roads and Maintenance Division, Administration Division,
and Mechanical Maintenance Division.
 

All and each of the Divisions that form the Department, have a specificand necessary function to efficiently achieve the objective of the Institution, whichis precisely to endow the counhy of an efficient functional road system that willpositively help the economic and social development of Nicaragua. The functions 
are briefly described as follows: 

The Planning Division has the responsibility of evaluating the alternativesof investments, proposing new projects in accordance with the national development 
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ment purchase in addition to construction, as part of industrial installations attracted by public infrashucture. Another addiiion to the private investment com
ponent could U thot sector's investment in lard as f'ormnr
p:o.'p~rty rnc' to the p.liiary. owners of downtownHowever, the naiioncl averaae doscribed above
dos; no reflec: 'lle heavy ccncr ntrator)n of commercial and industria! (i .e.private)~V".irnc ncgua.;iniv. 'herofo; e, it is appropriate to cis!ume that rubli c invest-Mrnnt of, soy', .J5) million in rcconstruction will generate or ott icct a private invesinrni of $ 6!5- 75 riiloni, or 1 1/3 to 1 1/2 tines the public construction 
program over a fivi year pnriod. 

Stinmm;y. Thus, public sector invstment planned for the periphery of
 
M,4 ;jac,' -u. censerv i\.-Lattract at 
Last cn equal arount of pivate sectorinv-.!mont0v21u,- flv',ooy ruo Wilh moreycar, 
 than USt00 mili on in public infiastruclu!e (q1d of. r public r.:, or consfrucion picinned 1o;' the meripl.-ry as a partof tie lmrr dir4e xActicn Pi-c r, ai lco-t on addit ic-,Cl $100 mu liz-n in private,eclar noin , scur,t cbt'11clcd 1t::,-uW o :.riphrnl/ty those public sector

ocOo; s. ;.;,ti? .Jcci,,,n pt'nr ,inl CofISLIkcijis (txrticu IciiI Dr.DycIman)a cco.1inA.'-d pp& tcand F2riv: ,Cs-ct inv:t,,i, in l)- roriphery of S200 million should
"fill" 
 Mancigu's urban dovk' lopment into a permancntly d.concentrated pattern. 
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Architects from the Ministry of Economy's regional planning office using a 
similar method achieve a 1:3 ratio of infrastructure to housing/commercial investment*(See Footnote !Ibelow). 

The No,!ional Accojnts Approach:mated 71-vt Total construction in Nicaragua is estindeC
( 9-,,.3T YcnfT773 (see Table I),Of this,sector invseit and 33,o %,,as private 67% was public
ratio of 2:1 Direct cornparison of these figures yields afor pu~.ic ver3us private constructionprivate investment.co ctio If we assume thatJo .sno, occur uni I after public infrastructure is in place,lagged comnpcrkons chonriu to a the 
we ratio of 1.3 to 1 (1971 public to 1973 private).take tle,portion of public construc Ifion, that is "services"liLely to oftrcct private investors, and therefore morethe blance chantos, and our1J, or sli.?_I ly more ratio becomes 1 to 

The private inveh 
privoic construcl ion for one unit of public service infrastructurefment corlponent also increases if ./

we include some portion of equip

2/ A ratio of 55% "serviccs" (including streets, sewers, telephone,hospitals, water, schools,electric linos and sone housing) to 45% "indirect"(highvays, grain sf-or;o, 
construction 

airports, docks, etc.) was derived from an INCAEdocument bracking down 1973 public investment. 

*Footnote II 

Area 10,000M 2 
A. Infrostri 'iu.e Costs - C$ 30// 2 

=
50% to c-; r, C$ 300,000Lna areas (streets, schools, parl-s, etc.)50% to haibiictiona arcos =
B. Construction 5,000 Mon [oltiinlional area 23C% 
 1,500 M2Costs of Housin. /Conm-orcial ConstructionC$ 600/M 2 '=, 600 x 1,500 -

C$ 900, 000C. RatioA toB 1:3
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The "Package" Approach: Urbanization of Managua's peripherya has followedpattern oi Trivate irTovement of specific parcels of land, 'iepartos" or sub-divisions,
including installation of public services. Financed by the country's savings and loansystem, and limited by the city's zoning and building codes, the typical private construction (or "urbanizing") company will purchvse a parcel of land near major highways and water and sewer mainlines, then construct its own 
entryroad and suburban
streets, and lay its own water and sewer pipes as well as electricity lines. Greenareas are set aside for community health, recreation and education structures (to be
added later by the government). All of this infrastucture is then "donated" to the

National District or 
public utility which assumes responsibility for operation andmaintenance. The cost of this investrnent is passed on to the client in the form ofhigher priced lots. In middle and lower middle suburbs the company then typicallybuilds housing units, and possibly a commercial center, and puts the units up for sale.The ratio of this public type investment in infrastructure to private sector investment

in housing or commercial 
 construction in these neatly planned sub-divisions runs from1:3 to 1:4. (One unit of public type investment within this package yields three to

four units of private sector investment).
 

One local firm (CYPSA) developing a lower middle class sub-division (Ciudad
Xolotlan) near the North Highway calculates their infrastructure to investment ratio
 
as 1:4: * (See footnote I below).
 

* Footnote I 
Area 40 manzanas Number of Units 950= 

A. Cost of Land per Lot: (S 7/M 2 x 230 M2 = C$ 1,610
B Cost of Infrastructure per Lot: ($40/M2 230 M2x = C$ 9,200 

C$10,810 

C. Improved Land for 950 units (approx.) C$ 10,026,950
D. Housing & Commerce Construction (approx.) +40, 000, 000 

1OTAL: C$ 50,026,950 

E. Ratio Infrastructure to Housing/Commerce equals 1:4 
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Overall Impact of the Program:not the whiol-ereqire Obviously major infrastructure projects areo.reconstiction. Ti," ccmmercial, industrial and housinginvestments undertaken by the private sector will contribute at least as much to restoring normality and promoting deconcentiated urban development assector efforts defined in the publicthe Immediate Action Program and the A.I.D.Reconstruction Loan. Urban SectorAs has been noted, shopping centers, industry and new subdivisions have already sprung up around the city's periphery.construction investments to be made 
The public sector rein the periphery and former suburban areasthe coming years a-e expected to attract overprivate sector investment and direct the overall reconstruction into a deconcentrated pattern. 

In order to calculate the potential additional private investment attracted tothe poles of development within the deconcentration zone,ferent formulas. First, a we looked at two diflimited "package" of urbanized area was examineddetermine the ratio of infrastructure toor community area (assumed to be public) investment to housing and commercial investment (assumedwe or to be private). Secondly,checked national accounts data for total annual public construction nation.llycompared to total p:ivate construction. Conceptually,under-estimate private the latter methodoioqy shouldinvestment generated by public construction,ment office buildings, since governgroin storage, and intercity highways, for example, aremuch less directly relGted to attraction of private investmentinvestments" such as than are "servicecity stlrets, schools,
infrastructure. hospitals, electricity, water and sewageAlso, we should assume a 
structure is in place, 

lag of up to two years after public irfrafor private investment to be implemented-decision-mcoking, to account fordesqrn, planning and construction. We checked national accountson both annual and lagged bases. 

These two methodolo.-ies yielded widely disparate ratios as
but do allow u; described below,
to make sonrru 
conclusion, after reducirr, 

tentative estimates concerning magnitudes. Our
tt,. p ivrite c nponent indicated by e
planined subdivisions, :amining neatlyond (fler leducinr tlie pub lic c,.accounts do tj to 
ponent indicated by nationaliC Cclt 1Vc'he "scivice invetments",in Manyqua's ilr.phrry is that private investment-,ill iK. ct least ore (and pvc,!K ldy one rindtimes) public inf-r'JI.tructult i'fr'cstmrnt, one half to tv.,o 

investment will :e hiahr te f, -t 
over a fivi-year period. VYe asUmC publicyears,

public. It 
c,nd tlh, piivote investment will overt.d.cis v'.ll io note hvie that tic GON contribu)tion to tht Pinram will furtherboost the public component of reconstruction,

for "tilting" Managua 
and tlus provide additional leverageinto a permanently deconcentrated pattern. 
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(iii) The capital budget of the Central Governmentin 1972 to C527 million in 1973, and 
rose from a387 millionto a budgeted Q880 million in 1974. Thisrapid rise in the Central Government's capital budget reflects to a large extent thecost of recorltiructing the capital city, and has caused the GON to continue to beheavily dpoerdont 'on forecjn loans dhspite its good revenue' performance. 

Nic-iagua's heavy dependence on more dramatically b,,, the 
official capital inflows is documented evenbalance ,F pcryments analysis presented in table 6 of theEconomic Analysis Sectionh/. We noted that the "foreign exchange gap"calculatcd by adding tte "net official capital inflow" 

could be 
to the remaining deficit (ifany) in the balance of vrjymunts. On that basis, tihe resource "cap"at bout ')10.5 million in 1974, 

can be projected$122 million in 1975 and $127Losses million in 1976 1/.in foreim aixclhan le reserves are projected at $42 million and $74 million in1975 and 1976, respective l, 2/ in contrast to the substantial balance of paymrnts
surpluses obtained in 
 1972 cind 1973. 

In Conclusion:' While the budget and balance-of-payments do notimmediate crisi, point to an 
depend nt on 

they indica.e the ext'nt to which the Nicaraguan economy isfc.-vign boi o ,,,ing and estoblish fhe imp.ssiblity of raising some$100 million n $70 year to reL),ild Mu'naquji within a reasorrable period of time wYilhout
 
recourse 
 to for,.i: n Loriowin, on a sul: tantial scde, The ptolection of the debtservice bu, ,: sl t
will not i p:,, an exccs the total an-ourit of furc iqin borrow ing presentl
vi,: uu wrdn ci tlc balance of payments, provided the

envi s ged
fundsrequired (ire c tcined on coIIcessionaiy lmls 

1/ Section IV, Part 7. 
2/ Thcse projections are admittedly highly tentative at this stage. 
3/ See Table II of Annex "3" . 

UNCLASSIFIED 



UNCLASSIFIED 

- 132 

construction of Managua within a reasonable period -- say 8 to 12 years -- without a substantial amount of foreign economic assistance on concessionary terms. Thecost of rebuilding Managua, plus providing for the growth o ijts population through1985, has been estimated at US$700 million to $1.0 billlon/, or US$70 - USS100million a year over a ten-year period. Of this requirement, onl some US$54 million
in loans were secured in 1973 from the international agencies. 2 

Analysis of the budgetary situation of the Central Government and of the con
solidated public sector3 showed that, in spite of recent actions by the GON toraise fiscal revenues, Nicaragua's resource gap and dependence on foreign loans onconcessionary terms has increased. The reason is that, starting in 1973, the publicsector's capital budget must include provision both for Managua's reconstruction and
for the country's ncrmal development requirements. 

Specifically, the analysis showed that: 

(i) Even before the earthquake, the GON has relied heavily on foreignborrowing to cover its capital budget. In 1972, foreign borrowing provided G230
million to the Central Government, 
 while the surplus in the current budget suppliedonly ($125 million toward the financing of its investment program. In 1974, theCentral Government has projected an external borrowing requirement of C$413 million
(Table 2, Section IV, Part 7) which, wdhen added to the external borrowing carried
 
over from 1973, will finance two-thirds of the 1974 capital budget.
 

(i,) The special tax measures adopted by the Central Government followingthe earthquake substantially raised its surplus in the current budget from ($125 millionin 1972, to C$307 million in 1973 and to a projected G325 million in 1974.4/ 

1/ See Nez's stud), of November 30, 1973, Annex "2" , pages 10-12 and
Joel's report ot April 15, 1974, Annex 3 ," " pages 26-27, for details of 
the calculation-.

2/ For a breakdown of the loans obtained from the international agencies in 1973, 
see Joel's report, Annex 'I 2 " , page

3/ See Tables 2 and 4 of Section IV, Part 7. 
'/ Table 2 of Economic Analysis Section (Section IV, Part 7). 
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Program Loan Concept: Certain considerations that usually form the basis ofprogram Ioans aso contribute to the justification of the proposed loan. These include (a) the need to move forward quickly and (b) budgetary and balance of pay
ments considerations. 

There are two principal reasons 

the 

for proceeding with all deliberate speed:
first relates to the urgency of providing an al.ernative to reconstructing the
city at the old site. While the Government can 
and will impose controls to dlscourage the rebuilding of the old city, such controls may not be sufficient in the
absence of strong ixsitive 
incentives to build in the pe-riphery. Second, the i'econstruction momentum that has been built up in 1973 and in the fiist hoif of 974must be maintained. The reconstruction of the city cannot proceed in spurts.tinuing employment must be provided for 
Con

the increasing number of constructionworkers that are beinp trained. Construction materials must keep flowin- after

investment in the fcvilities has been 
compluted. Interruption of reconstructionactivity owing to nbsence of funding or to the need of completing time-consumingfeasiFility studies could not only result in the rehuilding of the city at the old site,

but would also entail 
 substantical hardship and inefficiencies. 

Let us riow turn to (1 brief analysis of the extent to ,hich the budgetary outlook of the Cer,t;iaI Covei-nmv _t and Nic ji i:Pu' s ba lcnce-of-payments situationsupport the reqi-,I ,c, tio c... loan_' . We wish to emphisi ze at the outsetthat we do riot cL:ih I _ tc il *J :-:etfry and L-Ilance-of-r.myments out look areconf[o,)tin the CC 'V irrnedihte,I, ,ith crisis . Given the emergencyfiscal meqasures t2:l-r, ,y 1he ... ,rinn t in 1973, t'e r;o.v'rrmn ent's (ii ltv tomaintain its rvcriu,, ct-, ecti .--., in spite of the c'itr'.tro-y ,,, the nencrous responseof A. I.D. cnd tK. ;ter;lticr.I i,;'.: iz tieri, e;r %t:orr),i demond co.Iditiuns forthe ccunlry' .rii,-:,/ , t-.. C u'1'Fi ts theIiIIr(i.s K :!.nice' i~ic ~' t ci of outle oi..for 197; is fci' -i 1 . \Yhcrt t..' ') r I l~ s 1rnI'11,s cleor, hn'.ever, is tI it Nicora )uahas 'ithci tF b'.,l.cty nc :.t foreign exch-,incie resouicUs to undertjke the re

1/ I he bud. et onr i'.i ii n, unc,-c'f.r,-iy' presented in detail ins cralysis are 

Section IV, 7 of ti
Purl poper, as well as in Joe l's economic report
(Annex " 3 " ). 
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Model I involves rebuilding Managua at the site of the old commercial center with
normal scattered developnnt in the periphery; Model II calls for the reconstruction 
of Managua following a deconcentrated pattern envisaged in the GON's Immediate 
Action Program; Model III would combine deconc ntration of Managua with the 
simultaneous developrm(nt of trhe satellite citi es. h_ Dr. Nez goes on to describe
 
the major considerations that should be considered in determining the relative ad
visability of selectirg the appropriate model, including geophysical hazard, ur
banization capital costs (mainly infiUstructure development), operating costs, the
 
productivity of the urban work force and other factors, and suggests numerical
 
weights to be al;ached to each. 

While Dr. Nuz suggests these ciiteria and numerical ratings.merely as guide
lines for future urbor- planning purposes, a number of implications are nonetheless
 
clear. Model I must 
be rulu'd out on account of the serious dangers to life and 
property that it enluils. The site of the old commercial centers is traversed by
fault lines of such seriousness thot all experts agree on the folly of rebuilding Mo
nagua's main cowrmiercial and service center at the old location. With respect to
Model III (Peripheral Doveloitr.ent plus satellite cities), Dr. Nez notes that it 
may become altfc-ctive after 1';00, with the improvement of the surrounding infra
structure and other developiruns. However, for the near-term, the development
of Model III would entail infhistructure development and operating costs considerably 
greater than MoJdl II. Polco~ei, under piesent conditions, the productivity of 
the urban labor toice is l;:e Iyto be higher under Model II than under Model III 
This combiniation of factors rules out Model III for the near future. 

In ConclusiOn: Thr:t' a strong justification for this sector loan and for the 
GON's Imnedic, %,c;iorPojiam. It consists of the unquestiona6le need of rebuild
ing the infrastrucdlir: and Ihe cormmercial ond residential sectors destroyed or severely
damaged by the Ui.e .crlO'.,'ing to considerations of safety, cost and labor pro
duclivity, thjre is o sironr- c.,")icensus (see Section III of this CAP) amnong the experts 
with rispect to l, cdvisabiliky of iebuildin9 Managua along a deconcentrated pot
tern. 

I/ 	 The five main clusters outside Managua are: Son Benito to Tipitapa, Diriamba-
Jinotepe, Mascya, Granada and Nondaime. 
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the development of an integrated sector program directed at a specific goal -- thereconstruction of o rcfer and betier planned capital. 

On the other ,and, the A 1.D. Lcan Program shares two features with programtype loans. Firs, lhele 
 is a Ltiong sense of urgency, and as indicated in other
tions of this CAP, sectl:nu is of the ossonce, Second, budgetary and balance of payments analysis mike it clear lhal in fhe absence of a substantial amount of foreigneconomic assistance, the task of reconstructing Managua within a period of as shortas 8 to 12 years, is simply out of the question. We shall now examine the mainaspects of this e,,oluntion in Crealer detail. 

Sector Loon Conc..pl. There are 
the firT 

two aspects of the Sector Loan rationale:
its to Tlh netcd to ricpicic the destroyed housing, 
 commercia I realestate and infrastruciurp; the second to the advisability of rebuilding Managuaalong the prticu!ar lines sujCst( d in the Immediate Action Program. 

The economic im;-,toanceof the public infrastructure,and residential lrousinc1 destroyed 
and of the commercial 

or dumaged by the earthquake can be easily demonstrated: I unaput (,on,:r is 
its commercial 

Cr.,' of the country's industrial capacity and 60 ofoctivil'.. INCAE ,-:tiritesthat some
facilities we(r-e 

90% of the capital's distributionclestro '. lilo (c-rllfiuoke a so de: royed sotne 50,000 out of its70,000 d',vVwilii,ci unlk. ) :cupld hy u n 'slimated 20), 000all four of ik 
- 250, 000 people as wellhc -;IJas 'liresof its classrooms. The importancecapital IC thie cuc's of the('CC irn c lil'e is illustiat(,d by the fact that it accommodatedsome 450 1 C c,.. ck i,c 19/* C,. 22--: (i its 2,000,000 F,)pulation. No other cityis in t e c :,-:sauu ,., c:.j ln .. J cit'y, Leon, has a population of only 76,000.Tire quokc ru 'ducud !.u I. cc t of lie licusing sectorGDP by 2&,. ;, to the country's


*ht in flat thu pivatepeco:,trr sector began in the second
(Iuartcr o tI 1 n 
 ' f I iL;0 , c o: k.t,, for:na I P1l ni flq comIiitlent wi th
to the locnij.( respecta d outi , or 'i& ropitol is furt ,r evidence of the key role thatthe destro,d f'i. ii i c rr'd in ih- countjy's economic life, and of the urgent
need to reslt,... , '-; cv , :' ui-: 

G rc r i , ) tii ," 1t d : 17-W,Lr'ili ( 11rA ef _-Lir tI, ,'stioye d arid da ma g ed fa c ilities ,the qu srlicin ki ,j I.s . j .:iF;, f;for rh[uihdirq /,'ionctua alonacentrcrted lint-, civis 0(1 the deconin tni!s irmfedi(,ti( Action Pro-ram.contration conc:pl While decon1!;.,. u-uii hy all the (5ON's planning consultants, theVMUP's U l.,.rr Dev,_,l,:;!knI Aivisor, Dr. Nez, addlesses the deconcentrot iontionale in the ra
ngiC sIr(tc 'Cil it) his report on1985, reprc>uccd (is Antex 

tAMn,rtx's Periphery Development to" 2 " . Dr. Nezdiscusses three aternative models 
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Here, the comments of the National Science Foundation Study Group areparicularly oppropiiote. In their recent stud>, of the human response to the Managua
earthquake the Group reports the following: 

"If developing counlties suffer more from natural disaster, theyalso do less to prepare for cnd to prevent them. Many features of the
1931 earthquclre ore faithfully reproduced in 1972, yet no significant
emergency planlir:j, selsmic-tesistant construction, or redundancy and
decentralization of emergency services was developed over the 40 year
history between c.rtlhquakes. The low national priority given to seismic
loss reduction s ;-.of peculli, ly tanaguan, but universal. Natural dis
aster may be costly,, to developirg countt cs, sobut is disease, un 
cm ploymerit, a d public di-order. Planring horizons (re short,
tention is cenktted on incrcm1irtqeconomric vealtl. 

at-
The international 

community of wi'ticns is called on to pt ovide for the exceptional need; 
the sriqll riationrv surplus is needed doiily." 

Thus, the Ut[:tri S,'ctor Pfrlccortshluctior, Lo'rti hring requested for authorization
will assist t!e GO' inc,,rccynirc ;e ubov cc s.,iderations and in continuinrg its

effort- to d'v, lop (, ur ,'.i
w.,, n ' for tAnciJr 1 that can better protect tlhe city
from the rrioct dik upti..,. cf!,.cts of futue: .geophiy-,;cjl occutrences. 
 This will benefitall Nic lrj wrrs (S .'.vl w providi,,j future jerr tions of M'nciquans with a safer
 
arid bett tP!.H i,.
ce,to 

3. SU Y.Ry,TV----I--' 10!" 

Be low'is ;o,.Vidr.i J sur,,r y of the Loun P oinrr's basic rtLionale and an overall 
e-v-a luation . 

Becoud,. of the mi c- of th!e 0C0'."s Fii.t St:r.jc Reconstruction effort (linmedicate Actrr, [r-jiir:c , t0.,'5,-tor hlr€, ).rl tcchr~ikie is coisidered prefen ble forstructurin:; A .I.D. L ; r , , p,u;jno Itof ton concpts contained in this
Immedcltv Actic!] Pr,-,:cl:,I. i v,'ith -,c1;c(.nr'r. ;c,Inns, the A .I.D. Loan Programbeing rcquc,,,J icr , trc i..:1 ,vi1l "w ice .1 ti; :(,of closely interrel tid investre-ne t (itiviti,, 'c; to. :otr-!- tire ucc(l,,':Cd reconstruction of th,. Minagua urban s"ctor in (I cdrc,%j, with , ;'cI f)c urP:;r deve lopq ent guide lines and
pol i c; s. A ctiviti.s such icrthe cormtiuction oferc2d, inf astructure, public facilities; the estcrbliirtintlft i i small entipi ise reconstruction credit fund, and theupgradinq of key GON impl:nrentin,- and planninfj institutions all serve to support 
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lower income suburban "barrios". Through the Program and the companion Low Cost
Housing Loan, low income suburban areas will be provided with housing, and im
proved infrastructure such as water, sewerage, a'nd electricity and credit facilities
designed to brin these loans to evcry family. In addition there will be better access 
roads arid poved streets; reconstructed public facilities such (s new public morkets,
bus terrminals, and hoelth and enployrm.nt cc rit.rs; improved public services through
the construction of coiirnunity bus stations, fire stations arid pfxst offices; and new 
employnent opportunities through the creation arid/or exponsion of commercial and
 
industrial activities in the former suburban 
areas of Managua. 

Second, the Progjram will lead to the fuithur developmernt of a multi-centered
 
new Maanuna, that is currently benoJ establi slird around scvcial 
new conmercial,

service cind employmict centers, 
 cs ippsed to the basic on,-center model that
 
existed in M,,anacua prior to the ecrti'uake . This newer and onre modern city, if

further cc'\,elopved, will r r'in 
 public services nirue1mployment closer to where Ithe
 
average /,,nguari liv-, 
 thus r'ieiri overall tiovcl time bet,.Neen home, shopping

and emplo',, _:nt and ci.vc,lopinj tl,-
 .,isic fram, v,'-rk for a moe modern, functional 
and effici nd neN' c:t,. Slch de,.'-lc,p:iunts will ii.rove the overall qualify of life

for all t,,: ,, sans,l t ,..p, iaI 7 f.r i.:qny lo,',, r sncio--',cono.niiic groups flcit piior

to the ecrrtlmcr Le h, - Ionzcest sr roost difli cLIt 
 access to public facilities arid
ovailIable irifrasti uctul,,. 

Thi id, twi ce in tt1, century, i ri 1931 and 1972, Mrnc'rc,cr has been d'stroyedby ecrth kin.:ud su!.-,, , nt fires ri- jin'r to t!,h' f>:,pulaticln duath, injury, economic
arid soiinl ci''.ti,.,e s- ! (u;crin,J ,a ti ;I ;r;id lrdshin c:i-ecially for fle lower
and mildl, cl- o s of -', -:-, a . .,;o. ir a ik located on one of the rno, dan
gerous q(!d'WiCl e;'. a the, w'lii, rirth qci C.sC11 he e.,'ectEd to recu, vith 
fre uency 'c "i ty m.: iv ro',,., IuI,' a m , IcIa:,-''i u K)I I c0,ntr . If the historic 
pattern , of r-revth aCt! r, .i,.ical o cc :iunc-s - r i inun aS cxjx,ct(,d by the. planners,,'ith ajor ,, tlq: ! ,.v :. I,:: evi'ry 40 j ars i'e, v. rs, i) .'r,:lnir but "mallet
disr:i-,,., trn': ac '.. il ,-i'-tHi') . ,)p laticl of v.,l over c. e million whevn the 
,lIQ t fli-Ijin 'Ih O , , (,: ;:1, FrIr tir fror I ']"" this dI' . ter could I.il (ind 

%irjury OVer 1C,0.Ci . .I :s if ! . .ims r-vitr.rrss d (-nsiti . of old Ar r..r, Uuaart allceved to r'stet lic', '-". .,: , TI-e sur,, rin-i and il'-r,.hip tiJt soire (i
disastr %<'ck1 1L ir.vi to f,.tufr' of t , a',t0" I o;:i,:tion nal and the economic and 
social diisl~c'iticns tlht \vo.JIJ tu creied, can no'; well be anticipated from post 
event . 
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out ,,lost recovery activities initiated in the emergency period, both those funded
 
by the A.1.D. Program 
 Loan and those funded by the GON's Special Reconstruction 
Fund. This partnership proved successful in making the emergency period less dis
ruptive than it orherwise might have been. 

While the current situation is different from the emergency period,

similarities exist, and the Mission believes that, 
 given the problems mentioned
 
above, the model that has guided A.I.D. nssistance in the emergency period is
 
now even more 
relcvant for the first stage of the reconstruction program, however,
 
now with an additioiaI urban planning input. 
 Thus, the Urban Sector Reconstruction 
Loan being requested for authorization will assist the GON in getting its first stage
reconstruction prograim moving, and thereby deal with the above mentioned problems,
in a manner similar to the way the A. I.D. Program Loan assisted the GON in the 
emergency period. The Urban Sector Reconstruction Loan will assist the GON 
structure, plan and finance its reconstruction activities; it will provide a focus
and framewcrk tc support the GON's Immediate Action Program and to guide USAID 
assistance in support of this Program; it will create a situation in which decisions 
can be mode, bottlenecks broken, institutions strengthened, new procedures and 
mechanisms developed, and where critical reconstruction policies and actions are 
given the support of internationa I agencies and energized by their staffs. In addi
tion, it will create the fronework in which the technical resourcus, close support
and experience of the USAID Mission can be brought to bear in assisting the GON 
in moving forward on a broad range of reconstruction activities. 

2. Program Beneficiaries 

The Urban Sector Reconstruction Program Leing requested for authorization will 
have as a target group the victims of the Managua ear thquake of December 23, 1972,
and all pre.ent and fature citi,-ens of Managua. While the target group is relatively
large and includes the entire population of Manugua (currently estimated at 350,000
with projections indic.atinrl that a population of 650,000 will exist in Monaqua by
the early 19 30's), it should be recocinized that the majority of the target group is
comprised of lower soc(Jl-economic citizens (Mc,,inacjua's urban poor) and that these 
i-wer income groups will receive nrany long-term benefits from this Program. 

First, the Piogram will rebuild public facilit;es and !!xpind infrastructure,
public services and employment opportunities in the periphery and former suburban 
areas of Managua. particularly in and around sections presently characterized as 
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E. Continued International Assistance for the Managua Reconstructior,:The years 197Z-7/ will b: critcally important yearsgua and will deterriine the future 
for IThe reconstruction of Manacourse of the city's urban development.much urban analysis and urban planning have 

To date 
a great deal of rc.beilding is already underway, 

been completed for the reconstruction, 
opment of an 

and the GON is finalizing the devel-Immezdiate Action Program and Guidelines for the first stage of the reconstruction and is gearing-up for doing the long-range planning.all of these actions are Taken togetherquite noteworthy, represent significant GON progress inmoving forward with the reconstruction effort, and support the rebuilding of a deconcentrated new chy as recommended by the professional planners. 

On the negative side, however, pressures to return to the Center are
increasing and could pull too rnuch reconstnrction back into the Center in an
planned and uncontolled manner. un-The Vice-Ministry of Urbantemporarily diverted by Planning has beenthu mechanics and the details of enforcing the buildingcode and issuing building permits. It has only recently been able to dedicate adequate tirne to the overall planning effort required for the reconstruction. 
 And the
GON has not moved as quickly as desirable in creating and strengthening the
institutional units and other mechani ns required for reconstruction, though itshould be noted that significant new budget allocations have been modethese mechanisms. to strengthenNor has the GON fully faced-up to the need for expanding itsinvestment budget fur reconstruction projects. In addition, some decisions have notbeen mode because of (I natural "let-down" since the intense work that characterizedthe emergency period following the earthquake,campaign,. and because of the current politiculThus wit;h much has already been done, and past trends are positive,
much still remains to be done in gctting the first stage of reconstruction off the
ground. 

This Promrnom will address these problemslems were succesrfuly addressed by A.I.D. 
in a way in which similar prob-Loan 524-L--028 (Programafter the earthqua!e, the GON Loan). Just 

taken some 
was disrupted and disorganized, however, hadpositive stps in dealing with the irimediate consequences of the earthquake, but was overwhe:lmed by the dimensions of the disaster,ance in developing cclivifies tf 

and needed assistt could be immediately initiated to relieve someof the more disruptive effects of the coarthquake .activist A. 1. D. staff, 
The A.I. D. Program Loan and onprovided the GON with the needed assistance for carrying 
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This Program will address this problem by providing financing for thecontinuation of the rebuilding of vital public facilities such as public markets, busterminals, health centers, post offices, fire stations, and office facilities for key
GON development ministries and agencies. In addition, a credit fund will beprovided so that the many smaller enterprises destroyed by the quake and previously
located in old downtown area of Managua can begin rebuilding activities. Also,
the current program for expaor;-r'-- the infrastructure network in the periphery and

suburban areas will be exFrnded with funding from the Program 
so that these areas can better service and hold the existing population, particularly low income groups,
and can also attract new commercial, industrial and residential investment. 

C. Prorn ir, q Deconcentrated Urban Development: This Program will assure that a major portion of Marnagua's public anJ private sector reconstruct;on

investment is directed towards promoting a deconcentrated pattern of urban development, thus counter-ba lancing the centralizing forces that could pull reconstruction inwards towards the o!d downtown 
area. In addition, and equally as important,

the Program will be promoting the development of a more functional and modern

multi-centered niew 
 ciiy where public facilities, services and employment are lo
cated closer to where 'he ,citure population of Managua is expected to live, thus

improving the standard of living of all Managuans, especially the most populous

low income farnilies, and the ov'erall efficiency of the new city.
 

D. Strenqtlvniiin GON Pnnriinn and Implementation Capabilities: Managuais faced by a massive urban reconstruction efiort that will require the expansion and
strengthening of the GON's planning and implementation mechanisms if Nicaragua
isto meet the future reconstruction requirements of Managua as well as continue
long-range develcqpnent. Such an exrxinded planning and *mpl!mentation structure
Will also be necessary if the GON is effectively to mobilize and channel its own 
resources into reconstruction and to more rapidly utiliz-e resources from the other
international agencies. This Program, plus the Mission's Grant Activity for Program
Management and Project Implemcnrtotion, will uddiess these prolems by providing
for funds for strerlthenini key GON' PeconstructioniAaencies. While the Mission's 
Grant Project will focus on the overcIll technical assistance requirements required
for the reconstruction effort, and p[articularly on further strengthening the Vice-
Ministry of Urban Planning, the proposed Loan will focus providing assistanceon 
for activity design and formu lation and implementation suppoit directly related tothe Immediate Action Program in addition to specialized urban and national planning
not possible for funding by the Grant Project. 
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In the case of specific, locally produced materials, action has beentaken to offset future shortages in several import'ant cases.new kiln 	 The cement company'svill he in:,tclcd by early 1975 and full production (6,300,000 bags, asopposcd to 1 7 4 's 4,503,000 bans) 0hould be rcachad shortly thereafter, assumingthe demand exists. A nrew crushed rock plant is to be built cnhcut
firom' Mq in, 20 kil,- neters
p:iLK b), lute 1;'.7A, In the ricnfinie, a U.S. firm col'racved tosupply ci eA.. cirock( vmoeD!a0r1 eq irpent) for the construction of the northhighway, h.s Seen c"ufhoi' ed to sell surplus rock to local buiflc-rs. Thus, supplyof this wnacussaty el iie't- for concrele should not cor.1 rain caFtcity. 

Wood CC,nrinues to .en problemalirost disp :are 	 because the native "pochote" has.n rLf
nd restation is c lengthy process. Or,c uliernative is tohcain to e., loit sk.ind-	 oF onother type of wood. Tlc less dosirc.ble pine 	wood isbeing pio:H:'sed but mc, . for export purposes. Futihermore, Ih ! new pine treatmont- p:o., .sis zn 
export conrlb will 	

cjciinst lermiles. lmI:p-cved processhmj plus some form of,,, the slioriuo of pine in the short Ierm. 

Prodc.lioi of cement articles -roofing 	 blocks, tubes, and asbestos cenientcar, continue lo i(! eXridrCd locally, and should not becomehot len~cl-. I ,Dvever, 	 on inuperableivncino; for sm., producers vmustextent, ,. 	
be m'de -ai lable to someh locc l crc.ail or the lov, Cost Housing Loan, and organization andinvestnie, tn.ay have to le promoted mong these groups. 

... -.-

1h1t tie f or si 

: _ ncs ior Skilled Lribor: While everyone agrees
,ncmnsiria li C s.clca I. lc;" ef skillcd manpower,currentfy 	 there .. a pool of ur-:rnplovccd constructioi vcikers, according to SocialSocr'i y c!ctu. .. !/ This 	ikLlaOUd on a it-miporary lull in construction as Urhanismoapp lies li r..W,r [orousbuilding code to permif-, t' -anw hile, virtually everynotional i oCti ing institute hcis, vith the assistance of the UNI-I LO,afptnci's and Lcru,.assies 	 OAS, voluntaryCf Spi:ain and Colombia, hequn intensive courseslion skills. 	 in construc1-,_!,v infonction develop-d durin,M he Inensive Review indicates thato\,er 1,C00 nc.v s'illecd 	v,-crlcrs Irained in 1973, cmid pn.;sibly over 3,000 in 1974cnd 4,.00 in t975 (5c "eW'
,IeVI), more thon doulin- the estimaled prequake poolof Ski le(d co:iruc-tion lKrs.oi While dhe proqrari:, ran-e U 	
from 15 days to twoyears,t1hy are apyt-.). v;tlv odding to each of the varicus Skills (foremen,electricians, welders). 	 masons, carpenters,0 course, shori-training courses do not yield laborers who 

1/ December 1973, 14,837 construction workers registered with INSS; Januory
1974, dropped to 14,125. 
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Table VPrice Indcx for Construction Mdterials 
--t---

Characterisics Ut A-:---t '73Ccic te m 3B December '73Concrete ase
3.000 lbs. /2Terrazo Brick M3 100.0030 x 30 cms. 101.19
brickCommon 10 100.100.00 


x 25 crs.
Iron Ir nCorru b',c;'!oI:) /"3/8f? 00i : 100.00 110.00S_110uc"g-atd 125

Lamp 100. 00Smn 1/4" 130. 42
.. . . do v gl s w. 10 )1WWindow glass wv/frame . .. . . I ,01 , ; 10C.00"noized 0"0. 1 1 5.. 
, 

115. 01Lamps 100. 002 tubes, 40 watts 102. 52
Wire lam: 100. 00N:o. 12 Phelps 1
VOi retube Dodge L1. 100.00Ca ) /2 galvanized 120.89ralvT
,cl,,)s e ps og foot I I C00.. 00
" Do"- 119.c Lb!.4r 119.00-419
V .4/0Waterpipes P'cps DogeVC 4' metpir 100. 00Drain plate foot 118.26

Aluminum 4" 10o. C0Plywood coLa:lc -s 113.22100.00Caobiila 4 x3'xI/4, 107.41
Aislite (ceiling material)C.,3V2 CO 
 10.4c21214
AbCstos cement 10.00i 00. 002 x 4' x 4 m 121312.1.5850
Cc!ent blocks shc-t 100.0015 x 20 x40 100
Clay blocks cms. bloc, 100.0015 x 20 x 40 118.07
crs. bloc1r 100.00Pine board binIoo1'×12'x02, 1.I00. 00ill .I 100. 00 
 110.70IviretuWiretuheb sgaMT5 de o.1/2, ungalvanized\Viiviow glass w/frarne foo: 100.001 riini-Sh 179.59

Cement blocks TV2 100.00
10 x 20 x 102.97
40 crns. blo-kClay blocks 100.00 118.18
CernentN ls21f 10 x 20 "x 40 eros.
to 6 
 blo.:lz 100.Cement Lb. 10 00.0100.0097 lbs. bag 111.86
Lime bag 100.00 100.0097 lbs. bagRock 

No. bag1"/2 100.00 
Sand -

Zinc o./100.00 


M 3 100. 00 

TilsSTwer pipes 6fUnit6 b i00.00T31Unood (pine) Unit 100. 00 "164. 

4 x 8' x
Wire 1/4 sei: 100.00No. 18 -LuLIer (pochot0) L " 100.00So. .138.s33
Soiurce:Source. 1SanZdano o en in v;-.ier7daSo. in. Ths. /;Lris 10,. 0 113. 02-

151.42 
113.63 

121.42 
137.91 
1 3 7 . 9
123. 33 


91.42 

147.07 
621.90 


129.42 
128.42 
11129.84 
!:0 .0. 
121.58 
100.00 
156.62 

118.14 

179.59 
102.97 
137.87 

"0.I0000.00 
136. 72 

124.69 

129. 23 


1 33.
133.3333 


55 


118. 18 

214.21Z 

121. 211-
23140.28 


January February 

151.42
114.54 

122.8122.85 
1-10.93 

9
123. 33 

121.00 

1q0.078 
14 38. 0
143.00 

133.63 

05.11 
121.5 
112.85 
168.67 
18
 

179.59 
176.73 
165.15 

. 
145.76 
126.88 

132.30 

2 00 

164.55 
-

118.18 
296.29 
138.33 
r32.24261.42 

March 

151.4
114.5 

122. 9
 
149.0

0130.0 

121. 0 
183.6 
14 38.
143.8 

133.6 

12.9 
115.0 
121.6 
112.9 
180.7 

Co 

179.6 
126.7 
174.7 

149.0 
126.9 

132. 3
 

178.9, 

118.2 
296.3
 
138.5 
153. 5
287. 

http:11129.84
http:o./100.00
http:100.100.00


UNCLASSIFIED
 

- 149-

TABLE IV 

RECOMMENDED PROGRAMMING OF 1975 
CONSTRUCTION ACTIVITY 

Public Private TOTAL 
Reconstruction $ 300 $ 300 ($ 600 

Consftrucion Outsideof n["icigua 150 150 300 

TOTAL ¢ 450 $ 450 17 900 
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is anything more than one-half of public, the estimated capacity of qf900 millionwould be insufficient to cover the demand, creating inflationary pressures unlesssubstantial amounts of public projects were done with imported constructioncapacity. However, as the economic analysis notes, the public capital budgetwill have to be trimmcd, to brir it into line v,,ith available sourcesThe some of financing.is true with rejard to ca investment programmedinvestment budgets reduced to around (6C0 
for 1976. With real

rnilion per year through 1976, stayingwithin local construction capacity limits is much more likely.
would Public constructionthen be around QC400-450 million, and an equivalent amountexpected from the private sector, could bev.'ilhout overburdening contruction cap-icity.Of the total public construction, 
to Reconstruction atinu-illy leavin 

aboul (-3&0 million is estimnted by USAID io go 
struclion in other areas 

q (.100-150 million for development relate'of Nicara. ua. Table .on-
IV summarizes the recommended limitswithin 1975 capacity cs discussed obo,,e. 

D. D )-oh1/.L p......... 

s..ort.a.s 2 

in 
s for Con truction M -terials: The originaloccurrec cemenrc, bric,:, I:G. and crushrd rock (used inproduction of concrel ,). The Housirng [a',nk also notud deficits in metaland lavaiories. structuresThe laticst price indicc.s (sce Tciblcprice increases between AuIjust 

V) show substantial (over 590)
1973 and Maruh 
 1974 for cement block, tiles andcrushed roch, plus similar increases for concrete, ceiling material,tubes, zinc and pachole wood. Of 
wire and wire course,higher trnncprt costs. 

a portion of cost increases is clue toBut another pm)rtion of the increase is duepetitive structure of the mcterials s:jppy industy. 
to the non-com

rials in man) Retail prices for imported matecases shov.,' i creases, according to preliminary INCAE findings, thatcannot be ctributed to ri;ported inflation. Iron reinforcementshow a 43,," cost rise rods, for instance,ovor the period Deccmber 19Z2 to Marchat import siciiistics, 1974, if one looksbut a survey of local suppliers reveals retail price rises of asmuch cs 152% over the smime period. Similar disparities appear for zinc, wiretubing, fluorescent lighis, and rectal fixtures (locks, joints, etc.).we could ieach One conclusionis that the matericls suppliers are dominated by several large firms,creatinr monopoly-like conditions. If further research confirms fhat this is a majorcause of inliction, portion of this loan's continciency fund could be used to supporta cooperative-typc- Inport organization for small builders, or related activitydesigned to reduce prices of imported materials. 

1/ According to the INCAE Study. 
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TABLE III 

Cons trut ion Output 
Cuen tas 

Naconales Center
 

1973 


G79 
 599
 
Clearing of Managua 


100 
 100
Construction exc]. clearing 

579 ,199 

1974
 

Volume increase 15%8 

88 81Price increase 20% 
133 116 

CO1nStr'LIt-Lloll eXC.. cloarina
 
of , 1Iapua 
 oo 696
 

Cleariu' of Mal:agua 

50 

TOTAL 

850 
 746
 

1975 

Volume ijlcreasc 

1975 at 197,1 prices 15%20 -1
 

920 
 600 

SoUrce: INCAl Centcr d(scussions 
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SUMMARY OF CAPACITY OF NATIONAL CONSTRUCTION INDUSTRY IN RELATION 

TO CONSTRUCTION PLANS 

(T!'ousancs of:
Cordobas) 

797 
197 197 4 

Construction 

1."011-
v Tuo.as_ Idns 

Smill 
Cornmerce 

Infra-
structure 

High
! s Total . 

Plans 152.7 539.4 0.1 77.7 E78.9 123.1 308.3 
.7 

9.7 32.2 567.3 

CcnsfrucCapaciyion 

(Deficli) 

104.9 170.7 105.3 48.9 430.3 150.4 246.5 151.6 70.2 618.7 
or 

surplus ofyacr (47.8) (363.7) (3.3) (28.8) 448.6) 22.3 (61.8) 52.9 38.0 51.4 

Deficit Carricd 
Over from1973 

(47.8) (368.7) (3.3) (28.8) (448.6) 

Co.bl.Jd Sur lus 
or Deficit ( )
for 1973-74 

(25.5) (430.5) 49.6 9.2 (397.2) 

SOURCE: INCAE: Cc'cc!ad y Planes C Contruczt',n on Niccrcguc pora1973 y 974, Mcy 26, 1973. 
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at 1 046 million excluding the Ministry of Public Works' additional capacity(See Table II). Thus, a shortfall of (,4 00 million would occur during thepe riod ifrn,:,-ned construction 1973-74were not postponed and capacity did not change.Of the ($78. miliian pro2rnrnrned for 1973, only (570uccordin.ri o vatio.l million was completed,,.,s. 
Thus v,,L
in cont-ruc tion pr-jecJ,, v,,i, 
dould o.,le apPIOxirla ely C300 millionshifted to 19Y-4,million, raizinq iblis year's c:'eiand to C867f,,-'. ' -public ec pivat':p li. Given INCAE'sc Iclty f new cstimate of/ of ; million, only (120 millioni worth of programmedsiruction activiies would hb,,vc to be pj:IFoned until 1975. 

con-

A,; akld. Ill .Io.s , IlC now esfirfcjHes construc lion output( r"di.ci to .. O)jul to C .,:.,-i-yfmiCi 1,; 1 on) at cm 6696 rnillic, in 1974, plus 's50,, 
 inF,.ted capacllv, 
This concedes1 . 1Ci ii IV 'ir -. irncfr. (,FV' outpul rindl 20%Ki:.It7 i .csei in I in price.',~~~~ in -. -,cnlvolu::,.>;"Ids aSin' 19/5 ca.acib. of CJQ0 million.ofill~ l5.'."
-n'..00,-

incricdc' .;"n. l •1...ctp -. i 6w and-,, U ,, - mi: ' ,.,' 
S ".' ' ~ : .....'r 

I 925, we belio'',, 1 increcse' v. A~ j,,li,,,' and ' , 'sOf',,''c,cr.-i ,',ywc',d, cerrnint:' ui . ill i cs r ',consti, i19/- C'i!.,i < .'Ih , a ".3 increase illStlUi'imu i';c'".; i C, , ii on, i.C"Jtd.;( ,ur A -ri ,, ill w i t c.'t i ,
c-, n fOr 1,. of con-

I i-_i: , , 
 C!,. ;f,nt1i':,*;>, 5 F"C(Ii-i C ornl ,'.,C- of ($600p'y ;,
tlv; iuc'u s 
:'.. f-,I-( not e(xces~ivc.ly buide. ,iy cli>j.,V actiit,i vould he (,Ithe top accepcble level. 

'f. ,,v.'nrftlr
I o uc C( i b 

*, inis car.ei;)>? 


it cv .....I c to d t..v 
,f1i' rl,, su'pliiJ( in 1975,

is Littl, finln,I":.'w; infornation' ii ,< , lifh,( d, ... r r 5 o! 1F76. In te Economicof '4's , 
 . l Iivt ,ri'unt' of tl,-'ublic sector 
v . i I,, . IwV 1l i i ~ I l iiof w'-_ in,. ,, C t Co \,C l~ C(. nlrruc tioi m of' irmc.n; , as v.ell(:,vi.,
i T .i .'.. n some minorv r* ~I,I, At I 

f 
-. on r)r c'i'tL ic n to Consume 80 )

in I 
-fi lntI 'fci(h. t'"'l IMc.h,, -I) f'p , f v:-

C ',ILIt 80"U of poenrariniccnr..-, .t,,. ....'., Thus, we rnsqhl!o calculate,u., K, i'.,

inlf4,i.u 

d in 1. ;cc~iiM VcK....jot, only (612; Ct-: rlj(.lin-' ;;idlernh inedl Ift 
million- i will 

pivc lte investment in construction 

1/ .95 N 9D0Ox .80 612 
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ordered by the cement company that is expected to increase its productive capacityby 40% during 1975; a new rock crushing plant is being installed and temporaryarrangements hove been made for crushed rock until then. Howeyer, in supply ofwood and plywood, controls on exportation are essential, to increase supply in theshort run, as ncw Frocessing capacity for pine that has been installed so far isbeing exported. In the medium-term, other woods of Nicaraguan forests might beused. Other shortages may be attributed to slow delivery of materials and production equipment from the U.S. and other sources, and to the monopolistic structure
of local suppliers (four "ferreterias" 
 supply 6ro of materials). These shortagesmirjht be remedied through making AID credit and commercial assistance availableto small enterprises, as detailed in the Small Enterprises Roconstruction Credit

Proqrani section of this paper.
 

B. Analyses of Cons truction Cap clty. The first major studies of construction capaciTly wa.,re unckrtnhen in mid-1973 and include: 1) INCAE Advisory
Cenicr's Capacicd 
 y Planes do- Coristruccio. en Nicaraquo para 197 3 y 1974(Mc', t nrssiudy i cr -.

19/3); and the Housing Balk'S "l.nBienalc 


1 z2ctivas r lu Construccion (July
Construccionos del Banco devienca la Viv del S'stanici doAhonc1t ,.___. trstaro (Y7 and Oc-ober, 1 inrhe1cL (ocumon, is curranly in tno process of updating, aldiLough the HousingBank bes published a rc\ievew of rising prices. Tentative new estimates of capacityhave beecn made by the INCAE Center for inclusion in this document. Due to lackof new information on planned tolal construction, this section will use estimates

of demand partly bussed on these prior studies. 

On the basis of Central Bank concern about inflationary pressures,public sector con:,iruction invesiment is being trimmed by the GON for 1974 togive reconstruction programs priority but to lcave sufficient capacity for privatesector investment in Mnaaqua reconstruction to share. We assume such active concern will confinue, and that, if reconstruction programs financed by thisand other loans ou run consl ructicon capacity, the GON will act to spread outthe implementation p,.,riod for public construction to ease inflationary pressures. 

C. Demand vs. Sup in f1K:Construction Sector: Aggregate nationaldemand for construction for I1973 and 17.4 was estimated in the INCAE documentto be q 1,446 million ovnr the two year period, and cumulative construction capacity 

UNCLASSIFIED
 



UNCLASSIFIED
 

TABLEI 

New Construction Workers Trained 

Instit Ition 
1974 1975 

Don J3osco 
531 290 

Lnstitut.. Tecnol6gico de Granada 300 600 
INA ( LO) 

1,200 1,800 
CNC Training Center (OAS) 

694 290
CNC - UNAN 

- 140(fO rerne en)m 


Min Labor (Page) 
309 864 

Vocational Tech. Instu54 
79 

3, 088 4,063--

a/ USAID e-stin-,ates after discussionsv with each institute and INCAIP. 

Bu stamante/Tones 

15 May 1971 

UNCLASSIFIED
 



4 

AA 

locgD '0 iubni noltoLflianoD 
-

- ~ ~ zoliDbnammooeibro zolautonoD 

O~O w1twhiIdchlom&ibliud b,w noliou~iienoo grdtilioS 

i it4t Ifoo a1 Xo moil 1131 luztozb orlt emj 	 ~e~e~it~,tDtia el~'~edmie~ed iiid sin 
~oa~12 z'need svod <flooqo: azsox Mli, heaw Xo 

oini eriuwa alioieiomr bn 2e~iVI$Z noiiomnroo iolt briameG
 
nibioooA *.M-bimenieed16
10 eulDv 5dt .oiob zinuo)oD lonoiton i01 


*l5ve3 R\-9If edt'pi;Q\O.R6 zow CV I nii,.4iqiuo rotuieo

roiiouboiq ineme) 

s.ioled loe< adi dliw b~iq.-,oo EW9f ni 8\f.moz '<d beoawom 
-no:) lo 29ilotrnvnl 

ewesioni becjlsd iodoI ici bnomsb aliriw baloiqsb nged svod alolitom noitoulta 

Mf? XoM bria MI~ iedms:)eG nd~pwitd 8\eO awpow 
ZlohetoM enibliud lo ieoD edIT 

IdooM bnD C\VI tau~uA nsewisd bezogioni.M~ 

.iii
lo \-ti:)oqo edt todt zetanibni 	sonsbivo odt lo idaiqw odT 

fid '<om v(,taubni noiio~ntrnao edt
9 nhub bonima Xloaoinoizduz edT I.6\V - 2 

ni eszooloni '<(ted odi rliiw iodlopt boicitno ai itd bnomc'b flu 02091ifi iodil 
oeow bra loilglom lo i~o:) edt 

sdt at iiocjqua brie! iol oz oa)olq ns~lot eyod loni 
bni otns) '<,oeivbA 3ADkl ed& lo enoi2Ulono

bnuol .rbidw zeibuta Ant)8 lmin!) 
oiraupgborni od t 'iioqoo enilis 

DOeID edt ni mo vlkenlilod zuoiie~tzom off 
tailot:eq2 ntioo bra 1nemolol tnotdzo, 1ngmoiol '<hlol:eqz) 	 iodol boiliA lo 

rbUe ZohiOiDvaoiotneo. ZDeniied ailo siD zegotiodR .(zioblow brno enozomn 
o icl be:)ngiloqx9

zai:ubolq 1nomso X<hoiuoiiioq) 	 floiiotom noiibuiiwona lo ,edmun 
boow 1looiz booiolnioi 1Zl0d ticii 2ow~toulla toem 

%ISVOwoH .(awIL3 tall bna 
od no:) noioubaiq zw zebltido sIdrnaqumni otulienaD ol babo:)qxe ion 01D02d 

.boiiN noitatae2 dlinom 6_ a giwyoltal (bolioqrni zgilqquz bohogn io) bobntoqxe 

neotd at OUnitiaDZ IZUM 2aqota UaalerllOnami nAfztnemeliupoi boiaojoiq qu mfnl 
ad bluoda iaidw bria '<Ilo:ol bouboiq eci no:) ibdrw ,nirrniqb .aloholom otlioeqq ,ol 

boilcqmi.tnemqiupa bria flailoni iol aiobia eolq bra 

.Vi
eldiuoq amo~igva at '<ow 1iobnu eit) <booilo 2mo10aiq 

aille 0215dt
010 (1oldal 99a) amoigolq gninuoit 2uoh6V ZA,)!)nolitd HDo lievaD 

a -,odol bs lliAzla <Iqque edit ozogioni at b,3i:ubnao pnied
need zod AAb wen 

at 	 mcl dUad~ t~q~eolfia taot,edtew a notacupemaaAi 

y 

http:edt'pi;Q\O.R6


b 

' 

~,a' a.' 

4--o1Aa 

ulzebetm1 80 lM 

ffGAa~~10 

a~ ~ - it M~i n 2 1 O ,' '-- - I'~ 

Onoaaa~ u 
n s , B .4l 

pulazao:aS 
11 1w fa,. a, g 

ia 
-mi~~~~ ~ ~ bq. ga~~q t'a 644ni 

n a a ' 'a 4 a a a 
i n t zd" 'a 'ao~ o'~ 

aa S aIt' I4-' -, a 
4-an.L 

~~'4aa,4aio .a-.... ba~Aa A a r~ 1 1aa 13, n o i at; .~ 
d . bo.,a,2.304 .aaZ~ aa' A v n oaa ;1Pqgp -Da-Lroos oldt eudTaDO9~ S l 

n o: a~ n".aadiUa sa4oil 

n u~ i n saa q olo4.cd ;sjL a-a ,,2 
i i z i ~ w 

m Z n l ~ l saj% m l o g i i ,2 n i u w o J r 

qi ib m 

i iV0 i)01 belQO irltltoibe mmup lo noitp lnqb 31qm, ei 
noiou*aaaa,,asq not)MMOO9 

<ivia) booq1 DP~9 nnii)io nnW1'm~1oieirit loer~i01xo DedtqqD 
... ctozl (lo mu 

ew oi o:Y1qo1 hel ruo
bno Xiitvit:1Pdogn

'l 2tiqg gintoq oubin'9 lv 
qrl ooinOMldil icl boWf9iroaqn 

e 9 odi wroIl MdtbenIiIAZ1tzgubQ)i 

e9!na1w ipn31 ii.iflwon no~eqoeeIoii 1 ,kodoiiuioo xqnoalWn!tW~f0~1O~~noo~oriilfll s-: edtn,~ jodt t eou~l o 1w~a ow~~~,aL~~~~~~~~aaa~~~C $03voi bvi 

431HIaAIDa 

?an~ 



UNCLASSIFIED 

- 140

v) Low Cost Housing: The Mission currently has pending in AID/W aCAP for a Lo7n of I-77,0 1Tliij to the Nicaraguan Housing Bank for upgradingand converting the "eriporamy Shelters into permanent low cost housing. Foradclitional details on this Project see CAP 5244-L-029. This Low Cost HousingProject will foam an important part of the larger Urban Reconstruction Sector

Program being proposed in this CAP.
 

vi) Grant 
1 

Project for Protarn Manoclement ond Poect Irnplementation: Asnoted by allof T-;-1Ts to a reviewed lieeconstrucion scene in Munagua,the GON requires i.nmdiale foreihin technical assistance to improve its oveiallplanning and irnplern-ntal-ion capabi ltics. To respond to this need, the Mission inlate CY-1973 developed a Grant Project for Program Mancagement and Project Implemeiation that along with assistance from th OAS and UN will provide, foreigntcchnicul personnel to cassist the VMUP and other GON agencies upgrad. their

planning ond inplerentaliion caxiLi litres.

in March, "[he PROP for this Project was approved1974, and ihe Project A.recment with the VMU P was signed in April
The firt contracts 
funlded by this proaict have been finalized and will provide assist
ance to th-, VMUP i,, fi nlizing the lrfreudicite Action Program for the first slage ofthe reCon:IUrulction and for continuing long-rang.:! planning activities. 

The A..1). Grant Proje,,ct for Pro(Porn Management and Project Implementalion, along wilh cssistance froan the OAS and UN, will provide for most ofthe foreln technicclI sistance required for ieconstiuction planning and institutionalstrenglh.inin-. h~oVevrr, substantial additional funds will also be necessary to assist 
GON cris plan anld implement activities novProgram. For e. ampl, included in the Irnmediale Actionvarious GON ':Eecuting Agencies will require sjbsrIIntialassistance fron loc-al l foreign A/F consulting firms *f Pror jcim Acfivitfit> ore to bequickly des' ir erild, prepl rd.c for finr',yscig, in I-cretect and adcqualely super\ised.Thus, it is anticiparted that the p;aero.,ed A. I. D. Lran Reconstruction Sector Loanwill provide funds for this latter asp,_ct of the Program as well as provide fundingfor specializest urban and naticnal p[lann(j rcquirements thut bccause of theirrelatively large scope cannot be fincnced by the A 1. D. Grant Project. 

vii) Urbaln Reconstrul-ticmn Seclor Locan: The Urban ReconstructionSector Loin containo T{n 1T1-c1 ow Cost Housing Loan and the
-i-tiTs 

Mission's Grant Project for Program rri,iagemrent and Project Implemenlation willclose out the Mission's immediate reconstruction progrom in Nicaragua. With eachof these Prugrams, A.I .D. is dealing with immediate high priority areas for assisting 
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labor ihtensl ve public works activities, acti vities for cleaning-up the destroyed arensof downtown ManIgua and activities for replacing vital public facilities destroyedby tho quake, clid ussisti ng the GON 
continue other vi tal development projects.Over ihr- past sixi:'n irionths, he Pro~r¢rn Loan has ben oneilnnir-n-al of the activities mostin trd the GON telieve some of theC,i...... iost disruptive aspects of theand" ci' noled pruviously, instucotL ng und implementing i t.own recovery und r1:construciton acti vitie. 

lhe Loim was signecd on Febuary 14,medlialy forwrd amid created witiin tie MOF 
1973, arJ the GON moved im

men..iion Office for the Loan. 
a Special Coordination and I mple-
This Office was organized in one week,
met by the end CP's werefFhruurv,, ae. PQrar Loon activiliVs19/"B ,'ere initioW d in MarchPh cic, o ,Y/,inrecord i nc, $14.4 million of Prornm Loan fundshod beun coniid to 23 ovAi.s and th eaiming .ocor,,id, (/\ mitlion isnow beinqIk of Prograrn Lcra ActivItios anid the financialiiclu, :.din AIIr,,<x stalus of each isiw rty two of 0h0 s CAP). All Programn Loin activitiesc ..,.. W K good pr. rCsS and it are prois now exr'c id that r..t t.ifies will be con,lrd by th-

ro ram on cctivend of CY- 197. ([t should lso ba noledC that theGoc). n t a (;(0,0 ,.i-,roxiinutely 
to ,ll,,[roal $13.0 rnillioi- Reconslruction Fund[.;on nd withto hrd vi uci Pror( fn I oan acli'it:cs, the 

this fund aid counterpart contributionsGON
Couln has well exceeded the level of.i 
 expendii, ies tormalIy required for A.I.D. Lon Projects.tlcuicrlJl ' ,'ort,,since "This is par--t,'V ondy very limied counterpart requirements existed forthe A,.I . Progri: Locuri). 

iv. Educr,li:n Secihoro: 
Caaion 5 cic'r l.ocn, 

Shortly cler the earlquake, an A.I.D. Eduonrze-j priori.'i to the ecrlhquike/addition.al asskSinon(- was restructwured to provideto the GON in reconitroclinj primary schools deskroyed bythe (C1-:la . anJ f[ui ii .rs additinoici Uumands created insecondary cities by therefugee pcpulotion. 

IprimnrYcio:,ro.-,' in 

'1is 1r-s"ucturd Loan swill provide fm tihe construction of 834
'inaguu and surroundin:g- secndary citis and OIt reptace
most of the priiry chooi facilitie- destroyod 1, tl:e quake.
has enccoi While constructionlered so, ifticullies, particulaorly in obtaining lend iitlesschool sit , 273 cl royims to variousa uir ,r auesoruction, corstruclion of anclassroo:, additionalis Out 185for Li, and th0 cnnstruction of the remaining 376 classrooms willunder contract by Whe cnd of'CY - 1 
provide for the tuplace 

.74.Dhe Mi:,sion expects that this Prograrn willient of primary school facilities destroyed in Managua andthat no additional reconstruction assistance in this area will be necessary, 
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4. Place of the Urban Reconstruction Sector Loan in the Mission's Overall Pro
gram in Nicaragua 

Since the earthquake of December 23, 1972, A.I.D. has been actively in
volved in assisting the GON deal with this disaster and the A.I D. Program has 
been instrumental in assisting the GON alleviate some of the most disruptive as
pects of thi disaster. Since all of these relief and reconstruction activities have 
already beun extensively reported on to AID/W, this part of the CAP will only 
briefly describe each activity. 

The Mission's relief and reconstruction program is composed of the following 
major elements: 

i hmrrnecliate Ernergency Assistance: Following the earthquake, the USG 
provided subsTtial emergency assislince to the GON in fihe form of medical supplies, 
food and othcr crnergency commodities to assist Nicaiagua in overcoming the most 
immediate cffecl of the earthquale. Th.ve total cost of Ihis assistance was about 
$10.0 million and was fully phased out by late CY-1973. 

ii) Temporary Slelcrs Proiect: Immediately following the earthquake a 
major GCON/1Ali) concern v,,r:s Jhe provi-sicn of tenqporary shelters to the many Nica
raguans left honelcess by the earthqiurakC . Since up to 50, 000 housing units were 
destroyed by 1he quaCke an tHIousands were located in tents surrounding Managua 
and in secondory cities, inmmediate actio, in this area was necessary. 

To deal with this immediate emergency problem, A.I.D. provided the 
Nicaraguan Housing Bank (BVl) a giant of $3.0 million for the construction of 
111100 ternporary shelters. The Poj ct was initialcd in January, 1973, and com
pleted in recicrd lime by April, 1973, and was instrumental in providing sheller for 
thousands who had lost their homes in the earthquoke. In addition, this activity was 
one of the first projects to begin the overall deconcentration of Managua as later 
recommended by the plarnv.-s. (Adcition;ul details on this Project are provided in the 
Low Cost Housing CAP nov pending auth.rization in AID/W). 

iii) Ernctrency Progrcam Loan: While the above activities covered the most 
immediate rehi'rf rluiienints, tle earflquake also created other very serious problems 
of extensive unemplcyment and disruptions to vital public facilities. To assist the 
GON in dealing with these problems, A.I.D. developed in January, 1973, an 
Emergency Program Loan for $15.0 million that provided financing for a series of 
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Developing and recommending government procurementpolicies assuring appropriate access to government business. 

Providing larger business firms with information aboutsmall business firms active in areas of interest to larger firms. 

Providing information to foreign bidders about potentialNicaraguan sub'"contractors and joint ventures. 

Carrying out seminars, meetings and social events at whichsmall businessmen can meet and establish contacts with manage
mernt prsonneil of largor firms. 

Providing infornation to Ile small business community abouttraining opportunielos and the utility of continuing education 
in business technique. 

(d) a technical Aslance Requirements:
assistance to small en 41 

The brief history ofi- l"icc;ra,,,a firmlycieffective tc-chnica! assisfances 
for this i;.nstale the significance ofcrea of the dredit project. 

The Banco Nacional (BNN) conducted a credit program forsmcdl er, orprises and in 1967 AID sicinod on agreement- with the tINN to lend$2, 000,000 to e!xpand the procram.
Up to $200,000 

One third of Ihe program /as within Managua.was provided for technical assistance and promotion of the program.Even wilh this assistance ,he UNN was uniable or unwilling to expand its existingprogram, although the AID loan was disbursed rapidly.of cappropriate USAID suspects that the costfchnical ossislance in this type program is high and has not been
realistically estirated by local institutions,
 

The private seclor has alsocbovstrated the1964-66 INFISA same point. Inv,as forimed by a privale sector conglomerate active in variousindustries and comnemcial areas to finanice credit to small enterprises.own Using theirfur-s and rnoney borrowed from INI:ONAC and CNI they promoted about$1.0 rr " 'ion into the small enterprise sector at high rates of interest and withoutfech,.icuil assisiance. The venture was a disaster. Local observers report that INFISAwas aware of th' high administrative cost of the program but not cognizant of therisk element and the need for technical assistance in this type of program. 
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In addition, the maldistribution of credit contributes to grossinequities such as "loan sharking". Evidence obtained from the local markets indicate about 1$4.2 million in loans made by loan sharks in 1972 and an estimated($6.0 million in 1973. Interest costs on these loans ranged upward to 480% p.a.(See Annex 16K) 

As a further example, FUNDEindividual taxi operators including tile cost of the vehicles ( taxes,
etc.) as well transportation,
 
assists a limited number of 

as the cost of the license. The license is currently traded for LJS$2,000.The Ministry has not increased the 1200 licensus made available before the quake.This problem has other impacts in the sector. FUNDEtivas", one has created eleven "coopera
own 

of which con:ists of 32 taxi operators. Four operators are driving theirvehicles financed 1,\,FUNDE. The other hiembersowners at excessive rentclls. 
are renting vehicles from largeThis restraint is imposed by iheas well as the unavailability of licenses. 

lack of credit availability
FUNDE is planning an approach to the
GON to request a certain number of licenses be issued to now
that FUNDF individual operatorswill finance with resources from the new AID loan. Similar problemsinvolving frarnchises and routes confront drivers of buses. 

As illustraied above,constraints on there is and has been a variety ofthe distribution and avxilability
the target population, of credit affecting and excluding
which will continue to be excluded unless the GON undertakes specific action to alter the course 
of events as proposed in this component of
the Program. 

This constraint will be addressed by allocating counterpartresources of $3.2 million which will be matched by an AID loan fund of $3.2 million
to create 
 a special credit fund of $6.4 million which will be exclusively available
to the tarclet population of this program. The participating banks and subborrowersare expected to support the program with additional counterpart resources in thecourse of the execution of the program. 

Supplementing credit and technical assistance tools,FED will also attempt to lift constraints of small enterprise activities due 
the

information and contacts with the rest of the private sector and act as 
to lack of 

an advocatefor the sector by: 
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,d) Procurement policies and procedures designed to encouragelarge prime contractors to provide management and technical assistance to smallerenterprises with .which they are dealing. 
(e) Procurement policies and procedures designed to facilitate 

Gnd encourc, establishmni-it of ind-'pendent new enterprises by capable and
experinced eniployees of prime contractors.
 

ii. Limited Distribution of Resources and Credit: 

(a) The two largest commercial banks in Manaqua currently havea total portfolio of working capital loans to 13 construc.tion companies. Twelve of
theso b-oins are to larmer firmis rnd the othcr is medium sized (idenlificd as
by .,ie bank). "small"Ono of the banks has a porifolio of loans on 30 new buses to 8 owners,representing tie Ilamoer comrnies in the industry. 

(b) The curient BID loan through the FED shows twelve constructionactivity sub-loans ranging from (!,250,000 to (c7,817,50 C6rdobas. Only one ofthe:o borrowers rmi*ct be a sniollur firm. 

(c) Furthermore, an oflicer of the largest commercial bank (BancoNica 'cuense) has told USAID that his bank has temporarily stopped makingto the industry sector in order ihc, new I-insthe bank will be in a position to meet the tradition::l (!lfwfcnds of their cotton and agriculture .sector clients for seasonal credit.Normally, tho bLiok at this tim 
 of ile year has fully repaid credits from external
banlks but It has 11,1,n unable to "clean-up"
domno!r;.,! 

this year because of the unusually heavyfor credit from the inclustry sector. If these conditions persist or recur annuallyin lhe rcgular credit channels, 
sourc.s will not b, 

it scers clear that credit available ;n the regularaccessible to the smaller firms and people in the target areaincluding small entcerprises. In jiarticular, the supply of credit available to the smallenterpri'es sector h!s always been limited. Up to the earthquake, the sector flourishedand rnicintaind ln imnoorfcnt place in the economy by relying mainly on its ownresources. This sOution has dramatically changed since the quake virtually wipedout the entire equit) base of the seclor. Consequently, the sector's weak financialbase is a major conriraint on Ihe amount of assistance that the regulated credi"system can be expected to provide. 
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B. Constraints Beinj Addressed By The Project: Three major constraintsare being acfdres-s-d by- h roject. 1hese include (i) structural concentrati onin the private sector economy, (ii) the distri bution of available resources andcredit, and (,") the requirements for technical assistance. These are further 
discussed below: 

i. Structural Concentration in the Private Sector Economy: TheNc'aguan pri.,te sector is doncinated by a few powerful economic groups thathave controld a large area of the economy since well before the quake. Thenew requiremen.s created by the reconstruclion, particularly in the areas of constuction, building maierials and tranportalion have created newcrlg production, In opportunities for incresinp "idi"oI , with rapidly expandirg demand in certain areas,critical supply 'ott!enecks have developed often as a result of the dominance of aNicarcaguan inJustry by a lirmiled number of firms. The proposed credit project willdeal with this consi unt by cimn !inj resources to smaller eiterprises that areindupendent of the firms noV, dominating bt'siness activity and could effectively usecredit and technicol assistance to help relieve "bottlenecks" in construction relatedactivities, in parilcular. The F1D will finance construction related "bottleneck"activities throughCa speciol "window" of the credit fund. 

Bottlenecks resulting from the dominance of a few firris are evidentin ftle transportation area also. It is anticipated tha- individual bus drivers andtaxi drivers who want to own their equipment can borrow through the small enterprises channel of the credit fund and that the Ministry will be requested to cooperateby making available a number of licenses and franchises. In addition to credit andtechnical assistance, it is expected that the FED will promote special policies inthe construction ca;eA by the GON in order to improve the opportunities for smallerfirms such cs ma,' be possible and consi stent with sound management and engi neeringpractice. These policies would be follows:as 

(a) Structure specificati ons of work for constructi on and procurement in a manner to facilitate competition for work by smaller enterprises. 

(b) Where appropriate, open certain elements of work for bidsby smaller enterprises only. 

(c) Encourage prime contractors by incentive or mandate to subcontract and enter into joint ventures with smaller enterprises. 
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that operite as intermediate financieras using resources from FUNDEof their members. The Cooperatives are organized in tK, 
and the savings 

de Bacrrios market centers, the Bancosin larce low income districts. Since the quake cpproximately 1,500menimrs hove been orn,ized inlo eleven coc),porotivas ond bancos de barrios.new sructure opcr',f:.- as 'bronch,-.s" of FUND!: 
This 

in different macrkets arid barrios,perrnims wide distribulion and bua andter control over lendingj op:r.twians, One of theCce('r~tiv,,s is now ,oI" ufficienr arnd all arethat is, el iant on 
expected to become self-sufficientthe i" own savings which will represent their "equity" , and abasis to jutrify borrowincs. 

One of Iku neweris an orcuni-at~on of 32 tuxi..driv.,rs. 
cooperaivas (aclually a'hre-cooperativa")Only four drivers own their vehicles.rent v:!iicles at an c. -xarijntdc.Wlly rental frond 

The others 
°,I '-a owners of lorge fleetsleus 

FUNDE aims to crea:e more "Cooperativas"Barrios" and "Bncos debut is I iniiied Ky funds and rcsources which must be odvanced for organization ,-d ,dcni nsirclion e'.penses during the iiii ial period.
FlJV.\; , (:jieverm::i. USAID is impressed by
N aid objectives in this area and this credit program proposes
to odv.nc,. FUND[.- fufris for loo:. 
 to new cooiFerahivas and buncos do barrios, andfcchnicl o-sistancc- to crntinue ibis noiewcllhy acivity. 

The FED will require thal each participating institutionprovide (f oadeuq.ale tochnical ae.istance program to effectively utilize the resourcesmade av-ioable for the program, In this target-cirea if is estimated that aboutsmall 1,600
entc2irlses wi!l be assisted by the end of the disbursement period.
 

(b)Fron 15 Srncller Firm.- Reconst'uctionto 30 selecltod ste Related Bottleneck areas:.rT..,:--.! ec..d 1co be assisfod in t.is area,The FED. in covu~Ltin with VWYJjP and INC'E,supply will obtain the dimensions of,id d:mand fcctors in critic-l areas of the reconstruction effort and identifypotent ial .,otilene,41 induys and aclivities . Identificot-ion and analysis ofcanciidat, for credit (nd iechnic.l assistance would follow and a decision will bemade that such pa,'ticulor assistance will support
pro the GON's overall reconstructionrcin,. The cech.rcai assistance rocquireritent may include consulting servicesthat will be paid for by the client cis part of the subloan. 

The FED and the participating banks will maintain fullinformation on each client's progress so that the program may be adequately evaluated. 
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on (e) The FED will prepare and submit regular reports to USAI D 
the operation of the fund and a plan for evaluation of the credit project acceptable to AID. 

ii. Targets of the Credit Pro ect-targets related 1o T 77Oe The credit project has two primefte Action Reconstruction Program, 1)Small Enterprises in Mo'na;a that need credit and technical assistance in order to locate or
expand in tho deconcentration zone and the population centers of the new city,
2) Smaller firns in reconstruction related bottleneck areasthe lmmediat / ction Reconstructicn Procrcm, 

that could contribute tof credit and technical assistanceore made availceblo. I " 

(a) Small Fnterpries in Manogua:of working funds o',ailable-to s . n-erpri Before the quake, the bulkss inManauaform of paid-in c.pial, an index of re was financed in ther
sector. From tl's nble self-reliance and strength in theeoconclud! that the small enterpri ses sector received littlesupport from re-ular credit channels, even less support than we had suspected. 

havir"I As a result of the quake,lost vir1ua!ly its entire equity-bose, the small enterprises sector,commwrcial sources of credit, has a greater 
and blocked off from the regulated
 

evcr before. access requirement for resources
Uniil the sector regenerates its equity base, 
than 

the need for credit will
probcxbly remain hirih but the supply of available technical assistance will set limits
on the amount of credit that can be effectively delivered to the sector in a prudentprogram. (The ro:e of lechnical assistance in the progra is discussed in AnnexCredils will be chunnLled to those enterprises located in or aroundassistOunce from other components of the Pro'arm, areas receiving

16B) 

comc-cial Zones such as the eastern and western

sidenli! 

and generclly in the deconcentration
areas zonesthat will receive infrastructure assistance. 
and low income rewill rperate chiefly through For this Program the FEDinstitutions that have well established small enterprisecredit programs su-h as the Banco Nacional, theinstitutions will br, required to support the Al D program with technical assistance 

Banco Popular and FUNDE. Theseto the subborrower for project pro'notion and development commensurate with thenumber of loans being processed. 

program for small 
FUNDE has taken an imaginative step in promoting itscommerce by creating "Cooperativas" and "Bancos de Barrios" 
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(b)
necks that ,vill slow 

To provide a credit fund for attacking critical supply bottledown the overall reconstruction of Managua. 

(c) To assist Mano pua's small enterprise sectcr to further recoverfrom 	its ciln,m:;1, total desm:uction couscd by the earthquake. 

(d) To provide lower income cilizens of Managua with a newopportunity to rc.estahlish or expand their enterprises and new cooperatives to playa more active roln in the tvancgua recolsfruction° 

ii Elem:.nts aol he Crdit Pro.ct 

(a) The credit 
story banl.-

fund will be structured with the FED as a secondthat wi ll channel the funds resources through banks and institutions ofthe 	ncitional or'cif system. 

Hb TI!:CV'OUr, 	 FED will cralk an operatino unit staffed with a smallof 	 I' cucfi',c1 crchd"t Tpeciatis!s,i -c M[4 cu-vA 	
The staff will work in close coordinationte 	"."UP und direct ly supervise this credit project with the
ci"oricipafin: 
 [iX 5 and 	iris iIij;ions. 

The FED will eslo!..d sh ' ) 	 financicd mechanisns to provide incelni\c.es to the pc' icipa -in,Lsi-itutions. 

(d) The second-stcry bank (FED) operation will provide two
windows" for channeling Ili, 
 fur-ids 	resources: 

A "window"help 	it recover fro;n fo: Managua's small enterprise sector toits near tcmc! dshruction during the earthquake. 

A "window" for smaller firmscrilical construction related bottlenecks.	 
lhat could help to relieve 

The rnechanjsnis ac'J operation of the credit fund and theroles of the institutions are described in Annex 16A. 
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-particularly smaller Nicaraguan enterprises have been unable to fully respond to
the new opportunities partly reflecting the restricted availability of resources
and technical assistonce. 
 This has resulted in a critical reconstruction field oftenboing left to ihc: few large eslublished companies in each industry. 

The reasons for the above aic complex and often involve far morethan the lack oe loon funds. However, the Mission and the GON believe thatthe future reconsiruction pro.c rrn could bK- nratly assisted by a specially designedSmaller Enterprinses Credit Fund that could prr:. ote and direct resources to high
priority privale s.:ctor investments such as 
expansion of the smciller constructionfirms, direct pri-,r i sector investments out beyond Managua's Inner By-Pass Roadin support of the GOQNs dacoijcentration policy, and thal could promote and directfinancing to .ey smaller entorprises, such as in the area of building materials andtransportation, so as to break criical bottlcecks for reconstruction. 

Thus, the Missic'n oiificipates thot a part of the proposed AIDUrban Sector RocoeLstruction Loan and an equal amount of counterpart will be usedto cc, itlize a special sniall eretvitrpriscs rec:onst!uction credit fund. The fund
will be rerofta by ihe Cent'rul [,nk's 
 Fondo Especial d-, Desarrollo (FED), a newly cr oecd second,-s'O y dovelcm.,wnt bank Itint is also administering IDB and IBRDLoans. The Fl-D vculd move r,.t,.onstruction related credits to smaller suborrowers
throuI the entire I' 
 cc'raquan bunking system by discounting and financing eligiblesulb-projects. Hov'evcr, the fund would nat only move its own resources to subborrowers but would also mobillie private resources for reconstruction. The financialmechanism to cpr,e this fund is currently being used by the FED, and is described 
below in Annex 16A. 

i Purposes of the Small Entarprises Reconstruction Credit Fund: Thepurposes of the Small Enterprises Reconstruction Credit Fund will be the following: 

(o) To provide the Vice- Ministry of Urban Planning and theMinistry of Finance vifli o specialized credit fund through which credit can be directed at developing smaller entc::rprises in specific geographic areas in support of the
GON's overall d.econcentration policy. 
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8. Small Ene ,sReconstrurtion Crcdit Fund 
A. Scc,,, of rhe Creciit ProIect: The Government of"Nicaragua estimates95%"', of Iunuaus smal7 7 -'Jrprisesw,,! d'stroyed by the quake as well as majorconar'ncal actv.i.s concentriacd in ie d.. nlown area,and Lrr On the other hand, mediumscale ioc ,slriel cc;:cciiy, for the mcst part siluoiti:d outside of 'he heavilydomriyec zoeis, a; rCJlaivOe/ U.i:ouched ond has almost fully recovercd from the
quc :-, ,a,ior uo:knrcial activ ,s 
are re locating in and cround th(. new deconcentraud cc.,m-,ricol c:rt :.r and al c g I'lie nev., by-passes and ie newly w/'dnedMa,,oyci hjrwy. It'h;2nc-ral , the private sckycc has displcyed vigor and confidencein rccovring from iQ, quake and in initiafing new construclion and investmentsoutsi0 of the destroyed and heaIvily damaecd areas. 

Privai,; ',r.clor inv stinent and recoveryc-Te e.:pect-:pace tflic will be :;- Io continue at a
d Inr: Ily by the limit to its resources, nanagermnt and
techn iul "kncw-lInv. ihe, I:mereq, isiths to ccon arce, of course, not evenlydistrib-,,;ud n i ced o,'c hecivin co nkc',,eni rr, ad u,-A cont c Iled in relotively fewcopraac s cmcd in 
struci i,-, 

i iccir i,u: As a rosult, while nwny private or rtar recon,Wcivilbs have been 

have 1.. , 

i i acecd, onl, a fraction of t, small en;,Y:rrises
r iiinl,addilion, r crilicat botl cneck erects for the reconstruction I[. l reccived cy spaL. -'ntiOn andsnmlkcr tKIAc:cgOrnn 1Ires if appro ,,T,, 
;xis ina demanlv could be met by

vided toao 
ciedi ox!, technical assistance were pro-L, irk ccinronrcial' und woreh oure space dhshoYd by the quake hasas yet : rebuilt, ,.\o smaller ofi r :omnplc:.,

have and many other smaller businessesca v';t b on initialed. WItile the city is no,, rpread-out over a wider area,thus rcc.,iring additional transportculion capocily, the smaller bus and taxipan:, haWe combeen uricble to respond to the new opportunities by expanding capacityand new companies have bow. 'stablishcad.
il .',./ 

.v 

ct -::Ccit>' Pro's each do>', 
The need for new construction 

yet Nicaragua 's snneliar cc.riru1Rtion firmstinuc: I, ice difiicuiiies in financing expansion with their own 
con

limited resourcesand from conimertiol tianl.. '\s each week passes, and the reconstruction boom
grc.'s, IW Oipor unitis wd needs arise for the establishment and/or expansionof rirch;ctural and enineering firms, contractors, s'kcntractors,of new the developmentsupplier; building nialerinis and buildinq su-industries. , and other criticalYet in certain of the:, "bottleneck" areas, we private sector and 
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The Report cncludes that with the growth of Managua from a population ofroughly 400,000 to an stirnatcd population of about oneprofected expansion of the city to tho south and east, 
million by 1985, and the 

the demnd for public transporkjtitn is likely to increase at an even higher rate than the population growth.the srne time' Atincreased industrial and commercial activity will iricraase the demandfor truck transpc,rt. With economic growth,
grow. the fleet of private vehicles will a,-oFor the long run, in order lo achieve economic and social successLas Americas Low of theCost Housing Prograin, and of other reconstruction projects, thestreet system und public transport systerns need to be improved and expanded. 

While the GON isreviewing these above recomnmewratiens 'undertaken on and other studiesthe tran,'porlation system in Managua, it is precisely this need forimprovement and expansion in the Managua transportation system that will be placedunder continuous study by the Vice-Ministry of Urban Planning and will be animportant conmponent in the Immediate Action Program.transportation experts may be brought in funded with A 
In addition, traffic and 

1.D. Grant funds, as necessaryto continue exploring the sp:ccific needs in this area and assist the GON in developing a more comprehensive transportation policy and proca m for the reconsiru(,tion 
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7. TransportationLmplIcations of the Reconstruction Program: 
In conjunction with the preparation of the Low Cost Housing CAP a specialadvisor from tfl ti.S. Depmrmc,-nt of TronportalionMission iostud 7 	

wos brought to Managua by thei'uffic and t-anspcrtation implications and policies of the Los Americes Low Cost I>,,sing Pro,'run. 
This advisor (Miss Grace Finne from the TechnicalAssl~i-nce Division of the Office of Internalionul Procrarns,Tran-,portation) pi-	 of the Departnent of , ired a report-onftiled, Tronsportoltiof 	 ' ,p: cls of \ .I Income 	 D. PostFlousinc-in 
hw.ari 
, c,
n G,CdIcl r101" o Pcpcili~c r-c.,
Low' Co.HHIousin Program, regarding the A.I.D.the report made a number of recc,.mriendciions whichwere bIrsed upon ,;:rrclized tinspcrtation c'ond traffic necds of tle overall Managuareconstrucdion eff :rt. They arc as follows: 

1. 
 To cjss,.re the long run social and economic benefits from the recon-Orucdion of ann;t* lr an overall program for street rehabilitation,and irnprovement o'hc bus system should be carried out. 
traffi c ronulation 

mediate attention Problems that rcquire iminclude street 	drainage and surfacing. Inproved patterns of busroutes and a systC', of transfers should receiv attention from the GON. 
2. Terminals for buses with transfer plotforms for city busesintegration of regionil and local bus service. voulH facilitate

Incentives such as temporary suspensionof import duties, ctonceover from ad valorcm to fixed fees and liberal tax deductionsfor scrapping of elder vehicles would seem desiable to prominote renewal of the busfleet. 

3. 	 With a current daily bus ridership in Managua of about 185,000 passengersand an expected rapid growth in demand for bus service,
imply significant economic and social benefits. 
daily savings in transit tirne


Studies should be carried out in this
regard.
 

The Report aticiched as an Annex of the 	Low Cost Housing CAP goes into anextensive analysis of both the transportation needs of the Los Americas Program andincludes a detailed analysis of he traffic and transportation recommendations of theMexican P'lan. 
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the courses are one-Tonth in length with 341 trained to date,additional 270 during the rest of the year. 
and an estimated 

companies were trained in longer 
In addition, 80 supervisors for privateprograms. Future programming foresees apossible union with INA to make permanent a construction worker training center,with OAS and Colombian government assistance. 

iv. Vocational Technical Institute with n v\wly built facilities,began acceletated six-inonth courses which include 54 people in construction skills.Regular two year courses also include construction skills and may add another eightworkers during 1974, and more in fulure years.
heavy equipment for the 
VTI also trained 69 drivers for
Highway Department. This is a GON Ministry of Education institution with buildings financcd under the AID Sector Loan. 

V. National University (UNAN) and Construction Chamberunited to train foremen (rnaestros do obra) in one and two year courses.
been a crucial skili shorlag. This has
The first graduates will enter the work force in 1975. 

1A. Technical Insfitute of Granada largely financed by theSpanish Government, 

delays in I.cginrhig its 

which provided equipment and 16 instructors, has encountered
courses. However,
prepared (cis well as another 20, 

25 counterpart instructors have beenfor INA), and the estimated start date is nowJuly 1974 for tra.ining workers. 

vii. The GON contracted directly with a private firm, PageEngineering, 

in two years. 

to conduct Intensive treining in construction skills--2,000 workers
Focilities are still under construction (40% completed) bu& officialsbelieve courses can be:gin in June or July. If the progrom does begin as scheduled(largely dependent on acdditional GON funding), sonic 300 workers can be trained
in 1974. 
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can produce as fficien/ly as experenced skilled workers.workers hel. ease a difficult situatn However, the additional
Schoo! Two significant programs,at Granada the Technologicalond the 1"Jqe contract with Ithe Ministry of Labor, have not yet 
begun to frin wo:crs, allhough instructorsorfic* : u..;
! cfl' programs insist some 

are bui ng trained at Granada.training will begin by July 1574. 
However,

p-lrtial y,:'ar csthnates hove been incuded for these programs. 
Therefore, 

The CQontralof skillfd constj:Ctlion workers so thafidevelop as 

Bank S;udy has pointed out the need to control expa-nsionrraconshtiction activity trnninates. 
a large group of unemployed workers will notafnhe end cf eve- They estimated that an 0800 millionth 

ic,' '','ers in reconstructionana 
een o would producevthe no unemplo)ymentr .i,cJ,Compressing reconsirutJCtion 
requirinq into a shorter period,mcc skilled labor per year, would leavetion activiHi,.s J-:gin to decline. 

a surplus of workers as construc

programs Thusmere fmoney invesled inc,y wel,
o!ternafive oly dUFJicat the 

ncw full-tinie intiitional trainingcm .coach wouLd be 
hefforts of the activities described below.it) i"Ic Low c; to provide confincency funding Ansuch asHousin-I cjn, to Supperjion.4he.jo furaning 

that included 
asis, iffh, project specificri;cd ariscs. W,-rker trainin

on a 
1 g programssftcljcs incluce: now under way or in advcnced 

i. Don losco You'llCenterArmerican religious orders, - suppcrted by CARITASbegan training welders/and cirp"n t(s itr. May, 1973. plumbers, electricians,and Central 
tl1ee-monh In the masons courses. first yeor they have trained 090 people inThey will switch to longer term preparatory
in July, courses beginning1974. 

inbr2-0r I. . 
"pII 

1cm, National Training Institute (INA),'bovin q'Iree-Tnenth supported by ILO, begand IA-mb'"" courses to masons,- The y estimate welders, electrician-, 
over 

1,200 will b. trained during22 Wor!L.-Nrs 1974. Inl1n75, werc froinccj, 1973,a survey will be madu in Part wvith CaadoOF construction industry needs before programming 
developerit assistance. Foi

troinfing, 

conducted iii. Construction Chamber,emergency 15"day courses OAS and Ministry of Labor togetherem r.°cy---
in 1973, reaching about 600 persons. For 1974,j1 Given a total investment of (:2bill. ilreconstruct;onl which is low compred to 

latest estimates of total costs. 
Pr 

UNCLASSIFIED
 

http:on.4he.jo


UNCLASSIFIED
 

- 152-

TABLE VI
 

SKILLED LABOR
 

A. Actual 1973 7,433 

B. Trained du'ing 1973 1,112 

C. Total by end 1973 8,543 

D. Estimated irained 1974 3,088 

E. Total by end 1974 11,633 (+ 36%) 

F. Estimated frained 1975 4,063 

G. To':d by end 1975 15,696 (+35%) 

Source Line A and B: INCAE
 
Lines C-G: USAID
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In the early part of 1973, INFONAC was exploring the feasibility of establishing a guaranty fund to back up some percentage of loans to the
small enterprise sector that would be made through u program involving the commercial
banks. At ihc:t time INFC)N'AC was not conternplcting an extensive techni(cal

assistance eL.,:n,. Ilowever, that pro.-3ram nol carried out,
was INFONAC does
conduct a procrcm for n!dium -sized industry in which area the technical assistance 
constraint may not he so binding. 

Banco Popular and Banco Nacional are currently providing

less than adcqunte technical :issistance for their small enterprises programs. That
 
method of operating will produce less viable enterprises and high credit losses to

the institutions. 
 FUNDE alone appears to have an appreciation for the technical
assistance element required for successful operat icns in the small enterprises area.

This project will provide resources for substantially increasing technical assistance
 
to the participatirng institutions in 
lhe small enterprises crea. 

In the "bottleneck" assistcnce , ea Ihe credit fund will be
dealing with construction releted firms smaller rnd financially weaker than those
 
now receiving financ;ng uLn!r Ihv [31D construction p:ogram i1broLiqh the FED.

The analysis of candidales for assistance in the boilleneck area may show various
 
needs besidces credit, including assislance iii manoqement, marketing, cost estimating,accounting, elc. The f-ubborrower will pay for the required technical assistance.
 
The cost will br 
 included o part of the subloan. 

This constraint will be addiessed by requiring a high levelof technical assistance in boih the small ('nterpriscs financing and in the "bottleneck"

financing. The project conmitllee firmly believes thal 
success in both programs willbe dependent on on appropriote amount and quality of technical assistance. See
Ann6x ]6B for the proposed technical assislance program. 

C,. Demand Analy.si: for Small Enterprises Credit Prograrri: Analysis ofpotential cred i ald tdhe small eIrltriises funidi(as proven difficult for a
number of reasons. Data gathering and analysis by government and private sources 
was of course, seriously interrupted by the earthquake. 

Residents of Managua displaced by the quake have been scattered toall parts of the country. Hence, inlerviewing and survey data collection has proven
unfeasible except on a non-systematic basis. Further, a major constraint, perhaps, 
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is that the small enterprise sector in ManaguaContrast, was almost totally wiped out while, inmedium and large incustry sustained less than 10% damage to plant andassestf. 

First, 
We have, fherefore, approached the analvsis in the followingwe seek to develop a figiure manner.which reasonably reflects the replacernnt costto the small enterprise sector of assets destroyed in the quake,the Banco Nlocional itas been h 

A study prepared by,'lffu!1 Ki.establishhij 1hs estimate. 
Additional partial data on potential developmentrelated demand is provided based upon and reconstruction 

We have also reviewe.d the current 
growth and population characteristics.supply of credit available to the small enterprisesector.
 

We 
 have aiied to coriservatively evaluate these parlial data whichsuggest a largo insati) $:d demand for credil. Furherimore, wethat the true constraint on have conclu-fndthe development of small enterprises is not credit demandbut rather 1he capacil>, to deliver effecive technical assistance,is fully anlr,1ix:ed in AnL:16-%'iand This contracinta projected effrcc ive demand for credit plus
technical assisionce is d2,rmir,2d. 
 It is this effectivesupported by technical assistance which forms 
demand for credit fully

the basis of this element of the UrbanSector Reconstruction Loon. 

Demanid for resources and credit in the small enterprises sector is investigated under the following heads: 

(1) Replacement of damnao, 

(2) Growth of Demand 

(a) Reconstruction related 
(b)Development
 

These \viii be discussed in the above order.
 

s in Ran
placennof Dc. a:-: Ninety-five per cent of the small enter
prises in Managua were, lo t or seriously 'damaged in the DecemberAt the time of the quake, the 1972 earthquake.Banco Naclonal de Nicaragua (BNN) was financing 
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i ractlcblly 100% of small industry credit expended by the banking system and had2388 clients in Managua. 

The BNN headquarters in the city was severely damaged andsubstantial records on small business operations were lost. 

The BNNP' investigation (November 1973) of the small enterprises sector asinated that dumage resulting from the quake to clients
cty amounted in thetu V6.0 million c6rdobos (US$6.5 million). This appears to be the
only estimate of Zecior dmcimog 
 available.
 

The BNN's loans to these 
clients totalled 7.5 million cordobasabout half of which is a total loss to the BNN.
 

The estimated damage (46.0
in inventories and (,7.4 million in fixed c;ssets. 
million consisted of 38.6 million
(Certain other accounts may haveexisted in the sector including accounts ieceivable and accounts payable which to
some 
extent may have offset each other.) 

The darr;,:ge estimate is converted into a replacement estimate.We assume a five-year average age for the fixed assets. (They are probably much

older.)
 

(. 7.40 million fixed assets (5yearsold)
 
plus ¢1.04 million GDP deflator at 14%
 

( 8.44 million - replacement estimate at December 31, 1972
 
plus 1.01 million -1973 inflation at 12% * 

¢ 9.45 million 
plus .95 million - 1974 estrimated inflalion at 10% 

.10.40 million -replacement estimate for fixed assets 

Replacement value of inventories of 38.6 million is estimated: 

( 38.6 million value.at December 31, 1972 
• 12%, the nationwide rate, yields a conservative result. Inflation rate in Managua was 
about 30%UC 
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plus $ 4.6 million - 1973 Inflation 12% 

¢ 43.2 million 
plus ( 4.3 million  1974 cstimate inflation at 10% 

- 47 5 million r-placement esthmate for ilveniories 
plus Cs 10.4 million replacernent estimote for fixed ossets 

57.9 million total eslimacied replacement of dcrmcge in sector. 

(Itis possible that a portion of the damage estimate V16.0 millionhas been recovered from insurance. Ho%'eDer, no data is available and there is noway of knowing if the insurance paymen, will be irves',ed in a sin:l enterprise,) 

ii. Growth in Dornand- Roconstruction related:has evaluated the direct "he above discussion1 t 1iS Ii enterprise toestislirr t. In adclion,losses and dorers sustained by consumers and residents in the city reflected verysubstantial quortitles of itc ns 
 needed for housing and the operation of households.
Many of thcse iienLi (e.g. furniture, cooking utensils, cement products)
by small enteiprih.,-s before the earthquaK<. 
were produced


We believe that these enterprises willwant to expand tl-cir capacity to meet ihis new demand.
capacity to help replace 	

An estimate of this additional
lhe tuantities of goods lost by consumers and residents shouldbe addod to the direct replacument of damage calculated above. 

Aleng willh the danaco to small, medium and large industry andcominorclal propcrtios, approximatnly 53, 000 housing units were destroyed or damagedby the quake. Huc;e quaniti s of household related goods and articles were lost ordestroyed. These would include a wide variety of metal goods,utilities, as well as 	 wood products, plasticlarger pieces of furniture, ice boxes, refrigerators, cooking units,etc., The value in housing and household related goods lost or destroyed has been
estimated * at (_,65,000.000 cordobas (US$95,000.0,30). 
 A 	nominal portion of thisamount 
is probably counted in the damage estimate in the small entcrprise sector.
The huge loss of personal proaerlics and effects appears to point to a huge potentialdemand for products of small enlerprises well beyond what the replacement capacity 

* 	 12% the nationwide rate, yields a conservative result. Inflation rate in Managua
 
was about 30%.
 

* 
On the basis of a survey of 1.325 pre -quake residents who suffered losses in personalbelongings and household goods conducted by Federaci6n de Cooperativas de Ahorroy Ciedito de Nicaragua (FECANIC), published March 1974. It is interesting that 88%of those surveyed said they desired to reestablish their residence in Managua. 
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(158.0 million as defined above) can supply. 

This growth in demand for small enterprise is estimated as follows:Gross domestic product i;j NIcarogua for secondary and tertiary activities aggregated 14, 115 mill ion cordobus in 1972.
about During that 'year small enterprises contributed18% of thD product, as calculcted using BNN data.domestic product of Monagua Relative to the grosswe would estimateenterprise, a lower contribution from smallsay 15%', since there is a concentrationManagua. of larger firms ond product inTaking 15%,O of ('665, 000, 000 cordobas results in ( 92, 150,000 cordobas(US$14,250,0L0) growtli in demand for products of small enterprises. Accordingto BNN data four units of salcs are procluced by o.nsmall enterprise ;nvestnent 

unit of invcsfm-nt. Thus, newresources rrO.,ce.ary to mrref ithis estimate of the growthin Loemand would be aboul Q25, 00, 000 (US$3,520,000). 

This portion of the demand schedule for products of small enterprises reflects requirements resulting from the quake. However,ion of the city cver the rapid reconstructthe next two to three years and the anticipated growth ofpopulation up to 665,000 by the end of the decade suggest that a significant portionof this demand will become a permanent part of the market for products of small
enterprises.
 

iii Growth of D !mand- D.?veof the investm.nts clcu-cabove e'e ont : Whether substantial amountslikely to b-1committed or in place overthe next two to three years will depend,
sources. in large pait, on the availability of re-Some corroboration of the generol magnitude of resources
obtainable from a required is
forecast of the investment needed for the number of types ofsmall business units that would conform to the projected structure and size of thenew city. It is anticipated that the


665, 000 by the end of the 
new city will be rebuilt for a population of
1970;s over cn circa of about 80 square kilometers.Before the quake Managua's 400, 000 people were concentrated in about 33 squarekilometers. 

Present estimated population,400,000 prequal- 350,000, is expected to reach thelevel in about two years.in concentric arcs outside of the old city core 
The proposed structure of the new city 

centers could consist of several multi-polarincluding population clusters ranging from 75,000stations, - 250,000, markets,business establishments, busresidences, schools, etc., and small enterprises. 

The FED will instruct and encourage the participating institutionsto undertake special promotional efforts to support particular small enterprise activities 
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that will be ieeded to provide the necessary goods and services in the new populationcenters. Such small enterprises would include barber shops, clinics, dry cleaningshops, haidwarc, food, clothing, rcpc;r shops, etc. Annex 16C est~lates thenumber and types of new sinal! enterpries and the range of investment that will beneeded to "flesh "oul ( population center of 75, 000 people.of approximlely 75,00) teople, 
For a populalion center

smcAll business investment would range from $1,2million to ". million vi t figures

150,000/:,c~o>1, 

'ould be doubled for a pcpulation center of
Somen plknnrs enision 111e new
150,000 ,o ula;ian each v.hich would 

city with Ih:'ee polar centers ofr indicate an 
 invfreqte ivestl.ued rangingI
froi $7.2 million to $1 illion,i8 

iv. Additional Demand:
demand for snmll 

Another identifiable element of potentialbusiness resources appears to be additive to the magnitudes discussedabove. InFebruary, 1973, CABEI prepored a proposal for promoting a small businessexport opcra,ion as a contribution to Ihe rehabilitation of small industries. So,: Annex 
16D for flhv study. 

Briefly the study identified types of small industries that can cantribute parficulary to ihe improvement of Nicaragja's trade in he CACM. Thus,certain small industries would be rehabilitated so as to produce exportable productsas weil as products for the domestic market. 

The project contemplated two laore prefabricated buildings builton land provided by the GON resulting in a low level of overhead for the small enter -
prises. 

The prograrii idenlified the folloi rig industries, summarized: 

Total Units Total Loan Amount 

1. Food Products 24 CA$ 259,0002. Shoes nd clothing; 53 CA$ 15,0003. Furniture & Wood Prod. 22 CA$ 67,0004. Pc:pcr & Paper Pro. 5 CA$ 102,0005. Piinting and Books 14 CA$ 100,0006. RubLer Products 7 CA$ 57,0007. Leatker Products 12 CA$ 52C,000
S. Chemical Products 29 CA$ 129,0009. Metal Products 54 CA$ 333,000!0. Machinery CA$ 210,00011. Electrical Equipment 

19 

12. 
20 CA$ 262,000

Others 21 CA$ 126,000 
TOTAL - CA$ 2,020, 00 
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The CABEI proposal has not been implemented. The nature of 
the program would increase the amount of small business resources participating
in export operations cnd prcd ctir- for domestic use. This would bring new markets, 
diversification and additional resources to assist the rehabilitation of the sector. 

USAID has had discussions with the FED and intends to develop 
a special program for assisling small enterpries to enter the export market. A 
program involving about 200 to 300 small business could be identified in the acti
vities listed cbove. With tihe advent oF resources available under the new AID 
assisted credit prograrn, this would ojppear to bc the right tire to expand oppor.tunities 
for the small enterprise sector. 

Execution of an export oriented sub-program will require substantial 
technical assistance. A special effort in this area would increase the need for re
sources in the small enterprises sector. The CABEI study proposes credit totalling
$21,020, 000 to 280 small companies, c:verage loans of about $7,000. After 1-1/2 
years these estimate need to be raised probably at least 30% to credit requirements 
of about $2,626, 000 (118,382,000 Cordobas). 

An additiun to small enterprise credit demand is also identifiable 
in the transportation sector. The Consejo Nacional de Transporte, in a recently
prepared preliminary study of urban bus and taxi service requirements over the next 
five, years, indicates that substantial investment will be needed to (1) finance 
replacement of old buses and taxis and (2) to finance additional buses needed due 
to the deconcentraion and populalion growth in the city. Preliminary estimates 
show q96, 000, 000 needed to finance 377 new buses and 809 new taxis in the 
1975-76 period. ( See Annex 16-E).A part of the small enterprise program will be 
aimed at this sector. 

The demand schedule for small unterprises might well include a 
portion of the "loan shark" business in the market estimated at (U6.0 million for 
1974. 
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SUMMARY OF RESOURCES ANALYSIS OF SMALL ENTERPRISES 

Demand Estimates 

Replacement of Damage C$ 53.0 million 

Growth in DemandReconstruction Related C$ 25.0 millionDevelopment 
C$ 18.0 million 

Estimated Resources Demand C$101.0 million 

Supply 

Banco Nacional 1973 C$ 5.6 million*Banco Nacional 1974 C$ 5.6 million 

Banco Popular 1973-74 C$ 7°0 millionFU NDE 1973-74 C$ 3.0 -iillion
Estimz,1-ed Total Credit C$ 21.2 million 

Estimatc lCequity available from
insurance, r:lyments and rescued
propcrti, 


C$25.0 million 

C$46.2 million 

Shortfall 
C$54.8 million 

AID/FED Small Enterprises Credit Program C$32.4 million 
Additional Demand Balance C$22.4 million 

40% increase in BNN Small Business portfolio 
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D. Demand for Financing in Bottleneck Actvities Program 

A bottlcneck in construction services and supplies exists and will growmore serious as the reconstruction proceeds. Additional capacity undoubtedly will develop. Some of the new capacity is being provided bythe BID '"econstruction Loan through the FED. 
 But it is considered
impcrtant thrt this needed capacity not be generated ent irely within thebusiness groups vhich dorninat e the indesiry in Nicaragua and to grasp
the opportunity at the present time to assist smaller independent firms
to gain a foothold. 

The botrleneck-r project will attack this problem with a two-prongedstrategy. First, the process of procurement will be handled in such a wayas to encourcjm the participation of smaller firms,
program of proroion, and second, an action
crcdi- and technical assistance including the FEDand the participf(ting banks will be initiatcd to facilitale the entry intothe various construction service and supply ma-kets of effective competitive
entities. 

The first step will be an investigation of competitive conditions in selectedlines of construction services and supply conducted by
short-term consultanis, the FED assisted by
Estimates of requirements for additional capacitywill be developed building upon an updated industry study by INCAEnoaring compl(tion. nowThe investigation will recommend structuring in each
of the constructien areas 
tokinj, into account factors including needs forefficient cons!ruction activity, viability of proposed units,
assuring fair COMPstition, feasibility of
plans for lendincg from other souraes, general
economic condftiorns and such other criteria deemed appropriate by the FEDin consultation with the VMUP and INCAE. The FED will also survey existing
firms and identiFy areas and p3ssible firms for promoting expansion of capacity.
The technical a:sistance neeed by such firms will be supplemented and
c.ompleted by the participating banks. 

Structuring bid packages in such a fa5!!in asof smaller firms will be invc.stigated. 
to optimize the participation

This may in some casesthe size or structure of bid pacages, involve adjusting
in other cases attracting foreign competition and the local industry to undertake joint ventures with smaller firms. 
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In addtron, the terms and conditions of prime contracts mayencourage or require sub-contracting or joint-venturing designed tosupport the objectives of this activity. 

The geeral objective is to obtain reasonable pricing and equitablegrowth in the industry to help meet the large reconstruction demand thatwill be standing in line. 

The action program to promote expansion of existing smaller firms andentries of new Firms will be more ,ntensive than the small enterprises
operation. 

I. Special promotion will be undertaken by the FED andcoordinated with Technical Assistance from theparticipating banks. 
2. The amounts of individual operations are expected too'e substantially larger than the average undej thesmall enterprises project. 

3. There is a great time urgency in the constructionemergency project so that funds will be moved within24 months. 

4. Up to 80% financing by the FED. 
The amour-t of the construction bottleneck fund is difficult to defineprecisely. For six months,

directly from the Camara 
the Mission has attempted to obtain informationde la Construcci6n bjt r')t surprisingly,group, dominated by the large firms, this
 

the USAID Nva, 
hasio fused to cooperate. However,
able to obtain limited information from building permit
statistics, informal queries at the private commercial banks and other sourcesas to the structure of the industry. 

Construction Firms 
An analysis of construction industry awards based on permits issued tocontractors For 1971 and 1972 shows the following: 
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Construction Firms Amount 
0. B- C$ % 

Total Construction Awarded 
Construction Awarded-Large Firms 
Construction Awarded-Other Firms 
Average Construction Awarded-Large 

56 
6 (I) 

50 

100 
Ii 
89 

120, 914, 000 
76, 682, 000 
44, 232, 030 

100 
63 
37 

Firms 
Average Construction Awarded-Other 

12, 780, 000 

Firms 885,000 

(I) SOVIPE, AISA, Cardenal, CONTECSA, C. Molina (foreign,) EDIFICADORA° 

The relative. position of the share of thelmarket of large firms has notchanged subsrartially since the earthquake. A review of C$31, 405, 000 of 
C$80, 500, 000 in building permits issued by the Vice-Ministry of Urban
Planning from June to December, 1973, shows that the five large local firmsabove were awarded C$18' 211, 000 in new construction (58%). One otherfirm 	(Cuadra) was awarded C$6, 247, 000 in new const ruction (20%), leaving
C$7, 027, 000 (22%) for the balance of Ihe construction firms. 

Also tha top five firms picked off approximately C$17, 500, 000 in awards
undor the A. 1.D. Prograil Loan 028. 

There has also been an increase in the number of firms in the constructionindustry. Thc: total numbor of firms awarded construction contracts in 1971-1972 
was 56. This num!ber has increased to at least 80 firms. (I) However, of these
80 firms, 43 were awarded less than C$I00, 000 each in contracts over a four
month period, an indication of the small size of these firms. The Camara de
la Construcci6n has only 33 construction firm members, including the top 
five local firms. 

(I) 	 Review of firms issued construction awards for a four month period.
(Source: VMUP permit statistics.) 1971-1972 figure was probably on the
low side because of tighter permit controls impoDsed after the earthquake.
On the other hand, the 80 firms represent only 4 months permits issued
and would not doubt be substantially larger number if a two-year base 
period were to be used. 
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Informal inquirtes withthe private commercial banks indicate thatfinancing is not provided to the smaller firms. Total financing outstandingas of April 30.. 1974, with private commercial bank's own resources amountedto approximately C$13, 000, 000 to 13 firms. Thase firms are all large ormedium sized. Bank classification of small firms was made for only oneloan. LqA I D would classify this firm which was awarded C$2, 976, 000in construction contracts in 1971-1972 as medium sized. 

Financing of the construction firms under lhe IDB-FED program is alsogoing to the larger firms. Stratification of the 12 construction firm projectseither declared eligible for financing by the FED or its project inventoryis shown below. Only one of the twelve firms is considered srrall. 

Total Project C$ Range No. of Firms 

C$ - 0 - C$ 700,000 1 
C$ 700, 001 
C$1, 000, 001 
C$2, 000, 000 

- C$, 000, 000 
- C$2, 000, 000 
+ 

4 
5 
2 

Further analysis derived from an auditor's re port, shows what appearsto be the typical corpoFL;le organizalional structureindustry for the large firms: 
in the construction 

a group of entities grouped by a holding companywhich affords a vertical integrtion of the industry From productionto to supplyfinancing to land devlopment and ultimately construction. See Annex 16-F. 

Thus, the USAID ha3 strong indications that the large firms control amajor portion of the construction market. Also, expansion financing is notavailable to the smaller Fiins. Therefore, the thrust of the credit programwould be to direct needW credit and technical assistance to allow thesmaller consfrucion firms to participale. more equitably in the reconstructionwhile at the same time increasing needed capacity. 

Constructiion Mtaler is 

The construction industry capacity sectian of the CAP '(Annex 24)indicates that shortages can be expected for a number of construction materials including cement products, metal structures, iron bars, reinforcedsteel, wond, [lat glass and asbestos sheets, etc. This identified lack ofsufficient building materials will frustrate the efforts to expand capacityin the reconstr'ction effort. Therefore, this program will also concentrate 
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on financing additional construction materials capacity and expansion at
the smaller producer and supplier level. There appears to be a varietyof opportunity to assist the smaller firms in these areas to expand their 
outputs and contribution to the reconstruction. (Here again the Mission was stonewalled by the Cdmara de la Construcci6n in its effort to elicitdirect information about the construction materials industry. The
C6mara includes in its membership the leading 25 construction materials 
firms). 

The following table shows the numer of firms engaged in areas where
construction materials shortages are projected: 

CONSTRUCTION BOTTLENECK PROGRAM 

Construction Material Firms by Nunb,'r of Employees 

Type of Firm No. of Firms No. of Employees 

Cement Blocks and Bricks 5 0 - 5 
6 6- 15 
2 16- 25 
3 -Two large 25- 83 

firms with 
63 & 83 
employees 

Nails, Reinforcing Bars and
Zinc Sheets 16 0- 5 

7 6- 15 
8 Three large 25 - 86 

firms with 
55, 65 & 
86 employees 

Crushed Stone and Asbestos 
Cement 10 0- 5 

2 6- 15 
4 16- 25 
2 One large 25 - 56 

firm with 
56 employees 

(I) SOURCE: INSS (Social Security) listing, November, 1973 
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TYPeofFirm No. of Firms No. of Employees 
Steel Structures I 6, 

1 - Large Firm 108 
I - Large Firm 167 
I - Large Firm 606 

Glass 
I 0- 5 

6- 15 

There is an opportunity here to aid the smaller producers. FED consultantswill investigate the possibilities for assisting these smaller firms with creditand technical assistance to expand their capacities. (Some of the very smallfirms might be assisted by the institutions disbursing the small enterprises
fund). 

An illustrative list of the types of firms together with credit requirementswhich would b3 financed and supplied technical assistance under thisProgram is shown in Annex 16-G. 

Based on the USAID's preliminary findings it is believed that $1,203, 003can be sub-loaned Ihrough the construction bottleneck credit program.condition to disbursement for this division of the credit program, 
As a 

the USAIDwill require an investigation of additional capacity and competitive conditionsin selected lines of construction services and supplies to determine exactfinancing requirements. 

UNCLASSIFIED 
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E. Cost of the Small EnterpriseReconstructi on Credit Fund: 

Total cost of the credit project is estimated at US$6.4 million
provided for the following purposes:
 

Small Enterprises Credit and 
Technical Assistance US$ 5.2 million 

Bottleneck Activities Program 

including Technical Assistance US$ 1.2 million 

TOTAL COST US$ 6.4 million 

The A.I.D. Urban Sector Reconstruction Loan would finance C$3.2million of this cost and local sources would contribute counterpart of$3.2 million equivalent. 

The cost of the credit project has been evaluated from the viewpointof the demand situation and the technical assistance capacity of localinstitutions to effectively utilize the loan resources. The data indicatesthere is an unmer demand in the vicinity of approximately $8.0 millionfor resources in the small enterprises sector, reflecting the disaster to thesector cau:;ed by the quake as well as opportunities due to the expansionof the new Managua as well as for development. On the other hand, thetechnical assistance capacities of the local lending institutions have set alimit on how much credit can be prudently moved into the sector over the
next two to three years. 
 It is this anmount $5.2 million, set by the technicalassistance limitations, that we recommend for the small enterprises credit
 
program .
 

In the bottleneck activities area,
hensive, isspecific in terms 

the demand data while not compreof types of activities and shops and the amountof new capacity that can be added in certain critical areas. Th- FED willundertake an investigation in the construcilcn related areas in consultationwith the VMUP ond INCAE in order to define these bottlenecks areas moreprecisely. As above, the limits to this activity will be set by the technical 
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assistance that the FED can provide to support this activity. We estimatethat 15 to 30 accounts in selected bottleneck areas can be handled byavailable technical assistance to process loans to a maximum of $100, 000each. Thus, the estimated cost in the bottleneck area will approximate
C$1.2 millicn. 

Following isa table showing general parameters of the credit programs. 

(See Overleaf) 
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F. 	 SUMMARY: CREDIT PROGRAM, ELIGIBILITY, LOAN TERMS 

"M-	 EE RPRISES RECONST TOCT IED1TTOND T 

Banco Nacional Bonco Popular FUNDE 

Credit Program Amount $2.9 MM $0.50 MM $1.6 MM 
Interest Rate to Institution 2% 2% 2% 
Sub Borrower Eligibility 

Small Industry 	 Up to 60, 000 fixed 
assets 25, 000 25, 000 

Small 	Commerce 25, 000 15, 000 15, 000 

Sub Loan Terms 
Small Industry 

Maximum Amount 40, 000 5, 000 10, 000 
Term up to 10 yr. Up to 5 yr. Up to 5 yr0 
Interest Rate 10% 10% 10% 

Small Commerce 
Maximum Amount 15, 000 3,000 10, 000 
Term Up to 10 yr. Up to 5 yr. Up to 3 yr. 
Interest Rate 10/0 10% 10% 

No. of Enterprises Financed 790 270 480
 
No. of Employees (**) 3,000 450 1,400
 
Average Loan Size $3, 500 $1,500 $ 3, 000
 

CONSTRUCTION BOTTLENECK FUND 

Credit Program Amount $1,000, 000 
Interest Rate Spread to Institution 4% - 6% 
Sub Borrower Eligibility a) Contractor with less than US$200, 000 

per year in construction awards 
b) Construction material firms less than 

US$100, 000 in fixed assets 
Sub Loan Terms
 

Maximum Amount $100, 000
 
Term Up to 5 yr.
 
Interest Rate 9% - 12%
 

No. of Enterprises Financed 15 - 30
 
No. of Employees
 

* 	 Estimated on a 10% final interest rate and on a 2% cost to the institution. 
See comments in operation of the FED. 

** 	 Based on BNN survey fixed assets/employment ratio of US$900 
UNCLASSIFIED 
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Financial Plan 

The total ccst of the project is estimated at $6,400,000; 50'/o to be financedby A.I.D. and 50% to be financed by local counterpart. It is expected that thelocal count.erpart contribution will come from GON general budgetary support, the
Banco Cenla-il, FFI participation and borrower participation. 

The following is an overall budget for the project: 

LOCAL 
A.I.D. COUNTERPART 'TOTAL 

COMPONENT 
CONSTRUCTION FUND $ 600,000 $ 600,000 $1,200,000 

Technical Assistance 
Credit 
Administration 

SMALL ENTERPRISE FUND 

100,000 
500,000 

-
2,600,000 

40,000 
500, 000 
60,000 

2,600,000 

140,000 
1,000,000 

60,000 
5,200,000 

Technical Assistance 
Credit 
Administration 

2 0, 000 
2,340, 000 

-

100,000 
2,300,000 

200,000 

360,000 
4,640,000 

200,000 

TOTAL: $3,200,000 $3,200,000 $6,400,000 

The estimated costs of the program are based on the two-year theoretical technical assistance capacity build-up in the participaiirg institutions, (see Operntionof the Credit Fund) as this capacity represents the primary constraint to effectivelymove credit. It is anticipated that caxlcity levels will not be reached as soon as
planned; therefore the program will probably cover an approximate three-year pe
riod. 

Total amounts avoilable for the construction Bottleneck Credit Fund are$1,200,000 divided among technical assistance ($140,000), credit ($1,000,000), 
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and administration ($60, 000). Total funds programmed for the Small Enterprise 
Fund are $5,200, 000 broken down among technical assistance ($360,000), 
credit 	($4, 640, 000), and administration ($200, 000). Administration costs of 
$260, 000 refer specifically to those general and administrative costs at the 
FED level to plan, implement and supervise the program. Technical assist
ance costs are divided into three types: (I) at the FED level, $190, 000; 
(2)direct operating technical assistance at the PFI level, $140, 000; and 
(3) supporting technical assistance (training, equipment, consultants, etc.) 
again at the PFI level, $170,000. Funds are expected to be disbursed over 
a three-year period. 

Detailed financial plan for disbursement of the project funds and ten-year 
cash flow and financial statements wili be required as part of the PASP submission. 

G. 	 Institutional .notvj§s erations, implementation and disposition 

of the 	Small Enierprise Reconstruction Credit Fund. 

Please see Annex 16 Exhibits A and Bfor additional data on the credit 
fund classified under the following heads: 

EXHIBIT A 

I. 	 FED institutional analysis 
2. 	 PFI institutional analysis 

EXHIBIT B 

I. 	 Operation of the Credit Fund. 
2. 	 Operaling Unit of the FED. 
3. 	 Operating mechanism of the FED with the PFI's. 
4. 	 Technical Assistance Capacity to Mobilize Credit. 
5. 	 Implementation of the Small Enterprise 

Reconstruction Credit Fund. 
6. 	 Disposition of the Small Enterprises 

Reconstructon Credit Fund 
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SECTION VIII - LOAN ADMINISTRATION 

mplementaticn Plan 
Major execuri'on steps of the urban sector program
Loan Agreement, are described below. 
 Thetogether with its Annex and Basic Implementation Letter No. 1,

In addition, 
will state the cornditions which must be fulfilled by the Borrower prier to disbursement.the Loan Agreerint Annex will include the basic principles that willguide the Progr,-m as described earlier. USAID/Nicaragua will ensureditions precedent, that conthe covenants and conditions contained in the Loan Agreement
and Annex, anj !he procedulres required thereunder are
personnel will make being followed. 
 USAIDregular inspections of the program and will actively assist the
GON in assuring that the Program 
 is carried out on aance timely basis and in accordwith appro-ed documentauion and A.I.D. regulations.

2. p Implrolrn tation Dotes 

It is expecled that the A.I.D. Loan will be implemented in accordance withthe following schedule: 

Loan Authorized 

Loan Agreemnent Signed by June 30, 1974
 

: August 30, 
 1974Conditions Precedent to Initial Disbursement, 
First Disbu;sement Satisfied by September 30, 1974
of Funds for Program


Implementation Assistance : October, 1974Conditions Precedent to Disbursement
Funds for Other than 

for 
Proqram Implementation Assistance, Satisfied by : December 31,First Disbursement for Construction 1974 

Activilies 
: January, 1975

First Evaluation of the Program

Second Eva!ucjIion of the Program 

: Sept-November, 1975
 
: Sept-November, 
 1976Terminal Commitment Date : December, 1,76Final Evalualion of the Program : Sept-November,Terminal Disbursement Date 1977
 
: December 31, 
 1977 
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3. A.I.D. Financing Procedures 

In accordance with the purpose of this program the primary financing procedure to be utilized is the direct purchase of local currency with dollars and the
reimbursement of this local currency to the GON for authorized expenditures. Thedisbursement of program dollars (except for direct dollar procurement will be handled
by a Letter of Comnmitment to be established as and when the need is recognized)
will be tied basically to the properly documented cordoba expenditures as described 
below and currently being used for the A.I.D. Program Loan. 

4. Procedures For Linklinq Program Activitics with A.I.D. Funding 

The Immediate Action Program to be assisted by the A.I.D. Urban Sector

Loan will involv 
 the financing of a wide range of activities such as the construc
tion of roads and infrastructure, 
 the rebuilding of vital public facilities, the financ
ing of a small enterprise reconstruction credit fund, and the funding of various
planning and other support acti\ities for the Program. While some activities within
the Program will be financed rrminly by the GON or by the A.I.D. Loan, others
will also be financed jointly by GON and A.I.D. funds. However, in all cases,for administralve convenience, all A.I.D. disbumrements will be identified with
specific act';vities, the plans and implementation procedures for which will be re
viewed and accepted by the USAID prior to loan disbursements for the particular
activity. 

In accordance with procedures already being utilized for the current A.I.D.
Program Loan, the initial document in th;s linking procedure will be a ProposedActivity Summary Presentation (PASP) approved by the Ministry of Finance's Office
of Coordination and Implementation and presented to the USAID. The PASP foreach aciivity will be a short summary document that will include the following
information: (Exampies of a PASP are included as Annex "25" ). 

a. 	 Activity Description. 
b. 	 Explanation of how activity fits within overc!l urban 

sector prcgram. 
c. 	 Estimate of total activity costs. 
d. 	 Costs of individual activity elements. 
e. 	 Estimated Disbursement Schedule. 
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If the activity set forth in the PASP fulfills, to the satisfaction of A.I.D.,
 
the criteria established under the program, A.I.D. shall notify the Borrower by
 
Implementation Letter of its intention to disburse.
 

In order to receive disbursements in reimbursement for GON expenditures, 
which must have covered a period of one calendar month or more, the GON will 
submit a Local Currency Funds Disbursement Request (LCFDR). Along with the 
LCFDR, the GON through its Office of Coordination and Implementation, will 
present an Activity Progress Report (APR) to the USAID. The APR describes progress
to-date, defines problems impending progress (if any), and indicates tbtal funds 
received and expended on the activity and amounts pending. The overall activity 
budget, if necessary, can also be updated through the APR to provide a current 
picture of the entire estimated activity cost. When accepted by the Mission, the 
LCFDR and its attached APR become the authority for the reimbursement of A.I.D. 
Loan funds for Program expenditures.(Examples of ILCFDR's and APR's are attached 
as Annex "26" ). The above procedure continues until all funds are disbursed at which 
time a final activity report is prepared and presented to the USAID. 

5. Procurement Proccdures 

With respect to those activities with which A.I.D. Loan disbursements are to
 
be identified,. we wi!l expect that the GON will adhere 
to the type of procedures 
outlined in tho various A .1 .D. Guidolines, as is being done under the current A.I.D. 
Program Loan. In this way, we can identify our funds with well-implemented, 
reasonably pr;ced activities. 

We will, however, permit the GON to depart from these Guidelines where 
requirements of the Program require greater flexibility. As mentioned earlier, the 
most rapid implementation of individual Program activities will be important if the 
Program is to have its maximum imptct on the reconstruction and urban development
problems of Manaogu. Because of this, and since most loan funds will be used for 
local currency disLursemcnis, standard small business notifications will not be required. 
In addition, in order to moili-e Prorarnm Support Funds as quickly as possible to prepare
for later stages of activily implementation, formal advertising will not be required for 
procurement of consultinpc services undnr a value of S100,000. Also if the USAID 
concurs, formal comprtitive bidding for any contemplated procurement of goods and/or
construction services under $100,000 may be dispensed with. For larger procure
ments, AID/W concurrence will be required. 
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6. Monitoring Procedures 

The basic Mission monitoring tools for the Loan will be the GON's Immediate
Action Program, the Time-Phased Implementation Plan and PASPs and APRs forindividual Program Activities. Through these, the USAID is capable of initially

suring the most appropriate activity selection and proper vi']kcation of funds and


monitoring of tLe actual use of funds.
 

In dealing with the GON, a major thrust of USAID monitoring activities willbe to keep resporsib lity for planning within the Vice-Ministry of Urban Planningand direct coordination and ndministration of the Program in the Ministry of Finance's 
Office of Coordination and Implementatlion. Once the Immediate Action Program
and Time-Phased Implementation 
 Plan have been completed, day to day supervision

of the activities linked to A.I.D. disbursements will be carried out by the Office
of Coordination and Implementation of the Ministry of Finance, 
 which will review
and approve each activity proposed by an executing agency for financing prior to

preparation of the PASP. 
 This review process is designed to assure technical soundness
including adequate engineering plans and specifications where required as well asconformance with the terms of the A.I.D. Loan Agreement and Implementation

Letters. The Coordination and Implementation Office will provide funds to Executing Agencies to engage consultants to prepare adequate plans and provide other

engineering services. This 
Office will also review and approve all PASPs andAPRs prepared by the Executing Agencies and supporting vouchers submitted there
with for compliance with the A.I.D. 
Loan Agreement and Implementation Letters.

However, voucheis will be permcnently kept in each Executing Agencies' files and
tha APR will be the formal request for reimbursement. Certification of the APR bythe Ministry of Finance's Office of Coordination and Implementation will constitute
evidence satisfactory to A.I.D.-- subject only to post audit--of the validity of the 
material certified. 

7. Annual Evaluation of te Program 

A joint review and evaluation of the Program by both A.I.D. and the Borrowerto determine the adequacy of progress in the GON's Immediate Action Program willbe held at least annually, during the period September to November to coincide withthe time when the draft GON budget is being prepared, or at such interim times as 
may be agreeable to both parties. 
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The review and evaluation committee will consist of the /ollowing: 
Representing GON: Minister of Finance or his designee.

Director of the Office of Coordination and 
Implementation.

Director of the Budget.
 
Vice-Minister of Urban Planning.

Appropriate Technical Advisors.

Such other members as designated by the GON.
 

Representing USAID: USAID Director or his designee.
 
Capital Resources Development Officer.
Housing and Urban Development Officer.
 
Engineering Officer.
 
Mission Economist.
 
Technical Advisors according to need.
In addition, 
 the USAID expects that a prominent urban planner familiar withthe Managua Reconstruction situation, such as Dr. John Dyckman,official will also be invited to cttcnd each annual review of the Program so as 

and a senior AID,/W
provide assistance to the GON and the USAID in evaluating overall progress of 

to
theImmediate Action Reconstruction Program. 

Approximately one month prior to each review, 
 the Director of the Ministry
of Finance's Office of Coordination and Implementation and the Vice-Minister of
Urban Planning will jointly develop an agenda listing the activities to be reviewed,
establish guidelines for assembling data and supporting documentation and make a
checklist to assist the review committee in assessing progress during the period under
review.
 

The major purpose of the periodic reviews is to determine if sufficient and satis
factory progress has taken place during the preceeding budget period so that activitiesscheduled for implementation subsequent to such review may be authorized.same time, At thethe Program analysis and strategy will be reviewed to determine if theProgram should be adjusted and the Time-Phased Implementationto correspond with the GON's forthcoming budget period. 

Plan will be updated 
The agenda shall alsoinclude a specific evaluation of.1he timeliness of GON and A.I.D. financial inputs. 
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Evalustion Plan:
 
A detailed evaluation plan for
tion Sector Loan and 
the GON's 

the AID Urban Reconstruc-
Immediate Action Reconstruction

Program will be developed jointly by the GON and AID 

of the development of
Program. as part


It is expected 
the 

that 
Immediate Action Reconstruction
prepared by the GON's this evaluation plan will be
tion with the 

urban planning consultants in
USAID. 
 It is expected coordinafollowing general 
 that indicators in
areas 
will be developed the
evaluation as
structure a part of the
for the program.
 

Extent of recovery from the earthquake
by the 
1) 
number of public facilities as measured
disrupted by the 
earthquake that have been rebuilt 


and services destroyed
or normalized during the 
or
 

expanded
Immediate Action Reconstruction
Program.
 

2) Extent to
into which Managua's urban growth has been tilted
 
a permsnently deconcentrated 


pattern as 
measured by indicators 
such 
as:
 

a) Number of 
new kilometers in 
use 
for Managua's
urban development (Managua's pre-quake 
area
 covered 33 square kilometers with
eventually expanding this 
a goal of
 

area 
to 80 square
kilometers).
 
b) Lower average densities fTian
(reduction from 12,000 

Managua pre-quake

to 13,000 per square
kilometer 
 to 8,000 
to 10,000 per square


kilometer).
 
c) The extent to 
which a new multi-centered 


city
has been established by measuring public and
private investments in 
the periphery of Managua.
3) Extent 
to which redevelopment
trated and densely Populated downtown 
of the highly 
concenarea 
of Managua has been
 

prevented and adequate planning established for the eventual
redevelopment 
of the area.
 
4) Extent 
to which the AID loan and
Reconstruction 


Immediate Action
Program have provided 
new opportunities
anaguas lower socio-economic for
the periphery 
 groups through the

new employment opportunities, creation in
access
facilities and services, addtional urbanized lots in low in

to public
 
come residentialgareasocredit 


for small enterprises, 
etc.
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5) Extent 
to which AID Urban Reconstruction Loan and
the AID Grant Project for Program Management and
tion Implementahave strengthened the GON's institutional capabilities
for planning and implementing the long-range reconstruction
 
effort.
 

8. Loan Monitoring
 

for 
Planning, coordination and implementation responsibilities
the Program will be under 
the control of
of Urban the Vice-Ministry
Planning and the Ministry of Finance's Office of
Coordinaticn and Implementation.


Program will be handled by the 
Mission monitoring of
USAID's Capital Resources 

the
 
Development Office, Housing and Urban Development Division,
and the Offices of Engineering and 
the Controller.
the past year, each of During
these offices has
staffs to received additional
handle expanded reconstruction and development
activities and 

has 

a new Housing and Urban Development Division
been established. 
 In addition, 
to
port the most effectively suprapid implementation of 
this Loan, 
the Mission has
available a Contract and Procurement Advisor and 
a Legal
Advisor that have assured that bid documents and
are contracts
rapidly reviewed and most appropriately structured for
individual reconstruction activities.
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF THEFOREIGN ASSISTANCE ACT OF 1961, ASAMENDED 

I CERTIFY to the Administrator of the Agency forInternatlonal Development that, 
 to the best of my knowledge
and beiief, Nicaragua possesses both the financial capability and human resources 
to maintain and utilize effectivelythe project to be undertaken pursuant to the terms of theA.I.D. Loan proposed in this paper for the Urban Reconstruction Sector Program for the city of Managua between the
Government of Nicaragua and the United 
States of America.
It should be noted that provision is being made under theLoan for significant technical assistance pursuant to theImplementation Assistance portion of the program. 
 I have also
taken into account the maintenance and utilization of projectsin Nicaragua previously financed or assisted by the UnitedStates, the capability of the institutions of Nicaragua, andthe activities under this Loan are closely interrelated. 

Robert E. u bertson 
Director 

USAID Mission to Nicaraqua 
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CtECKLIST OF STATUTORY CRITERIA
 

(Alliance for Progress)
 
In 
the right-hand margin,priate, 
a summary of 

for each item, write 
answer
the sectIoi1(s) required discussion. or, as approof the As necessary, reference
identified and available 

Capital Assistance 
Paper, or
discussed. document, in 

other clearlyThis whichform may be made a part 
the mater is furtherPaper. of 
the Capital Assistance
 

The following abbreviations 

are 
used:
FAA -
Foreign Assistance 
Act of 
1961, 
as amended.
 

FAA, 1973 
-
 Foreign Assistance Act
App. of 1973.
-
 Foreign Assistance and Related Programs Appropriation 

Act,
MMA - Merchant Marine Act 

1.974
 
of 1936, 
as amended.
 

BASIC AUT1ORITY 
I 7f4 A 5 #% ' e 

106: 0 Z07. Ts loan being made 

a, 
luOp~tlan 

for 
t 

azn, rutur,e, ru,aZ drve Z..
()17
n~*.'t.O>H 
01)if ty ki' (ol;a. No(.:' 

b. for Population planning or health; b. No 

c. for education., Public adminiv-
tration., 
 or human c. Noresources development; 

d. to solve econoric and social
devolopme,t d. Yes,
nr'obiems iin with the exception oftrainsporitatij fielda such as 
development, power, industru, Export Developmenturbanand export deveZopment; 
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e. 
 in support of the general 
 e. No
 
economy of the recipient 
country or for development
 
prograns conducted by private
 
or international organiza
tions,
 

COUNTRY PERFORMANCE 

Progress Towards Country Goals
 

2. FAA § 208; 9.251(b).
 

A. Describe extent to which
 
country is:
 

CZ) Making appropriate efforts() The GON has been making such efforts.to increase food production In CY 197 3 the area for basiccrops fiand improve means for food nanced by the BNN was 16 4% largerthanstorage and distribution, 
 for 1972. The number of clients forbasic 
food crops loans increased by 242%,,. Plan
ning is underway for the location, design
and construction of produce marketing
facilities for The city of Managua.

(2) Creating a favorable. cli- (2) The GON has created a favorable climate
mate for foreign and domestic for foreign and domestic private enterprise' 
private on rpr'se and and development. The private sector en
inveatent. couraged by the government has made amajor contribution to reconstruction efforts: 

This Loan will provide infrastructure de
signed to promote and support additional 
opportunities for private investors, as well as 
providing a private sector credit fund to 
facilitate investment. 
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(3) Increasing the public's
role in the developmental 
process. 

(4) (a) Allocating available 
budgetar resources to 
deveZopment. 

(b) Diverting nuch 
resources for unnecessary 
military expendi ture (See
also Item No. 20) and 
intervention in affairs 
of other free and 
independent nations.)
(See also Item No. 11) 

(5) Making economic, social, 
and politica reforms such as 
tax collection improvements 
and changcs in land tenure 
arrangements, and making 
pr o g r on to wand re npoc t f o r 
the u /(! of .o, ] dom of 

OX.?-s,?*,,n ! .'J" the 
and ron: the iortane 
of indiv-dual freedom, 
initiative, and prvvate 
enterprise.
 

(3)The public's role in the development proc
ess in Nicaragua has been quite significant.
This role will be increased under the present 
loan by the construction of public markets, 
and facilities for the establishment of small 
industries. 

(4 )Approximately 67% of 	the 1974 budget of
(a) the Central Government will go for devel

opment purposes.
 

(b) 	 There appears to be no unnecessary 
diversion of resources for military 
purposes. 

(5)Nicaragua 	has initiated various social 
reforms. After the earthquake several
temporaiy taxes were imposed to raise funds 
for reconstruction. Consideration is pre
sently being given to continuing those, or s i ml a e as ure nto ra ise t h o r 
srmilarmeasures, to raseb thea dditional 
revenue on a permanent basis. Individual 
freedoms are generally respected in Ni
caragua. 

(6) 	Adhering to the principles(6) The 	GON isadhering to those principles.
of 	the Act of Bogota and. 
Charter of Punta dcl Este. 

UNCLASSIFIED 
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(7) Attenpting t:o repatriate
capital (7) By fostering political stability andinvested in other helping to increase opportunities forcountries by its own citizens, private investment, the GON is encouraging citizens to repatriate capitalinvested in other countries. 
(8) Otherwise responding tothe (8) The large participation of the Governvital economic, political, 
 ment of Nicaraguaand social in this programconcerns isof its evidence thereof.people, and demonstrating 


clear determination 
a
 

to takeeffective self-help measures.
 

B. Are above factors taken into B. Yes.account in the furnishing of the
subject assistance?
 

Treatment of U.S. Citizens biZ Recipient €ountr
 

3. FAA , 620(c). If assistance is 3. Noto government, is the governmentliable as debtor or unconditional 
guarantor on any debt to a U.S. 
citizen 
for goods 
or services
furnished or 
ordered where 
(a)such
citizen has exhausted available

legal remedies 
and (b) debt isnot denied or contested by such 
government?
 

4. FAA 9G20(e)(Z) If assistance 
 4. Nois to a government, has it(including government agenciesor subdivision 
7 s) taken any

action which ha.- the o(fect of
nationalizing, e.xropriating,
or otherwise sci;1 .ng ownership
or control of propert', of U.S.citizens or entitics beneficially
owned by them without takingsteps to discharge its obligationstoward such citizens or entities? 

UNCLASSIFIED
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6.5. FAA P 2 0(o); Fi hcr n ' 8 5. NotAppicaE.e. 

Protective Act. 01-5. If countryhas seized, or imposed any penalty
or sanction against, any U.S.
fishing vessel on account of itsfishing activities in international
 
waters,
 

a. has any deduction required by a. Not ApplicableFishermen's Protective Act been 
made? 

b. ha cnmpZe*P deniaZ of' b. NotApplicableassistance been considered byA.I.D. Administrator? 

Relations with U.S. Government and
Other ations 

6. FAA 0 620(q). Does recipient 6. Nocountry furnish assistance to
 
or fail
Cuba to take appro

priate steps to prevent ships
or aircraft under its flagfrom carrying cargoes to or 
from Cuba?
 

UNCLASSIFIED
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7. 	FAA 0 620(b). If assistance 7. Yes. 
is to a government, has the
 
Secretary of State determined
 
that it is not controlled by

the international Communist
 
movement?
 

8. 	 FAA 0 620(d). If assistance is 8. Assistance is not for afor 	any productive enterprise

which will compete in the United 
States with 
United States enter
prise, is 
there an agreement by

the recipient country to prevent

export to 
the 	United States of
 
more 	 than 20% of the enterprise's
annual production during the life
 
of the loan? 

9. 	 FAA 620(P). Is recipient country 9. No
 
a Communist country?
 

10. 	 1.AA 0 620(i). ls recipient country 10. No
in any way involved in (a) subver
nion of, or 
military aggression
against, the United States or anycountry receiving U.S. assistance,
 
or (b) the planning of such 
sub
version or aggression?
 

Z Z. 	 FAA N 620(). Has the country 11. No

permitted, or failed to 
take
 
adequate measures 
to prevent,

the damage or destruction, by

mob action, 
of U.S. property?
 

UNCLASSIFIED 
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Z2. AA_ § 620( ). If the country

has faiZed to institute the 
investment guaranty program
for the specific risks of
expropriation, in convert
ibility or confiscation, hasthe A.I.D. administrationwithin
the past year considered denyingassistance to such government
for this reason? 

12. The Investment Guarantee 
Program is operatina in Nica
ragua 

Z. FAA 9 6 2 0(n). Does recipient 13. No 
country furnish goods 
to North

Viet-Nam or permit ships or
aircraft under its flag to 
carry cargoes to or from North
Vie t-'Nani? 

Z4. FAA § 6 2 0 (y). Is the government 14. Noof the recipient country indefault on interest or principal
of any A.I.D. loan to the 
country?
 

Z5. FAA - 620(t,. Has the country
severed diplomatic 

15. Nicaragua has not severedrelations Diplomatic Relbtions with thewith the United States? If so, United States.have they been resuined and
have new bilateral assistance 
agreements been negotiated andentered into since such resumption? 

Z6. FAA L 6 2 0(u). What is the pay- 16. The U.N. Quota for 1974 hasment stat-us of the country's U.N.
obligations? been paid. The quota forIf the country isin arrears, were is unpaid, and payments willsuch arrearages begin to be made in 1975.taken into acccunt by the A.I.D.Administr.ator in determining5 thecurrent A.I.D. Operational Year 
Budget?
 

UNCLASSIFIED 

1973 
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FAA 9 481. Has the government of 17. No
 
recipient country failed to take
 
adequate steps to prevent narcotic
 
drugs and other controlled sub
stances (as defined by the Compre
hensive Drug Abuse Prevention and
 
Control Act of 1970) produced or
 
processed, in whole or in part, in
 
such 	country, or transported
 
through such countri, from being
 
sold illegally within the juris
diction of such country to U.S.
 
Government personnel or their
 
dependents, or from entering the
 
U.S. 	 unlawfvlly? 

8AAA 	1973 § 29. If (a) military 18. There is no such facility in 
base 	is located in recipient Nicaragua.
 
country, and was constructed or
 
is being maintained or operated
 
with funda furnic -1-y U.S., and 

(b) U.S. personnel carry out
 
military operations from such
 
base, has the President deter
mined that the government of
 
recipient country has authorized
 
regular access to U.S. corres
pondents to such base?
 

Military rxpenditures 

19. 	 FAA 9 620(s). What percentage of 19. Of the country Budget for 1974,
country bdgrct is for military approximately 6% goes for military
expenditures? How much of foreign expenditures. No sophisticated
exchange 2rCSour'CCs Spent Onl lili- weapons systems have been pur-,
tary 	 equipc;,zt? How much spent for chased. In CY-1973 only S150,000
the purchase of sophisticated
 
weapons systems? (Consideration 
 fn foreign exchange was spent on 
of these points .is to 
be coor-	 MAP purchases. 
dinated with the Bureau for 
Program and Policy Coordination,
 
Regional Coordinators and Military

Assistance Staff (PPC/RC).) 

UNCLASSIFIED 
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CONDITIONS OF THE LOAN 

General Soundness 

20. 	 FAA -9 20Z (d). Information and 
conclusion on reasonableness 
and legality (under laws 	of 
country and the United States)
of lending and relending terms 
of the loan. 

2t, 	 FAA 9 251(b) (2);- 2 5Z(e). 

Information and conclusion on 
activity's economic andtechnical soundness. If loan 
is not made pursuant to a 
multilateral plan, and the 
amount of 	the loan exceeds 
$1O0,000, has country submittedt .D. ..	 :,"cat-Z for 
such 	 funds together with 
assurances to indicate that 
funds will be used in an econom
ically and technically sound 
manner? 

2:P. 	 FAA § 25(b). Information and 

conclusion on 
 capacity of the 
country to repay the loan, 
including reasonableness of 
repayment prospects. 

2$. 	 FAA F 25Z(b). Information and 
concZu ion onz avai abElity of 
financing from other free-world 
sources, ,including private 
sources within the United States. 

20. 	 Lending and relending terms are legal
and are considered reasonable. 

21. 	 The activity is judged to be economi
cally and technically sound. An application from the host government 

hsbe eevdhasbeenreceived. 

22. 	 Nicaragua has the capacity to repay
the'ltban. Prospects of repayment are 
good. 

23. 	 Other development donors are partici
paling in various phases of the recon
struction project. Because of the nature 
of the project and the magnitude of the 
capital required, financing is not avail

able from private sources within the 
United States on the required terms. 

UNCLASSIFIED
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24 	 PA F 6Z1(a)(Z). Prior to 

signing of loan will 
there be
 
(a) engineering, financial, 
and other plans necessary to 
crry out the assistance and
 
(b) a reasonably firm estimate
 
of the cost to the United States
 
of the assistance?
 

25. 	 FAA .Gl6(a)(2). If further 

legislative action is required

.within recipient country, what 
is basis for reasonable expec
tation that 
such action will be
 
completed in time 
to permit

orderly accomplishment of
 
purpose of loan? 

26'. 	 FAA 9 6Z(O). If loan is for 
Capital Assistance, and all 
U.S. 	 assistance to project now 
exceeds $1 million, has Mission 
Director certified the country's
capability effectiveC1?/ to
maintaln and utili.e the project? 

Loan's Relationship to Achievement 
of Country ad ajional Goals 

9,27. 	 FAA 207; 25Z(a) P. 713. 

Extent torwia t ae 

on: (a) encoura ing develop-
ment of democratic, economic,political, and social institutions;(b) self-help in meeting the 

country's food needs; (c) im
proving availability of 
trained
 
manpower in the country; 
(d) programs designed to 
meet
 
the country's health naeds; 

24. Yes 

25. NotApplicable 

26. Yes. 

27. The loan iunds will finance needed 

transportation and communicationssystems required for the new decentralzedctyofManagua. In addition, 

several public markets will be constructed to improve food distribution. 

UNCLASSIFIED
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(e) other importanteconomic, arcas ofPolitical,
daveZopment, and social

including industry;free labor zlnions, cooperatives,
and VolZuntaryu AgenciOs;
Portation and 

trans
communication;
planning and public administration;
urban development,

zation of 
and moderni.

existing laws;(f) integrating or 
womenrecipient into thecountry's national
 

economy.
 

28. 
 FAA d 209. Is project susceptibZe 28. The Project is local by nature.of execution 

project? 

as part of regional

If so 
why is project not
so executed?
 

29. FAA 0125( "(3).Informationconcluosion and 29.on activityIs The Project is a part of the Managuaship to, and consisthnrcy withort reconstrctiother deve.Zoprlczt activities, 
program which is theits contribution and p mnt

to hghestprortydevelopmentactivityrealizable 
in Nicaragua.Zong-range objectives. It will result in a newurban area designed so that the cisas

terous effects of the recent earthquake 

30. FAA 
will not be repeated.

"51(b)(7). 
Inforr;ationconclusion and on 30.bWhether or The Loan is designed to fosternot the self

ylto b e f i n an ced wi 
sustaining business activity in the 

a c t ivi tcontribute to Ma n ag uleathe achievement ofself-sustaining Managuaarea
growth. 

*Z.FAA 209; 8 ""b)-
InfAA ?onclusion
Irnfo'rn--a-io aad cl Cusion 31.whether assistance will 

This is a local project by its nature.encourage regional developmentprograms, and contributeeconomic to theand Political integrationof Latin America. 

UNCLASSIFIED
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32. FAA § 25Z(g); § t11. Infor- 32. The loan is to reconstruct a citymation and conclusion on use of destroyed by an earthquake, andloan to assist in promoting the 
 thus aid to the cooperative move
cooperative movement in Latin mentis t thecooperatve d.
America. ment is not directly involved. 

3r3. FAA § 252 (h). Information 33. The activity is consistent therewith. 
and conclusion on whether the
 
activity is consistent with the
 
findings and recommendations of the
 
Inter-American Committee for the
 
Alliance for Progress in its
 
annual review of national develop
ment activities. 

34. FAA 9 281(a). Describe extent to 34. The loan will finance the basicwhich the loan will contribute to infrastructure of the new decentralthe objective of assuring maximum ized Managua. Participation in thisparticipation in the task of econo- and subsequent reconstruction plans
mic development on the part of the

people of the 
country, through the will be encouraged on the part ofencouragement of democratic, various governmental and privateprivate, and local governmental institutions."institutions. 

35. FAA § 281(b). Describe extent to 35. The reconstruction of the capitalwhich program recognizes the city of Managua is of highest priorityparticular needs, desires, and in the country's devefQpmnt plan.capacities of the people of the As the new city takes form, it iscountry; utilizes the country's anticipated that local institutional
intellectual resources to 
encourage institutional devel- development, partially supported byopment; and supports civic other A.I.D. projects, will have aeducation and training in skills concomitant develop-mcnt.
required for effective partici
pation in governmental and
 
political 
 processes essential to
 
se lf-governmen t.
 

UNCLASSIFIED 
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36. FAA 9 60Z (a). Information and3'on cluin Iether 36. conc loan wiZZ 

The loan will help to increase theencourage5j0 effortss wh et e o n w jof the country opportunities of the small businessrnicaauoto: (a) increase the flow esalisinternational of
trade; man in Nicaragua to reestablish(b) fosterprivate initiative und competition; 

after the terrific loss suffered in(c) encourage dve the earthquake.
lopment and useof cooperatives, 
credit 
unions,
and savings and loan associations;(d) discourage monopolisticpractices; (e) improveefficiency technical
of industry, agriculture,


and commerce; 
and (f)free strengthenlabor unions. 

37. FAA 9G9 If assistance isnewly -independent 
for 37. Nicaragua is not a newly indecountry; is 
it pendent country.
furnished through multilateral
organizations 
or plans to 
the
maximum extent appropriate?
 

Loan'sEfect 
on U.S. and AI.D.

Pro 2am
 
38 


and' conclusion Z02. Information 38.on Possible effects Procurement under the Loan willof loan onreference to 
U.S. economy, with 

be open to U.S. firms. It is hopedspecialarea3 of substantiallabor surplus, and extent they willto hichadvantage parthcipte, gving anU.S. cofllodjties 
and assistance to the U.S. balance ofarefurnished in payments.a raunner consistentwith improving th& U.S. balance ofpayments position. 

3P. FAA - 2 5 2 (a). Total amount of money 39. Virtually all of the loan funds willunder Zloan-wjichprivate enterprisC,to is going directlyis goingintermcdiate credit institutions 
to be used for procurement from theprivate sector. The Private Sectororother borrowers for 

Credit Fund will provide credit toentcrprise, is usebeing usedby privateto financeimports from private sources, 
the private business community inorotherwise being is Managua.used to financeprocurements 
from private sources.
 

UNCLASSIFIED
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40. FAA . 607(b). Information and 40. U.S. firms will participate in theconclusion on how the loan will program by providing goods and encourage U.S. private trade and services purchased with loan funds.investment abroad and how it will A good numberof the productsencourage private U.S. participation 
 A gooinbe f thearductsin foreign assistance programs available in Nicaragua come(including use of private trade 	
from 

theU.S. andit can be assumed thatchannels and the services of U.S. this trade will increase as smallprivate enterprise), business are able to reestablish in 
Managua. 

4Z. 	 FAA 9 601(d). If a capital 41. Yesproject, are engineering and 
professional services of U.S.
 
firms and their affiliates used 
to the maximum 2xtent consistent 
with the national interest? 

42. 	 LAA ? 0.I'mca tzon atnd 42. Yes, they will.conclusion whether U.S. small 
business will participate 
equitably in the furnishing of 
goods and services financed by
the loan. 

"43. 	 FAA 9 620(h). Will the loan 43. No 
promote or assis': the foreign
aid projects or activities of 
the Communist-Bloc countries? 

44. FAA 9 G2. If Technical 
Assistance is financed by the 
loan, information and concZusion 
whether such assistance will be 
furnished to the fullest extent
practicable an goods and profes
sional and other services from 

44. All loan financed procurement is 
anticipated to be from the private 
sector. 

private enterprise on 
asis. If the facilities 

a contract 
of other 

Federal agencies will be utilized, 
information and conclusion on 

I IMiII A CC Icr 
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whether they 
are Particularly
Suitable 
are 
not competitive 
with
private enterprise, and canmade available without undue 
be 

interference 
with domestic programs. 

Loan's Com.7iance 

witz 
S Ccific45. ReFA irementsZn0tas-4P 

4--------1
FA ( ) 
 i 8(c).
recipiejt Has thecou,try 45. Yesprovidedassurances that it Will provideat leact 25% ofthe program, the costs ofproject,vity or actiwith respect to whichLoan theis to be made? 

46. FAA 7ZZ2 Will loan beto used 46. Nofinance police training
related orprogram in recipient
country? 

47. FAA 9 Z14. Will loan be used to 47. No
 
pa1yor tof r prfrt;a,.nce of abortions
motivate or coerce persons
to practice abortions?
 

48. A 20Z(d) I's interestof loan rate 48._-ateast Yes2% per annumduring grace period and at 
 least
3% per annum thereafter? 

4g FAA 604 (a).
procurement Wi'7 a.l commodity

financed under 49. Yes. Procurement will be restrictedthe 
loan be from the 

to Nicaragua and Geographic Codeexcept United Statesas otherwise 941 countries. 
determinedby the President? 

50. FAA 604(b).
made What provision isto 50. The Loan Agreementprevent financing commodity will not allowprocurement in bulk such procurementat prices hiqherthan adjusted U.S. market price? 

UNCLASSIFIED
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5Z. FAA P 60(d). If ,hc coop- 51. Yes 
erating country discriminates 
against U.S. marine insurance 
companies, will loan agreement 
require that marine insurance 
be placed in the United States 
on commodities financed by
loan? 

the 

52. 	 FAA § 604(e). If offshore procure- 52. Not Applicable as there will be 
ment of agricultural commodity or no such procurement.
product is to be financed, is there 
provision against such procurement 
when the domestic price of such 
commodity is less than parity? 

53. 	 FAA 9 604(f). If loan finances a 53. Not Applicable.
commodity import program, will 
arrangements be made for supplier
certification to A.I.D. and A.I.D. 
approval of commodity as eligible 
and suitable? 

54. 	 FAA ui608(a). Information on 54. The Loan Agreement will contain 
me~auies to he takan to uti lize the standard clause on use of such 
U.S. ova rnmont vxvro.,:a personal property. 
property in liiu of the procurement 
of new items. 

55. 	 FAA -3611(b); Irvn. z!1O. If 55. NotApplicable.
loan finances water or ater
related land resource construction 
project or program, is there a 
benefit-cost computation made, 
insofar as practicable, in
 
accordance with the procedures 
set forth in the Memorandum of 
the Presidenv dated May 15, 1962? 

UNCLASSIFIED 
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$6. FAA 0 6ll(c). If contracts for 
construction are to be financed, 
what.provicion will be made that 
they be let on a competitive basis 
to maximum extent practicable? 

56. The LoanAgreementwillso 
provide. 

57. FAA 9 612(b): § 636 (hi). Describe 57. As detailed in the Loan Paper,steps taken to assure that, to the the Host Government is making amaximum extent possible, the country 
 substantial contribution to theis contributing local currencies 
to project.
meet the 
cost of contractual and
 
other services, 
and foreign currencies
owned by the United States are utilized
 
to meet the cost of contractual and 
other services.
 

58. App. § 13. 
Will any of loan funds be used to

acquire currency of recipient country
from non-U.S. Treasury sourcec when ex- 58. No 
cess currency of that country is on
 
deposit in U.S. Treasury?
 

t9. I"AA 9(t2'(d). Does th; United 59. None is owned.Staten owin excss fo.oign currency

and, if so, what arrangements have 
been 
made for its release?
 

60.. FAA § 620(a). What provision is 60. The Loan Agreement will not allowthere against use of subject 
 funds to be used for such purpose.assistance to compensate owners 
for expropriated or nationalized
 
property?
 

UNCLASSIFIED
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6t. FAA 9 620(k). If construction 
 61. Noof productive enterprise, will
 
aggregate value of assistance
 
to be furnished by the United
States exceed $Z0 
million?
 

62. FAA 636(i). Will any loan funds 62. Nobe used to 
finance purchase, longterm lease, or exchange of motor
vehicle manufactured outside theUnited Staves, or any guaranty of
such a transaction?
 

63. App. § 103. Will any loan funds be 63.
used to pay pensions, etc., 

No 
for

military personnel? 

64. App. 05. If loan is for c'pital 64. Yesproject, i-s there provision for
-•A.I.D. app'roval of 
all contractors
 
and contract terms?
 

65. App. 10?.Z Will any loan funds 65. Nobe-used to payl UN assessments? 

66. App. 
 09. Compliance with 66. Yesregutations on employment of U.S.
and local personnel. (A.I.D.
Regulation 7). 

UNCLASSIFIED
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i'?. pV" -10 - Wilt any of loan 67. Nofunds be used to carr/ out'pro-Visions of FAA §6 209(d) and 25t(h)?
 

68. App. ZZ4. Describe how the 
 68.Committee-on Appropriations of 
AID/W will accomplish thisby usual procedures.the Senate and House have beenwill be ornotified concerning theactivity, program, project,country, or 
other operation to be
financed by the Loan. 

69. Ap any60. Will loan funds 69. Nobe used for publicity orpropaganda purposes within the
United States not authorized by
the Congress?
 

70. MMA 0 ,01..b;FAA 640C. 70. Yes 

(a) Compliance with requirementthat at least 50 per cqntum ofthe gross tonnage of commodities
(computed separately for dry bulkcarriers, dry cargo liners, andtankers) financed with funds madeavailable under this loan shall betransported on privately owned U.S.flag commercial vessels to theextent that such vessels areavailable at fair and reasonable 

rates. 

(b) Will grant be made to loan
recipient to pay 

(b) Suci a grant may be made ifall or any portion appropriate.of such diffcrcntial as may existbetween U.S.. and foreign-flag vessel
 
rates?. 

UNCLASSIFIED 
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LOAN AUTHORIZATION 

Provided from: Alliance for Progress Loan FundsNICARAGUA: Urban Sector Loan (Managua Reconstruction) 

Pursuant to the authority vested in the Administrator, Agencyfor Int ernational Development,
of 1961, by the Foreign Assistance Act
as amended ("Act"), and the delegations of authority
issued thereunder, I hereby authorize the establishment of a
loan pursuant to said Act and the Alliance for Progress, 
 tothe Government of Nicaragua ("Borrower") of not to exceedthirty million United States dollars ($30,000,000) to assistin financing the United 
of a 

States dollar and local currency costsUrban Reconstruction Sector Program for the city of

Managua.
 

The lozin shall be subject to the following terms and conditions: 
1. Interest and Terms ofRepayment 

Borrower shall repay the loan to the Agency for InternationalDevelopment (A.I.D. " ) within forty (40) years from the date ofthe first disbursement under the loan, including aof not to exceed ten (10) 
grace period

years. Borrower shall pay to A.I.D. inUnited States dollars, on the outstanding balance of the loan,interest at the rate of two percent
grace (2%) per annum during theperiod and three percent (3%) per annum thereafter. 

2. Source and0ri iI 

Goods and services (except forinsurance financed under the Loan 
ocean shipping) and marine


shall have their
origin in source andcountries of the Central American Common Market orcountries included in Code 941 of the A.I.D. Geographic CodeBook. Marine insurance may be financed under the Loan only ifIt is obtained on a competitive 
are payable in 

basis and any claims thereunderfreely convertible currencies. Ocean shipping 
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financed under the Loan shall be procured In any country 
included In Code 941 of the A.I.D. Geographic Code Book, 
excluding countries which are members of the Central 
American Common Market. 

3. 	 Local Currency 

United States dollars utilized under the Loan to finance
 
local currency costs shall be made available pursuant to
 
procedures satisfactory to A.I.D.
 

4. 	 Conditions Precedent to Initial Disbursement 

Prior to the issuance of any commitment documents or
 
disbursements under the Loan, Borrower shall furnish in form
 
and substance satisfactory to A.I.D.: 

a) Evidence that an Inter-Agency Committee has 
been established between the Vice Ministry 
of Urban Planning and the Ministry of Finance's 
Office of Coordination and Implementation, to 
coordinate activities in the Immediate Action 
Reconstruction Program. 

b) 	 Evidence that sufficient and qualified staff is or will 
be available for the implementation of the Loan. 

5. 	 Conditions Precedent to Disbursement for Other than 
Program Implementation Assistance 

Prior to the issuance of any commitment documents or 
disbursements under the Loan for other than Program Implementa
tion Assistance, Borrower shall furnish, in form and substance 
satisfactory to A.I.D.: 
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a) 	 A finalized copy of the Borrower's 1974-76Immediate Action Reconstruction Program, whichshould include but not be limitedguidelines, 	 to the Policies,objectives and componentsprogram; 	 of saida capital budget for the program,a time-Phased 	 andImplementation plan for carryingout all major Planning and reconstruction activities included In the Immediate Action Reconstruc
tion Program. 

b) Evidence that the Borrower will establish a landpurchase fund for the Immediate Action Reconstruc
tion Program. 

c) Evidence that Borrower will provide in amanner timelyall counterpart funds in accordance withthe Time-Phased Implementation Plan. 
6. Other Terms and Conditions 

The Loan shall be subject to such other terms andconditions as 	A.I.D, may deem advisable. 

ADMINISTRATOR 

DATE:
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COMITE NACIONAL DE EMERGENCIA 
PRESIDENCIA
MANAGUA, D. N. 

NICARAGUA, C. A. 

May 24, 1974
 
CNE/0277/
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Ambassador
 
Turner B. Shelton
 
American Embassy

Managua, D.N., 
Nicaragua
 

Dear Ambassador Shelton:
 
In relation to the financial assistance of the United
States of America, for the Government of Nicaragua,for
the reconstruction of the city of Managua, allow me to
give you the salient points for your consideration.
 
1-
 The Government of Nicaragua, deeply engaged inreconstruction of the'anagua, follcwing the December
1972 earthquake, has sought and obtained technical
advice from exports both inside and outside Nicaragua notab],, from :Iexicohelp plan and the United Statesthe reconstruct'on. to 

ports On theand recommendcItions basis of remade by these experts,Government has adopted a conceptual plan and esta-
the 

blished principles and guidelines for Managuastruction that will reconsee 
a new Managua, fully rebuilt,
with provision aiso for the expected popuiation increase, in about ten years.
 
2- As a guide for earl. 
 action in
plans, -arrying out these
the Govern:ienit is 
now prepa.ring
Action Prcgra.m to an :.ediate
 cover 
the hichc-S 
 proritystruction urojects to be initiated in the 

recon
1974 and in 1975 and 1976 remainder
 

the next 2 1/2 years.
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3-	 This Immediate Action Plan, while not yet complete,

is now in intensive preparation and will be com
pleted in the late 
summer of this year, coinciding

with 	the preparation of the Governnient budget for

1975.. However, the global nature and size of 
the
 
reconstruction effort over these next two years is

already reasonably clear since the Government has

firm 	policies as to 
how to go about reconstruction
 
and it also knows its own financial capacities and
 
limitations, and thus also its needs for external
 
assistance.
 

4-	 The Government at present sees 
the need and the pos
sibilities for approximately $150 million in 
recon
struction projects which would be initiated in 
the
 
next 	two and one-half years and which would be com
pleted during the four-year period, 1975-73. The
 
Government is prepared to finance one-half of this

total, $75 million over these four years, and 
 is
 
seeking international assistance for financing the
 
other half.
 

5-	 The relevant Ministries and offices of the Govern
ment have been conferring with the USAID Mission to
Managua, among other international lending agencies,

and the Gevern-enz has c.;ccude-d tould 	 iiku 
to share the costs of impiementing its im£neciate
 
Action Program with the several international lend
ing agencies, including A.I.D. We are requesting

that A.I.D. lend, on favorable terms, $30 million to

be applied to the 
pfrojects composing the Government's
 
IMnwdjate Action i'v.merram. In this connection the
Governmcnt will itself establish in its Ministry of
Finance a counterpart fund into which it will 
 place

175 million c6rdobas over the life of 
the project

(four years), 
these funds also to'be applied to the
projects composing the Immediate Action Program. 
We

intend that both the A.I.D. funds and those of the

Government will be administered by the Ministry 
of
 
Finance.
 

6-	 In addition, in order that the projects composing the
Inmediate ,crien "7 c;ram .av be uncertaken wthout delay once the :.un, J from A.I.D. and tnc Government be
come 	available, the Government will, startina as 
soon
 
as possible, acriuire the necessary ri-hts of way andsites. For thiS purpose the Nat.onal Emergency
mittee is establi.r:ing under its Treasurer, 

Com
the Minis

ter of Finance, a replenishabje Land lurchase Fund of
75 to 100 million c~rdobaz with which these rights-cf
way and sites for the first and highest priority pro
jects will be acquired.
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7- Although 5/24/74the Immediate
been 
 ti Action Program is still in Preetendentivied 

number of the more critical
Jecte activities I am attaching activities 

a have
as illustrative ?ist of these
full proe of the nature8- Acion Program. of theWe should also like to 
 share
the basic With you,rinciples in summarylizedty form,and guidelines
the. GOvernment 

in pi7eparirg that are being utilnediat
tion Proara mn These guid e 

the 
-The b, .... help of :" x _ have beInjmuen _ e = for ~mulate v c-u 

19e7-ex x'c and other fo,,ean co s l ' 

wi the he p o f ate by 

ca ll G o ve r 11 nt pr oposed Uhave Promulgated a o cas our ot i l P anPles on Which this 

P an"Dl~ ~ ... , 
nt 

'u±cationsPland its Tn andiegulador,imp,.emet.

the following :thisentati incud
 e puThe first rule is 
than
 
Safe city 
14 hich to llanagve
that Will continue t bec .e Itveshas givenconretinu te 

Obuown futs and 
indefinielae ed reculation 


the adoption of toa -,-ent:- °i~dngcod -,ev u i l d i n uwthscientificall onrisks in"olved 
. Wst arManag~a dsw a i op seo un d Code so a s t o n,,s ureu rem ximun o w V i g o r uo u.dadml to t n Mu ro n s e i g tusl°y adiministering ato that
,,o ,-ciohe people

As SunOr 
eportant as avoidng known risks andrebuiltrebis buildingtopleto a level strongearthquake. Of deconcentrat.
of density muchThis rule lower Managua is beinCity has reuir- thanof low height and an preensit an extendedgrowth folleing the naturalP tterns identified by our own ep rt
we have invited an thoseto advise us.We are also the epxerts andtakinc °Pportunito afreto decol)centrte


convenience o plan a moreof the effcietoPlaaor L affrded i ib the need 

munitLyA. o t ith e oi ni sfacijditn n soczii th tran t o de oale r%. s t M heain ththc 0c l:S. e tPr rW th z- a trS iportatic 

e 
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More specifically, we are proposing in the Immediate
 

Action Program to concentrate on:
 

(a) 	Expansion of the number and quality of houses, 
espe

cially for low income groups;
 

(b) 	Rebuildinq and expansion of vital public facilities;
 

(c) 	Strengthening and extending Managua's grid of 
traffic
 

arteries as the basic framework for deconcentration;
 

As p -oposed by the Mexican consultants, the establish(d) 

ment, in conjunction with the deconcentration pattern,
 

of several high priority new integrated centers for
 
These several "poles"
commerce, industry and homes. 


of development will give form and structure to the
 

new city and provide for an especially strong expres
following throughout that
sion 	of the principle we are 


homes, jobs, and services should be integrated to 
the
 

fullest extent possible;
 
(e) 	Developing open and green areas over the known 

seismic
 

faults;
 
(f) 	Meeting the as yet unmet credit needs of those 

whose
 

business and industrial enterprises were destroyed;
 

(g) 	Taking all necessary steps to expand the capacity 
of
 

the construction industry to meet building demand 
and
 

to provide assistance to other industries also critically
 

the recon. t-ructic:;
important to 

f ti......vu wt licve recoonizeC tne special im

-I 
so conducting reconstruction that we may
portance of 


rcmain within the constraints of sound economic policy.
 
reconstruc-
We are well aware that too rapid a pace of 
 recon

tion could cause such inflation as to choke off 

Thus the National Emergency Committee, ad
struction. 

vised by the Ministry of Finance, the Planning Office,
 

INCAE, is maintaining a
 and such invited consultants as 

the economy in relation to reconstrucconstant watch on 


future pace of retion 	and is continously studying the 

keep 	it within the bounds of safety;
building so as to 


of rebuilding Managua on a deconcentratedOur policy 
that 	the old city is being -orgottcn.basis does not mean 

lacedWhile this once conaested are is known nc.w to be 

with seismic ris]:s, its anppropriatcIy conurolle: rehabi
risks :c':t, s a part of

litation, ta:inci se in 
the frm'ediate Action Program.the long-range, though not 

As noted above, thu zoning of faults for coen and c:reen 
is r.*ost pronounced in he areas is a requirement that 

city which in the past year has undergone a huge and
old 

and clean-up effort. Plans for
comprehensive demolition 

area 	call for, in addition to
the redevelopment of this 

green areas, the dedication of the reclaimed land essen

public and community
tially to special uses such as 


facilities, rigidly designed and constructed.
 

7r~rM
iiwr ACT~l^€ 
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In this connection we are planning to invite an Inter
national Competition to choose the best rehabilitation
 
design for the old central area, .nd 
we will wish to in
clude this Competition among the projects to be financed
 
under the joint A.I.D.-Government of Nicaragua program.
 

9-	 In implementation of the Immediate Action Program, and
 
as a matter of fact in connection with all construction,
 
public and private, the Government's policy is that the
 
new building code, designed with the help of experts

from experienced earthquake prone countries, will be
 
faithfully applied, by the Vice Ministry for Urban
 
Planning, in issuing all building permits. In addition
 
the Government (VLiUP) will -evaluate sites proposed for
 
public and private building as to their degree of seis
mic security and will approve or disapprove particular

proposed uses depending on risk to human life factors.
 
For example, the erection of schools and hospitals will 
be permitted only on clearly very safe sites. Site 
standards for a one-family, one story house that meets 
building code requirements would be less rigid. Public 
and private constructiun will also be required to con
form to the Managua Urban Plan now being developed. As 
the Immediate Action Program moves into operation, the 
Government will step up the process, already started, nf
 
deve].oin . the .. . ...1 G.wh Plan. Tn~4 

e b LiLe uoverr-ment to control land use patterns as 
the city rebuilds in order to assure the integration of 
home, job and services, the efficiency of traffic flows, 
and easthetic consideration as wel.l. Building permits
will not bd used for structures to perform functions on 
sites that, even though meeting building code and seis
mic standard,;, are not in accord with the Government's 
land use plan. 

10- The Government of Nicaragua is taking and will continue 
to take fiscal measures necessary to provide adequate
financing for reconstruction as well as for development
and for general governmental exoens.s. While we clear
ly need and are seekina external aid, we shall finance 
as much as we can fro:- doestic rescurces. This iS both 
prudent in teoms of guardinc: )ur debt servic±::g ca-:'city,
and it also bcArs a direct relatlonshi: to the inflation 
danger I referred to earlier. To minimize the inflation
ary 	 danger-; of reconstruction, we expect to finance as 
much as possible from tax revenues. in 1973 new ta:.: 
measures and better collections increased tax revenues 
by 42.40 over 1972. An important contribution to this 
was 	 the emergency tax on exports of 10'. This tax has 
been continued in 1971 and it, or equivalent tax measures,
will continue indefiniteiv so as to maintain the present
level of tax income. In addition, we are preparing to 
effect a major overhaul of the tax structure durincg this' 
calendar year with a view to correcting inequities, 
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eliminating
 

taxes whose administrative costs are too high, con
centrating on the most remunerative measures,.and,
 

a
overall, raising the level of Governm n-tincom .
 
In this effort we are'relying on the advisory ser
vices of the IMF, INCAE and the Central Bank.
 

Finally, we should like to assure the Government of
 
the United States that all funds made available from
 
the United States will be used in an economically and
 
technically sound manner.
 

It trust that this letter has given you ample information
 
for your consideration, and look forward to your comments
 
and reply.
 

Very truly you 's, 

Anastasio Sumuoza D.
 
President
 
National Emergency Committee
 

encls. 5
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GUIDE TO ISSUES RAISED IN IRR -- DAEC MEETING (SEE STATE 091701) 

I. CAP should, in sector context, describe principles which will guidereconstrucion during 1974-76. Principles are fully described in
Section IV, Part 4. 

2. CAP should describe the policy framework for the GON's Immediate
Action Program. Policy Framework is fully described in Section IV,
Part 4. 

3. 	 Each principle or guideline should be analyzed and described as to theweaknesses of its current slate: first in terms of technical completeness,and second in terms of how serious is the GON commitment to theprinciple concerned. This is dealt with in Section IV, Part 6. 

4. On the basis of the onalysis in No. 3 above, the CAP should th.ndescribe for each principle or guideline, (a) what additional technical
development is needed to make the principle an adequate bearingstructure for the Immediate Action Plan, and (b) what further pledgeor commitment from the GON may be required to assure that the principleconcerned plays a sound role in forming the foundation for the Immediate
Action Plan, this is dealt with in Secl ion IV, Pars6 and 7o 

5. CAP should treat reconshuction transportation requirements and bus fares. 
Soo Section VII, Part 7. 

6. CAP should describe self-help measures. See Section IV, Part 7. 

7. CAP should contain commitment to self-help revenue measures. SeeAnnex D, GOiN Letter of Application. 

8. In connection with fisccl self..elp discussion, CAP should treat theFiscal Targe's outlined in the Ag:nda of INC,\E and relate GON plansto it. See Section IV, Part 7. 

9. Preferred GON counterpart is $40.0 million; $25.0 million minimum.See Sections l\/ and V, Parts 7 and 3 respectively and Annex D that
provides for $40.0 million counterpart.
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10. 	 CAP should propose a formula for shifting of funds among categories

and propose prior approval relationship. See Section V, Part 3.
 

II. 	 CAP should describe loan implementation procedures. See Section 
V. 

12. 	 CAP should provide for annual evaluation with particular emphasis 
on GON budgetary contributions to the Program. See Section VIII, Part G. 

13. 	Program Implementation Assistance should be detailed in CAP to establish 
cost estimates. See Section V, Part 2. 

14. 	 CAP should describe International Design Competition for Center. See 
Section V, Part 2. 

15. 	 Specific cost estimates for the Special Studies and Surveys should be
 
treated in CAP. See Section V, Part 2.
 

16. 	 A rationale should be included in the CAP for including a national
 
planning activity. See Section V, Part 2.
 

17. 	 A rationale should be included for implementing urban planning for the
 
satellite cities. See Section V, Part 2, and Annex 27.
 

18. 	 The Credii Fund should be treated as an ICI project loan; See Section
 
VII, Part 8, and Annex 16.
 

19. 
 CAP 	should analyze VMUP's capacity to bolh issue permits and plan.
See 	Section VI, Part 2 and Annex 19. 

20. 	CAP should describe executing agencies. See Section VI, Part 3. 

21. 	 In the treatment of the Credit Fund, the capabilities of the FED, FUNDE,
and Banco Popular should be ireated. See Annex 16. 

22. 	 Construction Industr/, Analysis should be included. See Section VII, Part 7. 

23. 	 The CAP should describe the "extent to which the program can maximize 
benefits to the low income residents of Managua". See Section VII, Part 2. 

24. 	 The CAP ehould deal with possible dangers of windfall profits for land 
speculators. See Section IV, Parts 5 and 6. 

UNCLASSIFIED 



. ...... . . 

- 'Io 

N ~ 't.'-- "' o 

L SL(D0r- o 

~L/~Y>~tvo CaN FL 

4, p.. 

.... ''I 

ft & C ... 

1~43
 



AID-DLC/'-204 
UNCLASSIFIED 

ANNEX G (1) 
Page 1 of 5 

Illustrative List of Activities
 

.A. Transportation Improvements
 

1. 	North Highway widening, construction of
 
service roads, and two parallel roads 
 C$ 	41.3
 

.2. 	Relocation of Railroad 
 31.0
 

3. 	Construction of Pista, Larreynaga between
 
the inner By pass Road and the Outer
 
Beltway Road 
 4.5
 

4. 	 Construction of the Old Masaya Road 
between the ista Subur;ra and
 
Reparto SchIrcl 
 6.7 

5. 	 Widening of three kilome-ters of the
 
Nc'.: :asaya . ,d 
 1.2 

6. 	 Con:;tructcOii ol Mai n S:in Judas Access 
Road he tw&een I amr fly Pa s Road and 
the. Outer I'L.ay R(,ad 5.3 

7. 	 Selectied M,li S'econdary Road!; between the 

irncr By Pa,,!; Road and tht- Oter Beltway Road 60.6 

C$ 150.6 

US$ 	21.51
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B. Public infrastructure Expansion
 

1. 	Selected infrastructure improvements for C$ 53.0
 
Managua's North Highway industrial com
mercial strip, sewer, water, line expansion, 
expanded telephone and electrical facilities, 
street lights, and storm drains. 

2. 	Selected infrastructure expansion and 27.0 
improvement.s for Wanagua's E't: tcrn Conunercial 
Zone (servico road!,, street paving, sewer and 
water line expansiun, expanded telephone and 
electrical facilities, street lights, and 
storm drains) 

3. Selected infrastructure expans ions and im- 70.0 
provements [or Maniuals Wetcrn Cor:imercial 
Zone (scrvice road;, street pav ni, sewer 
and water lines expan;ion, expanded tele
phone and electrical facilitiCs, street 
lights, and storm drain,.) 

4. Selected infrastrncture imryovcr,:ents for 	 21.0 
Barrio Sar, Judas (,;treet paving,, water and 
sewer liiic:, street lig1hts, tLCelOfIonC, 
,ubl ic faci IitieS. ) 

5. 	 Sc ected i nf r;5tLrxc tture ilrov'n(ci:nt:s in 22.0 
Reparto ;ch tk (:;trcet payvvet. , wat.er and 
sewer line:,, street lights, telCephone, 
ptublic facilities, etc.) 

C$ 	193.0 

US$ 	27.57
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C. Reconstruction and Expansion of Public Facilities
 

1. Construction of Wholesale Market 
 C$ 25.0
 
2. Construction of Western Public Market 
 5.2
 
3. Construction of 
two Eastern Public Markets 
 16.0
 
4. Northern Post Office 


1.6
 
5. Construction of Eastern Post Office 


1.6
 
6. Construction of Western Post Office 


1.6
 
7. Construction of Western Bus Terminal 


5.4
 
8. Construction of 
Eastern and Southeastern 


11.0
 
Bus Terminal 

9. Construction of Small Corm-nunity Bus Stations 1.8 
10. Construction of three Fire Stations 

2.4 
11. Construction of three Small community 


3.7
 
health centers
 

12. Construction of t'wo libraries 
27.0 

13. Facilities for Establishmunt of 
Small 
 7.75
 
lidi, stries 

14. Construction of CON and municipal Offices 13.50 
15. Other Conmmunity Facilities 

14.0 

TOTAL 
 C$ 151.5
 

US$ 21.0
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D. Development ol Open and Green Areas 

Development of parks, plazas, malls and 
monuments, sports field, recreational 
facilities on dangerous seismic zones 

C$ 65.0 

TOTAL C$ 

US$ 

65.0 

9.28 

E. Private Sector Credit Fund 

Creditfor Reconstruction and Expansion 
for Small Enterprises 

C$ 56.0 

TOTAL C$ 

US$ 

56.0 

8.0 

F. Program Implementation Assistance 

1. Program Implementation Support 

2. Special Studies and Surveys 

US$ 3,000,000 

3,000,000 

TOTAL US$ 6,000,000 
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GRAND TOTAL
 

A. Transportation Improvements 

US$ 21,510,000
 

B. 
Public Infrastructure Expansion 
 27,570,000
 

C. Reconstruction and Expansion of 
 21,000,000
 
Public Faciiities
 

D. Development of 
Open and Green Areas 
 9,280,000
 
E. Private Sector Credit Fund 


8,000,000
 
F. Program Implementation Assistance 


6,000,000
 

US$ 93,360,000
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Summary Table of. Program Estimates on Public land Acquisition
 
and Construction Costs for 1975-1978 

A. All sites and projects are derived from the larger and more
general estimates of 
urban reconstruction covering 
a six year
period 1974-79, being made VUPby together with the CON 
agencies.
 

B. The land prices are obtained from Catastro Official values,
which were assessed in early 1973 and were since 
increased
to reflect general area 
increases in the 
lanid market.,
ever, actual sale prices today may 
flow

still be higher; thoughno regular factor of increase is applicable, clue to erraticvariations among terms 
of sale [or individual parcels. 

C. Construction prices are current estimates, based on VMtlJP
standards for public facilities.
 

D. All 
these estimates  land and construction 
- are onlycurrent. Any additional allowance for future pricecrease during the. 2-4 years of program execution must 
in-. 

be.determined in capital budgeting. 

I. 'llli:; table refclect; a policy of advance land acuisition-in most. cases several year; ahead of project constructionwiLh the Iirpsof establishing 
fortihe best locationsthe projects. These are particularly for clustering public facilities and employment activities in the new sector centers. Land acquisition includes all public facilities, markets, building sites, transport terminals andbus stations; early acquisition of forstrategic landlow cost lios ingr, asslmill however, that much housinp, construction on such land will be only self-help, during,
high growth period; and substantial 
the
 

recreation open 75pacein fault zones. Some land is to be acquired for l i',htindustry parks and quasi public social institutions.additional land may be 
Also,

acquired for relocation of
central area 
some
 

activities and property owners displaced by

public projects elsewhere.
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MANAGUA DECONCENTRAT:CN PROGRAM ESTIMATES FOR i975-1978ICE-h NTY 
 -Cr'.ANPLANNING7JU7NE I, 1974 

TRANSPORTATION 

S.W. Sector 
Tota3~ , . Lana Iot" 

S.E. Sector 
E'' 

N.E. 
' cnr 

Sector 
'- Lan :Ill, 00 

Totals 
nstr. Lana -----

(c) Highways 
(T1i)Te,.4nal Interurban 
(Tp) Local BusStations 
(Al) SiL.-!a nes 
(Tc) Cargo Terminals 
(F) Rlroad 

34.1 
5.4 
0.35 
1.4 
3.0 

34.1 
5.0 
0.26 

12.4 
2.5 

0.4 
0.09 

-
0.5 

23.55 
5.5 
1.12 

24.0 
2.9 

21.56 
5.0 
0.75 

24.0 
2.5 

2.0 
3.5 
3.37 
"-

3.4 

31.7 
5.5 
0,35 
9.6 

11.3 
31.0 

29.7 
5.0 
0.29 
9.6 
6.0 

25.0 

2.0 
0.5 
0.06 

-
5.3 
6.0 

92.3 
16.4 
1.82 

46.0 
17.2 
31.0 

83.36 
15.0 
1.3 

46.0 
11.0 
25.0 

4.0 
1.4 
0.52 
. 

6.0 
SUBTOTAL 58.25 57.26 0.9, 57.02 53.81 3.21 8?.45 75.59 13.86 204.72 186.66 18.12 

PUBLIC INFRASTRUCTURE(A) Water 
(As) Sanitary Sewer 
(A)Storrn Sewer 
(Tel)Post, Telegraph Sto. 

10.0 
15.0 

9.3 

0.45 

10.0 
15.0 

9.3 

0.45 

-
-
-
-

15.25 
20.0 

13.0 

1.6 

15.25 
20.0 

13.0 

1.2 

.. 

--
0.4 

14.5 
22.1 
14.8 

1.6 

14.5 
22.1 
14.8 

1.2 

-

-
-
0.4 

39.75 
57.1 
37.1 
3.65 

39.75 
57.1 
37.1 

2.85 

-

-

-
.8 

SUBTOTAL 34.75 34.75 - 49.85 49.45 0.4 53.0 52.6 0.4 137.63 136.80 .8 

PUBLIC FACILITIES 
(Cs) Centers oF Health 
(Sc) S c. Muhfi-Purp. Ors. 
(R) Parks-Recreation 
(Om'Offices Municipal 
(N) Offices National 
(;) Library 
(Bo) Fire Station 
(M) Market 

(Ed) School 

0.9 
5.2 
26.0 
2.5 

3.0 
13.8 
0.8 
5.2 

8.6 

0.8 

3.3 
8.1 
2.0 

-
13.75 
0.7 
5.0 

6.15 

0.1 

1.9 
17.9 
0.5 

3.0 
.05 

0.1 
0.2 

2.45 

0.? 

4.3 
26.0 
2.5 

-
13.7 
0.8 
16.55 

35.7 

0.8 

4.1 
8.0 
2.0 

-

13.0 
0.7 
10.0 

32.0 

0.1 
0_2 
18.0 
0.5 

-

0.7 
0.1 
6.55 

3.7 

1.8 
3.8 
13.2 
2.5 

3.0 
-
0.9 
25.0 

13.5 

1.6 
3.4 
-
2.0 

3.0 
-

0.8 
16.6 

12.0 

0.2 

0.4 
13.2 
0.5 

-
-
0.1 
8.4 

1.5 

3.6 

13.3 
65.2 
7.5 

6.0 
27.5 
2.5 

46.75 

57.8 

3.2 

10.8 
16.1 
6.0 

3.0 
26.75 
2.2 

31.0 
50.15 

0.4 

2.5 
49.1 

1.5 
3.0 
0.75 
0.3 

15.15 
7.65 > 

SUBTOTAL 66.0 39.8 26.2 100.45 70.6 29.85 63.7 39.4 24.3 229.15 149.20 80.35 
•0 . 

SMALL IND. PARKS 
1.75 - 1.75 2.0 - 2.0 4.0 - 4.0 7.75 - 7.75 

GRAND TOTALS 1,50.75 131.81 28.94 209.32 173.86 Z5.46 210-15 167.59 42.56 580.22 473.26 s06.96' 
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Illustrativd Mape of 
Immediate Action Program Activities
by Use and Location. 
 .
 . .......
 

The attached map Annex G(III),
iate Action Program Activities by 
shows illustrative immedscheduled projects form part of 

use 
and location. 
The
the three major clusters
the Southwest, Southeast and Northeast of the City. 

to
 

These
three new major communities, generally located between the

."Bypass and 
the proposed 
Pista Rural de Cirunvalacion, Outer
Beltway Road will contain a loose multi purpose cluster of
public facilities, plus business and 
industry.
 

The clusters are 
located in close proximity
residential barrios which will be 

to existing


infrastructure the subject of
programs which will special

serve
cal compostion of to upgrade the physithese communities.
enhanced by They will be
the further
construction of such additional ancillary
facilities 
as 
bus stations, clinics, markets, offices, 
etc.
 

When completed, the 
three
significant new communities will represent
new employment and service nucleii,
center of Managua, serving outside the
as 
"Poles of Attraction"
the Balance" in to "Tip
favor of 
"Deconcentration,.
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IN irODUCTION 

At this time when the fourth earlhquake in a century has destroyed large 
parts of a city which had persistently rebuilt itself in an increasingly 

obsolescent functional pattern, it is necessary to consider what form and 
degree of deconcentration to aim for, through loan policy. At slake is 
not only the reconstruction of urban cap:icity for today's 400,000 popu
lotion, but the snfOt, of 800,000 in 1985 and 2,CO, OCCwhen the next 

major earthquake strikes. All loan projecis are of such natureas to pin 
down urban functions and locations for ct least three or four decades. 

Alternatives range from one extreme, rebuilding the old city in place 

at super standards of anti-seis.ic desipn, to he otncr extreme of
 

deccnlralizing most 
 crovth into o:her ccnters to minimize risk of geo

physicol :r
-. n ,c 'r,* , . . ..C"*:.... ............ 


economics acrc,s t:)e country. 

Our stuvd, excmitncs the mic!d!i of this ran'ea, in pxFrotion for
 

inlcn iv r.:.iev., of a new. lcon andI pz:-icy. 
 It con:i:;,:* the fcc;ibilil/
 

ofm.i 

;lu '., whiiiolso prcf.:1rin-j 

for lrtcr :)v. :r C:v:lcv'm'.ut offca s:;c'r::;l i.n :'i~e Io.,n .,:ter.
 

l.
Govc inrivr '.ch::ice oi a fu/ur2'_ r.': vili C;is- .'or only a s:ort 

plnnnin, r.'erc . ,!/'. : /cviic ann.,'s['riva.z: c.'lerpri:e, are 

stri'in1 to .ll., un-I lie .c:sul is ih.rcn~:i; c fr r.',!orwng the old 

piltt rns (f cil v, inc 'c -e ....ith ( - n:ify, lot !v lot. A n,' sUI! .'?liil 
sh-ft t' p::-rii hc:c ICr sC!. ii C!10Int'.,c.1u.,: .ccJ speziul iuiit ;l;ve 

by gow'r:m:,ni in ext.n.iv: hud uc:c:,is.i ion fir c..'v c.!ors, low-cost 

http:ext.n.iv
http:C!10Int'.,c.1u
http:C:v:lcv'm'.ut
http:anti-seis.ic
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Defrinion of pertinent terms, facts, concepts 

Ccnrolizcon ofe..ruke damcv:. It is ominous and incredible 

hd the nation's c-pijol persisted in rebuildincj in ,his most dangerous 

"ophSictl spot in crtire Latin America where both seismic and vo!caic 

exposure is maximum. The east and west bound'ries of Monciqua's city 

center ar. defincd by 'wo clcssic repeat fracture Faults, CJicepIlon
 

and Estadio, while two more lie in between, the P:'mcos and T;sccpF
 

faults, On its Ecst cd.e the city center is boun',-d by a graben o; some 

700 mI.tr, vidth , ','ic,stI.? hd Iv n Ir 
 ..


after the rec:nt cur.u 
 The;.,: nve been nit: ,Y'cnasua CcIn

quaes sinc., 1044, wkh is:sterou. c,::;s oi life cn;-d prcparly re'corded 

on'the las two occos ion. 

Hi'|str~rc~l en~rc , ari. c:i::. Since Ih-
 ]c, , /'* 's 

center u~ ,rco.,,''siCa "c01.
 

mulually rclnforcin; c:Z'.:uMrLIItic: i-, ,.=l i . u s.U I . *;c In'c;c 

and inreosin. builc'ilh- -it,. Th ; CC red L',,.': it .s
 

to deconce:ntr:le throuh any' water, .c.'rar , cl,.'_trici;y or I+lCF,hone. 



is an IsClearl 
visibla 

advance of radial salients of urban grov.h OUtward along the three 

0hesinc 1947 Censusma;n routes to the East, Souiheast, and South w at.

1972 Census, there had also begun a second Souest 

By the time of the 

salient and a 
Western saint. These were entirely tfcnsportution-orientethe rapid radicl dec.cceniration olwhich Would fowlo., with the tranpor_.. 

tation revolution. 

IndustrialDCC IcCt. 
Th;s becae evident in )947 in thed rJ , r,.., i953 in 141 westeriy; a rapid

both the enlar,.Ient of try units, teir d e rnc, U
 
trucking corridor, and rungin9 sewagAcus'r~~~~vunits. nto thedohloln, ,c up , a!ci 

Co m-.'- Do'.-r---ia r , ..n itNwas h n~ seceinitoy evi en I ,Io
 ,' d.
the P L'ersisten t :.,:C (:h.t
Cc o n r

Mu IT 111~ o, c ! t--.
 ;c,;L..:scct nd ,.
i 
ru h.,,;.:jjc: Cat ,.
credit; fc; cJ'y 
>'of .. :nyr i cnl 
newv. mll coM-:l',rciucoC: 
 culc
n ers. Yc'i

O. .r,':j.,
"'::.:Crc i , t:'cI c-u'h I -

l ":, 
w Yo $ ;,1 i:l 

f 0 5! 

. up duo to hi 
.... 

c"Th le\els of Ccnlrol 

.
 "-- '-" 
-
 " 
fi rst Internatio f ut A dv; 
Urg3cd by.eor..> n ,

, .
.\ n,cA rorn dc;AIDh[ M,,; 
 ^t . S regOle P
W l iIl Mis..i,n,f ,'g , c,i 
m' g C i ro:.. I of thetself. iCki, '!,',B 1 cthe reco i,ne, cl h 
 ,!..
 

V 
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(1) 	 to reduce density of building, particularly rosidcntialand high 

concentration of public occupancy in the old center; 
(2) 	 to require new building methods and standards, and the implied 

locations in the periphery were to follow transportation and 
Industrial dcconcentration and to be thie priority area for infra

structure and housing. Other complementcory objectives were 

soon identified by AID planners: 

(3) 	 to deconcentrate sysiematically into the periphery and beyond. 
(4) to induce central owners and operators to sell and go inko the
 

rnew oullyin oreus, und
 

(5) 	 to redevelop the center much later, for non hazardous, non

concentrated pbl ic or commercial land 	uces. 

(6) to ciCnto sev(,10. Irge-sco0le hou:n F.rojctcs for the great 

majority or low-income residents and their many small enter

prises, .
 

(7) 	 to create new public facility clusters, and ::ones of cmpleymcnt 

in major sub-centers of Manir'ua around Jxcy governmnn offices, 
morkcts, tranmpio0 terminals and general ccmnimunity facil iti.s; wit h 
government itself acting as dgvelopcr of ,he enlorged centers, !c:asiwj 

lan6. for commercial deveiopment. 



8) to add a moden wholesale food center, local popular markets, 
bus lerminals, facilities for recreation, plazas. The evident 
funclional complimentarities and space sharing among public and 
commercial facilities would make it Possible for government to 
fnake large land assemblies in st,.ctegic locations at low cost of 
IMproved land and then act as general developer of these centers. 
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Aggregale Grov.,th and Siknificant Char.,ie inthe Past. 

The persistent historical centralization after several post earthquakes 

deserves some consideration of the probable ccuces. These may be ranked 

as follow : (a) Major national commercial Services concentrated 
at this place; 

(b) National governmnent offices concentrcted ot 
th;s pluce; 

(c) l.oc,: of any exfen.ive tecl.,;*:.:'Y of tronportc:ticn, 
cornmT nicct;io r r 

pI .5ile reiocatin oicny oi 
'' 

:.....
functio..s; 

(d) [N'C'CtivCIy %*,'Ckpic Ceco: m, to a'ford the
ilinantanUous cIcts of rcloc-fl 0,; 

(e) Ste'n3j et:."ed intterts in cp.., c..'n r 2rcFiand tlcirqfforts to re.,,-rc lon i.e.,,Irtd v. n !riy
*FIne num,;'ru 
ov.'n:,r t ,nze lz.- rhcr to rclccr:;2 
their proP-rty investments if rn~n7 S'..,r.o ('csired. 

damnoc .dcitlz: .fLuicu... tlen arc,,; c ,~ s.",-e c'.',,.-.- (c:) c;,ci &e)

dchspie.. c i'rilr'of pl..:m ,rto nic,L'. , , , i:::tleit:. 

It isalso .io f'lc:nt t -ok cit the movil;. i-cILJ) I :r~L,.C!C:' ur;in
 

expansion ,ince 1917 (illustrated on he olo.,.i n p). ,,.eThc J.:- !,an 
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on obvious oxtension of growth along radial salients. This pattern began 
to appear after 1947, when the bus and the paved highway came on the 

scene. At about the same time, more extensive engineering of the water 

system arrived along with transportation. The industrial and commercial 

belt extended to Ecst and West along the lake largely becavse of ease 
of-direct sewerage into the lale - a condition which severly constrains 

the future regioncd pattern. 

10ir 

r IS 

(7 
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Turning ahead to the probable curie of future population, this may 

be prolected in gro s terms, by a standard method of deriving from the 

broad secular Irends of Nicaragua and the Central Region the probable 

growih of Mancqjua. The following projection is not a prescription, but a 

crude trend which is needed as a reference base for considering 'any other 

Population distribution. 1 

NICAILGL'A CE TRAL SPARESPOP. (000) REGION MNAU A C.R. anagua .....POP(000) rOP.(O00) . of lic. % of s.ic. " of C.' 
i95u I 057 334 109 .317 .104 33 
1963 1,535 527 235 .342 .153 .45 
1970 1,830 722 358 .392 .195 .50 
1973 1,970 •790 (420)* .400 .214 53 
197! 2,120 860 500 .410 .235 .58 
1980 2,150 1, 070 660. .430 .270 .61 
1985 2,800 1,340 O40 .1,80 .300 .62 

G. and A. juin, r.nTrhc- icnn C,,ncop Doo'V'<or t 
_2.n.ci. 1 U ' IJSAID ,..: h -3 or 
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It should ho noted that there was a sharp 250,000 dip in the Managua 

population during 1973 but the city.is rapidly recovering its refugees. 

It is thought thct the return flow results mainly from two factors: 

(1) the doubled up housing in satellite towns beran to create tenslon, 

and (2) the rcfugcc were ever more dependent on work in Managua..
 

Now, 
a year after the exodus, they are able to relurn to somewhat
 

increased housing opportu'nihies and jobs somewvhere in reconstrucL ion.
 

All of this may over-cittract young job-seekers, 
 so th't the F.pulation
 

curve wou!d return 
to normal and overshoot the cu;ve, which would i:.:..I:!t 

be500,kocs soon cs 15, 660,00D in 19.0 and k;10,000 in 1985. 

If the curve is extendcd to the next lillely date of a maior eaillquCe!,
 

around 2010, it would have some 
2,_. .0,CC,) r'opuJion i::g s:.ne

where in tH 
 metrop'lis. The ciucsfic.t.i really is: v.h.eire in tic mc:ticp-

ol0s? In a wore concenkrc.lfed pt!cin thon in 1931 and 19/, ) Or i, 

a p)!ann,2,i' d'co'! nlr,ion? 

At this point it is usefu..l to nsle the hi::: iccal Irl-n' in Al n::!.ua'0s 

urban dVomi l.We are 6!c to d C10mir:e the follo.....ir: chji;n-.-s, .:.d 

on pasI populUtion Cefnsus d.ta. 
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Table 

Trends in Populallon Dpmiin Mannoua 

Urban Area Porulation Dens.y 
1917 41 Km2 40,000 9, 000 porson:/Km 2 

1926 51 50,000 9,000
1947 9, 100,000 10,000 

195,3 1- 145,000 12,500 
1972 40 400.oo,0 0 0n0
 

The risc -,lid rall of density is sicnif'icanf £.fc: e 
 1953 i hod increased
 
by mor e e thild 4ldinoas
Ohwn o in about 25 years; arid d cl c chI
 

next 20 years. 
 This rnay mcan several Ihings ,icicoh a, s!i:lif;c.nt for cr 

onolysis: 

a. Betore 1953, the cjrcw;h in intensity oF p 1wh,:rd U,7:,
 

building .izc, 
 exce eed iOe hcii::onicl o:.:I.:,., oi i.
 
ifllatrucfLre 
 kx.!h for reasons of fech;nj!c. i.l 10, in lr
th'lc:lu and [c,le usO of lotr in Ohc wnc ,, mu ,'c-i-Il " • of
 

planniniij and tro:Icmmin.1;
 

b. Afier 1793 Ibis cuenl.n v' incr-e in d;'r,.,i y, 'hr.' 

of cc'tericnrcilc and 

;
 
ull ipfj loushiLi lunif, cIo%.,ch!d clo, r Io

http:i:lif;c.nt
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gether, itelf forced the improvement of public technology -

auto and bus transportation, trucking, water and sewer systcms 

and 	telephone. 

A koy question for deconcentration policy will be what densities should 

be assumed in futu.re? Thi5.,hould be investigated during the intensive 

review, by rescarching all these faclors: 

a. 	 Average mixed - land use density - appears to be about 9,CCO 

personsA<,m2 at present, going down to 8,300 persons/KrT, 2 . The 

Moxic'an plan is very useful for this purpose, as' ittreats fairly 

careful ",ih new residential area planninq,in.luin9 

community centers, fcult corridors and recreation areas. It
 

arrives at a grors density or 8,300 porron!/m 2 for a bclanced
 

composiliun of all land uses, 
 including industry, commerce and qver;,;m

b. Res;cntiul uriua densities - will ranc betwe.n ,2cr. 

30,00,0 i.,sn-.V.more n d'.ublc! tw cro:rn2 :hc UiX:n der'.i/.y
 

For vor npllc Lcs A in icas pijoc:s v.'i II hcl, oc pr..×" 't 


.20, 000 p!r 2 
,. .hich include:s 


areas. 


/-.S/rn	 comrrunity areas cnd open 

The Mcx'ccn resilenlial cell would house approximaily
 

30,000 porsons,/im 2 , as ituses some I-vo story construction c:nd
 

attached, c.-m:nen wall hoausinc.
 



C. 

3. 

4. 

In order to give beiter protection against seismic and volcanic 
hazards, thc optimum city building density must be reduced 

by alloving plenty of intermittent spoce for: 

1. Fault and drain,:,. corridors. Usually running in thesame directi6n and may be com ifled for faulis, stormdrains and sanilary sewerage, 

2. Fire breaks. Inportant to lay cit as belts across theurban pattern - trw.nsvcrs 1o fhe direction ofprevailing wlind. This macins t1he fire breacs shouldbe in NW to SE direction. Tlse hc.lts wold cross
the foult corri-;sad resultil;OTIS f*.Ccton7Ic, s.a o or°e'scud ,, nse - or ciy cIiis.fift t'h-: i ,.s3no:Yc:h~o~lod 

unit sizes. So.nechin-, lle Ihi.is shown in .h
 
Maxicu pbn's n ...
n SE 1',,.

compromi.se ot :risting land us.s. 
"tie"
highway frcme.o lshould be co-desioned withfaults and fire W:ec:ks.V/ill rnc-,ire wic!cermultiple lcnes, center and -ida Flening stii. ,"rocpreect
• ,,I'n~s- l-//o,, w
through traffic fl.wS. l LIS,i ut douiblefrom fhe prescnt 20-33 mers to 4.0-60 rn .s rctec!s icr mcjorroules, These woIlcd "cll ca 2 Ki. intervals,numerous end ;hoirconrollcd i.f.r!ctic.:s v'ilh nCr end minorroo's would require c:Fditicol 

.dislancc,., curved corners, 
r o . s i

circles, anc crc:c.; :C..
 
ramlp.
 

Thu old dov,.nitown cirea. NCeQdh n,;tch '2'On ..up
Ihrouh parks and plozs, r::.ior street wd.ii::-s
off-strec.t reservoirs of space for 1',iking end usferminak. This w.ojld result in Cl besic controlstandord of p c,Fo)rtlorial o eln spccc,ihrl,, miuch h :!icrfile 1972 cn,:1twen, 0s a guide to the new d1s.0l.The kl ihi CoVCI- .!;oulds lt exceed 3"0-4fhe lcd area, of"and seisnic conslruction slmr(! shouldgucrd c;o'inst a comE,2n intinl rusl :o ;nciesce Lui.din(.j

heiglts.
 

http:compromi.se
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Highl, DC oe c,Flulclity in the Urban Pattern 

We have noted that in recent years ihe growth patifern has stretclhed out 
from the old cenfer along lines of rec,,nf transporla.ion and inficnSructure, 

and that indushy, depcnning upon thiose facilities, filled out quiclly. 

While Ihe fluidity of the urban paltkrn was reshopin, the old
 

concentric density pattern, another earthqucake desfroyed between 1/4
 
.aid 1/3 of all the city's land uses. 
 But this earthquake arrived in a
 

different era of urban 
 echnology than thai of 1931, and itis hoped that 

this combinction oF conditions may tip the possibilities in favor oF
 
rational deconcentration, 
not too dMfiiculf for GON policy if aided by
 

doconcentrction 
 lans. 

By our pruli'inciy C'simc'e, a first Fpriorily set of effectual dccon

'centralion projec:5 would cost some (C'3 30r1llion (see lst section of
 
this paper). "ns: proh*cts ore exaroiples of highr' iv 
 cige public 

facilities which .'ould pull Clong other "L'"lic ,'nd p i,,',atinvc stment.
 

Even if the su~n t'c:i to be 1 ,,.,g
higher, it vculcl still bc small in 
r.clation to the ItI . -,0", 
 millicn ert il;,ie for all public focilities 

and low-cct housing to handle 4C'0, CC) i-opulction in a new periphery. 

It is this p .iblo leveroe which makes on intunsive review of loan 

pal icy ver;,'e, wh ile. 
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Let us look at some recent gross estimates oF costs of reconstruction and growth. 

First, reconstruction (y/ihoutcroth). INCAE estimated some 4.9 billion 

of damoe to buildings, equipment and inventory, public and pr'vate. 

INCAE's January estimate is shown on the following Table. This has recently 
been judged by the estimators themselvesto be probably too high. 

EST:,LIDO DIE DAL 'OS .LTVrIIAIL'?S OCASIONADOS
POIR E ' "I R : : ' ' ' 

(Millones de c6rdobas) 

Sec tores Construccionos .Lubl es y Inventi. 0ios TotaI 
Enso .e!; 

Gob C.rno :157.5 63.0 7.0 227. 

21.0 105.0 
 20.3 
 14 .

Co;,icreio 420.0 84.0 220.5 724.!) 
V.Ivj nil! 2,186.1 350.0 3.4.7 
SCr-V cio..; 199.5 79.8 3150 

111Ja. ,:t r t t r al 7 0 9 . 8 2 15 . 6 

S'al 3,693.0 897.4 334.6 4 9.. 

.1te: "Evaluici-5a Prclinin:. do Da3fios Cnu:-ados poi -I Tcrrr.:oto23 do Dicie.:bro 19721", Centao Ascsor, mj ('nto, 
de . :.de "ko.NI/1,-o0.i * , 12;:. 
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Our own Calculation of 12.5 billionwas built up from unit per Km2 costsfor (a) infrastructure, (b) housing and (c) capital equipment for a normalmix of indhstry. This does not inciude CUiPment of housing and co.mnmerce,nor inventories. An average replacement ccst of p100 million per Kr,12Isapplied to sc'me 20 Kn2 or destroyed and badly damaged area,additonal cost of much obsole
plus
 

0 te infrcstrucItire in Ile rest of the citY.
 
But this is replacement, without growth. 

Second, we must calculate Igroth some 400,CO population 

up to 1935 at a present nvrc,-
7-'b'u t , .e . of- So n s , p r, rl .m1 , m.2. 4 "a , "M}r~ 

obout 47 Km 2 of additional urbanizaion, 'at tle basic cost ofmillion per Kin2 Do100 
, or a total of V-.7 billion (at 1973 price level). 
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Combining reconstruction and growth estimates: 

Reconstruction and replacement of facilities for the
pre-carthquoke city of 4C0,COO population 
 . . . 1$2.5 billion 

Growth to 1985, distributed mainly into the periphery . 1$4.7 billion 

Tot-al reconstruction and cro'.vth costs for a total
1985 population of 803,030 (+) population) • . .
 7.2 billion 

8,500 per capita 

These rough estimates give some idea of the magnitude of public and
 
Industrial capital ipvestment to be mode in ihe next decode, 
as a "fluid 

:u ubd to buting ao'cut saz'er cnd more efficient dcvelop

ment. More particularly only the "leading investments" in peripheral and
 

satellite development, 
 abcut C-330 million or 7% of the gross total of
 
0$4.7 billion, could set into motion a stron.3 trend of deconcentration.
 

This is an extremely advantcgeous planning c'pc.rtunity in Niccrauci's 

history, snce the tci l C,7'billion will hcve to be dc!p cycd in one
 

pallern or another, end since the rupid an cUf'!ctual invest..ent of this 

fluid stock is novw, in 1974 very dcl.,enont Upon mcden rcgic-nol dtsi(n 

and pro~granmmnin by government. 



It is also relevant to consider hich forces and p srposswould tend 
to "diIect thls fluid:toch. to a deconcentratedpattern: 

a. Concern tL-nn. responsible community leadership for the greatgeop.1Y."ical ha ards; 
b. General public preference for low building heightsdue to several reasons - the cart['ciua1-bil•y of elevaor residcncis or offices 

Plus: irnprac c
!u .to the mechanicalproblems and collestion of irmediate are'a POpulation andtraffic/, rccdrninance of outdczr coohing in the majoritylow-inccoe housholdsI hiclN child ratio p1nus uzed parsonsin the families, hlgh expe

and reouring th 
,eof mechanic.-l air conditioningentire dcptaion of the luilding desiCn'o 

air conditionj 
1n. 

c. The ad.enl, of large housin 9 prolectsinCome - boihl hich and low- using new e;xtensiv In;ousing crac,,;t rNs nrl$~s,,,n i r , n ,,'.crn ex.e-,,sv. ,
construction tCchniques. 

d. Extensiva P-ripncral hischway ne;korl< plus a growing busSys temn. 
e. Extcnsive nw p:itorns of waler,now sev.,er and electricily; withdcosions for rulliple sOLrccs of valer end electricitfsofegucirdi cinSj local cut-Otis in future e:1tIcuckes. 

to 

f. V/uk Progrcsnn on the tclc'p!io networh. 
g" Necessnri' d3cenluIi:,c:tl 

1)(.91111i:13 *.i lh 
on of the food ncarc_,t mo syste:n a main ne., cenaralreFrigcc.cion an.d stot:ca sysem, c. :rnt
 

syslcm of salelli,0 
an ,,. I to a
pu'blic markets, Planning nov, underway.

h. Immincnl decenroli.at ion of sIopping, which shows
evidence of mho\vinj ouh with th0 Iransp-rat ion nelwork.
 

http:decenroli.at
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i. The possbility of government office clu-;ers of related Ministries endagenices is vury signiificent ro;" new centers in the Manaijua periphery,in satelliteov.''s or in secondary cities. The old government faciliti-es 
were extremely inadequate. 

Morn.k:irily thie man.y offices of Ministries and cgences, and quasi

public tiencies such as FUNDE, Chamber of Industries, etc., are
 

scattered - but an entirely new poltern may bo 
seen emerging: 

Cluster a. Ministry of Agricullura and branches is clusteringcast of the airpoit where test fo:ms, airport and highway are
 
opthlmcl. 

Cluster b. Gcographlic Institute, Cocdastrcl Office, Inter
Anir~can Geo:odic Survev an- 'mfar
c' c r!cr, Lould be piaced in a ne.v pt!i:pheral cenier,
accessible to ohrport and highvway netwyork. 

Cluster c. Judicial end Nrtoi:olAsscmby buildincs, Executive
,leaucjrler. OfzIces, /.'n-iiirics of Fcreicm Afifairs, Goverment,

and Finance \would fcrin a
stircn-, cluster, including foreianembassies, Ic.:al ofiices, int rnc-ion:l trc-:c?,
orcanizations. i;i
isthe basic notional cluster tor a 

is 
new "central govcrnmentIplcza."
 

Cluster d. A "civil works" clu.Itr woulc ccmnrise the D*.:1 irtoNccicl, 
 y Pub'lic"/C'rks, \"cACi., SCwer, Elociricily,l..\c ...
ci ile oin er
and reln1cd , civil c ~ o;iicc-,. iis sf'onl.
intcrr:el. tcd :rcup nxxids a p rip:, ..l Iocc.lin \.'hli hirh rcb s
por :cion ccc.si-,iliy. 

Cluslc'. e. A "hi.U.man resources" cluster cn 1-e projclcd,
"ic'Tu'w;'1 inio.;i.s of Education, Ho lt, ELconomy, JNAIPS,

Census, etc. 
 These ore closely related inmcny ways for &ta,

plannhn., decision m.king and field opor aios.
 

All need o:collent cornunicnl ions, a ccrn puer celer, nd clo30 wo:kn 

contact amono.prof'o:ssmlnl peIsonrnel..
 

1 
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:Arrival of E~encral development programming, through theroconstructiorn nctivitles being organized in Distrito Nacional,and the funding Cootdination Unit under Ihe MOF. 
k, Substcntial role of AID and other donors in geographicallocation of rccon:truction loans. 
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Timelinoss of an Intensive Study of he Alternative Patterns 

.Ai this fluid moment in history, intensive review should be given to 

alternative patterns of urb^Vnizatkon, their cdvantages and disadvantages 

slated in cost-benefit terms. There is alrendy sufficient information avail

able on ihe regional economic and seismic eography;on living and working 

environrnonts, on costs of housing, commerce and indusiry; on the social 

structure, itch,.ngc, and ifs life styles; and on policy thinking in the 

GON agencies responsible for the key infrastructure and facilifies. The. 
LLC;.u w ouij nc*verv imr l,,fjr, .. !.... .'. u i......  c 

in AID, in 1he new Vice Minisfry of Urban Planning, and pe.rhaps in o,,er 

donors and agencics. Both the Vice Ministry and the OAS have made fi;t 
stalernents on ....
desirable region~il crns, 1an'..,,er isv rno -ng deconce'nfrailon. lhere 

is a latent recocqniltin among the various funcional plcnners, of the 
cardinul imlp.-rtanc of ""isn lacking richt n-'.., is-:conce;ntra~lon. \.I
 

on objective, ciu:n itetive and quali'lz i'.'o cdy.s of cco;ce:roti. 

For a preliminnry lc,., ca the al tern ti vcs , V.e .s',:,U!al re,0 Ok.- .1iM),116Hed 

lesional dislri'ut ions or Models for the period 1974 to 1935. Then we 

suggest some discriminating criteria and fiy to c.mpare hd lhrce mo..el,. 
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CoMparative Patterns of Reconstruction/Growth 

Any research on
of metropolit 'eslbl-styof deconcentration polic/must set up tarriet mod-sa n ev0oI:.m:ent, FS basis for, benefit-cost evalua tn. As on
IIlustrat;, ri, weI 's~ may p:5tulcte three basic models for 

-cs 
1985, 

vauton sa 
as follows:Model I. Growilh or Old Mnaaua 

V 

A 

Model . New Pejhral D ',izaton 

'NN All.~ 

Model p, - * . 

ModolII. P ~rcl Plus Scsi4lgt l 
..\', \'.. j,* 

trCl~.i. 

. *. 

./a 

,-:.';.'..........--..-.• 

A e 

.,.-" 

".a 



-----------------------------------------------------

Mock lI is mcinly a markef-di'ctated reconstruction of existing 

pr i:-;iy cnd intcrfticos, at higher buildinic dens'ty, plus normal scattered 

dev,:,'pmcnf in ii;: periphery. It assumes no change in past developrnct
 

pracliccs, and only minimal investment in public facilities in the perijAiery
 

or in satellite towns. 
 It would result in placing at least 250,000 more popuIc::icm 

within the Pista de Enlace (nv-Pass)for a total of 550,000; and 200,000 more 

population outside the By-Pass for a total suburban population of 300,000; both1 

areas tojc!ther totalling 850,000, and about 70 Km2 . Meanwhile, the slow 

growth of the satellite towns 2/would be unaffected and they would cro, 

to 170,.0VC in i9db, They would continue exporting young labor force to 

ManoguC. The averag,,. density of !and use in the Managua urban area would 

be 12,000 pcrsons por Km2  which is about 33% higher than it was' in 1972. 

.Modcel II 'would mrcximize the planning, public investments and growth 

on the Mancigua periphery, ais shown in the .cxiccin Plan. Using the 

same 1985 Icget popula-cn, a larger tot-!l uracrn arco of 100 Km2 Iould 

now have o si.naIller dcen:.iy of 8,500 F:,rsons p:.r K." S !.., ,s ,eein 

smc sizc m,ill h'del I. 

1/ The 'v- key SC.Letlil e sol llmqnV, ll wi hin 20 to 60Cenircl M.'anan-:uol (1) Tipi to " niniute:. ,of
C01110 1 i.n" 'i / i (2 Di _oS n i, :nil, Zoric, (2)Di c.r,,:
 

Jino1VP:! zone, (3) (, e
, (5) 
.zone. "heor tolol p.pulotiog, in .;7 .I 120, COO, uppro;:m,-Jiel y),
(depending on rural fringn consu:, variations). Their growth 
r-cs
 
.werC rrom .25 Io .50 of"ManaoucA's c:rov.,lh rale, because thelir
 
labor force was migraoling totm:u:'.
 

http:dcen:.iy
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Model I1 Would c. even further out and distribute investments and 

growth about equally between the Managua periphery and the satellites, 

so that each zone would receive about 275,CC0 added population 'by 1935, 

and iho avcrage densities would be about 8,500 persons per Ki 2 . But now 

tho Monagua urbanized area would be only 75 Km2 , while the satellites 

have grown io a tolal of 46 Km2 . 

Total 1985 population in urbcmn areas Would be the same in all the models -

Obout 1,030,000. 
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Gl~OWTHi TO 1985 
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Cr;itera
 
The oblecnv
 e comparison of these.olternative metropolitan patterns 
would proceed by applying certain bcsic crileria. While there would 
always remain latse uncertainties - particularly in public policy and 
administration .
this kind of exercise would clarify the choices for 

public policy. 

Criteria Possible Range of 
Ordinal Values 1/ Comprative EVaIuC~~ 

Model I. Model II. M,-,! IIIGeophyslcal Hazc"rd

lost Ccnlcc.ed Fp. 
 c<<pxure . -10

Medium " to a . - 5Least . , 0 

UrbanhzaltoncapitolCosts' 
Highrcst . . . . .. . . . -10Lowest . . . . . . . . = ) 

Urbanization o.-rct.cn.l costs

oJIC.st .
 = -10 to Lowest . . . 

. . . . 
. . . .. 
 0
 

Rol. Prochl,ctliv;,' or tr:'..

f'Ii j h c s . * . . .+ 1 0to LowOst 
* 

.... 
 .. . 0 

Wdsti, 
 i to rench 

ffF1~.-7T . .' . =+5to Lowestt .*a * * = 0a * 

M e.'. if'." • ..
 
Mo, I CfmleZLj to m-acjdy~ + 5Least anienable . . .. = -5 

uiSUpziolled by 't:vulli of c01.t.-eenc'it or cost-clci iveness analysis,•,fcosibl'. asSee follovj disu.: ion. 

http:Ccnlcc.ed
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Methods and Prolems in Applying these Criteria 

a. G'eophscclYSd Seilsmic and volcanic mappin, would show 

the historic earthquake and volcanic areas, by degrees and 
frequency coefficients. This would require some supplemental 
scientific work, but new basic research is emerging currently. 

With this mapping available, it would be possible to develop a 
discrete 'population hazard coefficient for each model, using Ihe 

map.; - - -,,, ,c'dt •....,,~u c .u 
i ~ r 

obvioJs enough ilat the second an-. Ihird modcls are safer, we 

need to ascertain how much safer, how significant is the differ
ence in fhe perccnt and severety of risk exposure. This COM
parcilive rating miht tkle into account the inproved technology 

for disuster mitigcticn - warning systems, in'd.PrCndent transpoi -

tatlion channels, street cnd hihv.ca ins, fire controllility 

by inepc.ndent waler loops and adcquato sources, etc. 



b. PublIC Ca * tal COV's toA ' Growth 

1ngesis lowest C iion1 1co trflolS' be use existingInfrastruclure, but % is necesscur) to determine how much 
improvernejicost is needed to handle the growlh in population 
density. Normally.the incrcmental building procers, by many
private owners, would favor th~s model for its laissez-faire simplicity . 
Permitting building density to rise would appi.-, to increase incOns to c.dnd 

owners. This model would seem to need lcest planning, regulation, 
government intervention or bureaucratic prolirerca ion. 

Model If represents norc lar d Planning and engineering of public
facilitios, and generally morn col:t and Odministration. It would 
vencrate morp publi- buildincs a "li'op,..rolions, in Ihe CxClnsive 
new territory. BuI it would thc.reby celliver more services, hlis 
Cost- ncqit rclutonslip neeCs to 17 siudi-d.
 
Model Iii 
 means unique efforls in economic Lose Plonnin, and 
invcstment (Morc lead time and frcn::fcrrijl 
substantially more main hiuh.cy and public lransit invc:rtrncnl; 
somewhat miore work on inrrasfiucture Sourcr.s of water and powcr;
ord cual or Ilosser cost of housing, where .arfial wlf-l~e11 may 

bO effective. Generally Is et of cal)itol investiienis ,)ay 
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C'cceed the ofther models, the lead time willbe ln0er, and the
idmn.inistraon more complex. Thls shoufd be flow-Charted In'the 

The intensivo review process should identify the comparIat,(. costsoF operalng services. MoUel I would apj-ea, to be least costly, asfhe higher urban density would util7 fewer and larqer public,facilities (public transportation, markets/ health and recreation 
rac'|lies) and Iherefore less proportional operating costs thaneither of i1e other modeIs. Comprngq thli mnodels Ih0 most 

h: :11-1 -.U 1cIS would appear to be maintenance of main streets,traffic management, spread of bus sorvice, fire and police service, 
recreation cnd sporls facilities, and public markets. Olher serviceswould sccrn 
 to b. Iczirly constant or incl"icrenr to the models.
Model I m11461 
 pr1-ent sc*ne opcral ng econogmies 
 cue to the now 

and ef lo i ofIciaias0f Opt lmua COV.CreC., wlile MoCd Iwould appear most Ilexpensie by requiring six service systems and 
SepCrate OPratingestablif,Incuts. 
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do EconomicProducyjt, ProductIVity ii both praate and publt 
secfor- be cl,,sely related to size :11d coicchton ofIVok 
force, rr erkds1 erjtfner. u s Ccrrrnrctis and mar! ts. 
Alonzo has shown that urban economic procuctivity 'vls7G, of rise wIth. , "r, y aron amci, o r;oeifr tke rise c.i -

and that urban size restriction for the purpose of cost savng would 
berpsecoProi af 

costebe a false economy. *ProduacivitycY in the Capitol rcglon's main
Industries and 9overnment functions should be examined, for ecich 
Catego-y. Even •governmrtl 1, t in creating new 

office clusters concerns work OUipUf. 
The key cuestion is how much 

/ 

more prcduci,.,c Mod!:.l I rni[,ht be 
than the others;and how much less produc:ive 'o4c.: Ill would Le. 
This may have to be ccnfinecldo slectccd indu3ric.s v.'licre inpuls 
and outpuls arc be Itr known. It moy olso Ibe useful to cxcm1C 
other Latin Arn.:rican ciies of e sifll. -'r' d cd 'ul 
nuclc'r.,Cd 1yj:,s, usir.0 simplce L :ic criferi:j such c.s IC.!vcluc 
adcled in prccucli ,n or services, ':l-r v.cOrlei; cncl clso " roul
 
Inconie per crpitc; then corrc..;.,; 
 h:l (Cofjyn".Iic i , ,
 
the ci!y s:c:. ncl the degree of c?.cenlrcli::i:ton 
 in th il;rn/.,rOl)I 

region. 

!/ %V.Alon::o The 1c'c.cnc 1*o:!-Pcp,,Vol. c,11:V-. ,~ .'V, 
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all rerid oF J-1b O'.'ortu:,ties
 

This triterion would hove several aplications 

- to the (mm diat 

period of conwhulJ-;on, and to the Jaer period of lobor redeploy
ment, 	 W eilc'mmon lobor is very nzfbflc, .ere ore effects upon 
fonlIYcomposition, and community composition, effecl:bolh in 
the old communiu;es and inthe new. These may be significanfly 

different from Model I to Modjl 11. 

F. Life Style Adccir,'ion. As in c. obove, ihere may be important 
social differences in tho three ,nodels. Based on the chancc*s and 
problernso, Zrvcd 	by kr . .4noc sJ •Uca,...
 
worklws, and evidence in recent surveys, itmoy be possible to 
find differences among the models in ferms of: 
(I) 	 WMotivation for Ircining, ,'/orl, adop,,cio, inducement 

to further job mcbi!ity, o: t 	 ef;fects; 
(2) 	 SC-j"r:atiol of generations; jelocoio f c,youth and
 

brecdwinncis;
 

(3) 	 Doioc inc,/re-- Icibl hi.:1 rzmily rooes; 
(4) 
 Lffccts upon Ihe taditionol "nd smoll loccl industric ; 
(5) 	 Suilaowle rc.id..nl il env'ronnent for new fomily foriolion 

and family rewopnsibi;lit.; 



(6) Physical proble~ms of higqher density urban housing onsmall children ard aged, living in upper floors, inhrgher traffic with less outdoor space, lack of rcfrEgerrtors,lack of family privacy. 

Althoush social factors are difficulf to measure on a precie sca 
cornparatl've ordinal ranking of the models should be attempted. 
First, accordirg to e06 criterion and tilen by sUjmMing the scores 
for each Modal. Ordinal ranking is an accepted procedure in 

social evaluation where mixed criteria are involved, and its 
Validity 'depends mainly upon careful definition of criteria and an 
adequate numer of obs'r.at;ons. 

http:obs'r.at


Should -hc Policy in Time f.on
 

Model I!to (Aodcl ill ? 
Although aiy large public capital investmenis have long time implicotions, 
it would be ci rnistake to rely upori i, dicle corditionsand objectivcs, 
such as used in Model I or 11, as being also suitable for a long tcrm
 
development policy. 
 Just as it vas necessary to concentrate first on the' 
vmerganc', housing and services, so it app,..ars necessary to Gl•cile,he 
future in sieges. The 1935 stang, as p.Ostulated by the Mexican conceplual 
plan, is loflcol only up to a point. One obvious limt is where the
 
soufhCaotern sali'!nt op.crojchcs the lrzr, -,.n,-bfile d' cru
 
volcuno loccted bctwecn Managuai and Mic.snya. But even before it is 
nece,-sary to build that for, an entirely new rc iional salient may opcen up,
such as the much s.
fer and more stratciic Norl;ocst salient. More 

particularly: 

a. Model I isso readily a'ilcblc (1hc city ha.,ing keon quickly 
replaced at hi,!kr densily after each d'e.' -ruclive c...rdiqual:e) 

that its own Suici.c!,l nln.::ncy must be circurnveniccl, by
 

lic ncnc. .i n
cwtruct on orf I II or III. 

b. Model i wvould be a large sic I) into a nzw cxtCnsk'e metro
polita1n forli, 
 hut requires qu ick-government planning and 
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investment to led vrowth away from the old city. yetcro
Inflerent, Iimitcltiorn mcyertainpa~d 

(3) t isCompnrativey r.-sOre Cxpernsive in transPortotion 

Ut i ~y retworks and comamunications; 
(2) Requirc~s more nft O 411e~ih u l~and £0fvicc,.; Pemnni 

e a ii;w nevp 
(3) Present, a dang~er OF ovorduring 

b dil boomn; suburbanuOorarat 

Grow;n(4) 
9 in a direction Of vOlcanic hlaz'ard. 

c. 'Model 111 mnay br-cornIe attractive. in the not too Ctsc f fj) oy (fI~ 

I9Uo18,when certain eveltIps occur in the~ r-~~fj
Satellite citIc-'s. Consider for e'Xe-,-nple, fhC 19PO scenario for 

iic,SthC filI-)(-on llto salioraI, localted 0-1i[mNE fro;)l file 
/viti nc, n;~ nc,;o~ cI Airport:
 

() 
 The P hiArn-vriCcI,ai 

pio 
 c f:;

Clwnlhcj en 
IS n. ro4 

ilef~d'~ic~I currentcarrying h.~ ;F; in:cjl 
NnI,;ifor file firsct Iime',an~d turnitpirp 

irt.:C~unt P"s rn:-jor rood jul on;- 0n F110 
ffl 

(2) M-011-19L, 0 i~CleanlJ U;(1firocis I:; i1- I~~!
1 . 1f n0 (1";),~""11rim, ck-idOer andnear Ijf 'n1tl hir ld;, alo ic oth rxtlr; Cc.~ "I'dc3vc;. tCU0cmnd ILIJOiih buili crc rd qeol)1),iCoI!>' safer;

(-) 50 AC-mi;ln; bc~ro11losP a c;Lr-%ict). nxi 1 roa dJ'ui cti6 n,1 wb,,11l im, road coiles aCcross Ile nrhof Loa 
 k~)C
1 U0 
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(4) Stone, gjravcl and buid;idng mter;el industriesnc,ease or..rctions in ie mountains north cf San IenitoOhe only'good source) to serve the Managua reconstruction, possibly 	with a railroad e'<fension; 
(5) The between -,:Cs T ipilc;,p 

and cI 303 Km C 
River info Luce Nicaraqa 

i mede avc:i.c-blo for industrialshiping aril. (liven p a.cilic rozd service from 	 the 
Ponlercon 
 y; -r Ie,.vm 

(6) A ne, suppin1nra1 elctri. plant m;~jTiped	 b, l0 l,wL.re process water is rcail 	 r
available,located on the hydroelectric main line,
anld the souWh.rn group of sotell itc 
to serve Managua
 

c t ies; 
(7) The cool an,: scenic hi.if,:, terrain 1)'nnorlh of Son 	 extensively . o ..
becc ot rcsici:nticl01i0. ecrc ~iiu ..c7 


€,
earthqua!:es c,.J volcanos; 
! 	

,, 

(8) 	 National overnment-field effice5 anJ inslifutions moveup the norli salient to Sc8n Iterito and Setcjco.
 

Aside~ eo~.ap~iccwoth
As~ frm sch0- arn lCI"OE,'P1c o~n~n.tioisv.'hlcnsjrowilh combincitions seem inevilc!)le,'
 
thm ntensve re\'c,v should lco! further into the Pzrtculc r reconslrc;cn 

industry (itfnt~a1scf advance to satellite Co.111niific.s Nhich arelovotecI clo:c to /..Aanc1:ua It is possible to i.C.:ni ify nL ,er C.""cc:',.,

reCOnhi11ructio IfXth!.uocs Vl
hi::h must b[ nz'ar. /%Ar.nauci v.'ilhn short
dellvr.ry distance, . in lanld cost, rcej1*uiiln natural resources and 
reliable labor, such as: 

Wood products, Prefob;rccIC,luildnij ccnnponents, 
'wiclo~ws, ct~ori, etc, 

http:dellvr.ry
http:souWh.rn


Tile# "ceramic, mosuic anid storic products; 

Plaster,~p#a a d a or ~~~ industries; 

Point., glue and Similar products; 

Fibre, fibrebo,-rd and hc?,- C insulattij0 i androii, 
Rteel and othei metal sections; 

Buildino equipmcnt and tols 

Furniture and fixurcs, {r; 

Hardware, tabjlewarLe conoinmrs; 

Truck bodies, bus bodies;
 

Tv' cuvmr crof 
Cind al., 

The feasibiity> tcst for' indusirjcs- in thesc, scitcllife Ciies m.1'!, cojsjK
aCapita /O u tp u1. 

Cr 
Ic cl on co mn-ir>)' pu,,m' Zmd 1~vo..4:\~~ 

roquired ?*n soy Moyrefaii%,C! to the Cv.;'r~,iu~j :u. 
Mam ovnta. W thiS indr %orcd 1y c ra'.ocL~volucs as 

0:c: 
or (ncre oin lvlanr m ci, fil irZLS''y! 

~ ~.s l1 .'u IL N-nl i:-;'he SPVChl ntr . c m;!U'OiC of fzsci 1:cI~ ~eV ur':
 

Prosp CfS Should r'ogaCj
 

It Should be poi,;,kcd 0:j, that t8h1V.orld D~:111! und file Ai'j',1 Of [C'*cf1.'V 
are look.ing into ihec :irdustri,1 volentil of tC11c end c:'Ciieks. UcondocryAlso, an OAS teamn of rccfional Ccr* 1 I sI':~SdICC tll todo 
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further wor. ool g19Ihis lino, during the coming year. These missions couldexpedite the onalysis of tMode Ill, if the AID would specify the questions 
and work wih !hem. 
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A broad com-Wlin of instruments wvould be. needed to offCO t he'substcilio 
Chang~es in historic fronds, on ordar to achic%.( a, dcocenfroicn ModJA Ii 

.by 1985 or/and 63;j 
on Model III for the Ionrccr futurc.' 
 Th050 instrumfen,,s
w11uld Lboor upon~ the Size, typ anld locat ion of urocan infra~rructu,.e and 

Construction. 

3. A p1cnerdl 
 Land We Plan, is ncec,'zd for foPariph-Ory, 
vlit! target
dotn of )9v51 pouan 

1 cfa oi L~ice 
Of self-cont

1 ccr~o 

01110d major public rc~Ilit;c-s (:,,)( subst anjhl i!-orc
of required indusicial empjoy.,101ll 
 in small c:,cIid ght ,nur-

It Is important -here to distjInc;,;.,; 
1 his L~dUePa icmc
 
of detailed P:roijct plans for pujlic facul';.-s - cornc, clcnq latcr
 
and more fraSMcnh111o 
 in execut icn, and %-Ihi wvould no4ct 
a collectijo Enlf'Ler-CO 50011 CPO.3Uc' to S/~;i~Iieo ~'tcj 
into file p~rip'iory. Alorcovcr, lluse proi.,CIS %vouldu'1..Ijclc~ 
reqIirc, Ole assuronrc of miutucil SIpw n~lclIn,.
 

the cissurailco of an efficial land,, u:.,, plaIt. 
 1,) !111 t, a jlnd
 
USO p)lli '.'oulcl be' the-L 
 first in-trunicntt to thfrondlc.. 
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•for periphcral investmr'ts of all sorts, public and private. 

2. 	 Government should acquire lar;e bleclcs of cnd at locationindicated 
.h.n Land U:o P oe 	 fcommuni including space
for ccnmeic;al and Iight induslrial development to be leased or 

sold to private enterprise. I/ 

3. Government should acquire andin lrnajor corridors, of seismic 
fault zones, liohway routes, woler and sewer major installations, 
flood drainoge courses, park and recreation aCeas, etc. Actually 
the most strategic zones and corrkdors would Le multiple uxc. 
JCCis'fo* such purposes. Only lhn. land use plan could idcniFy 

h, c't-'Oncc of , numerous ;--o e 
t' , i, s 'or I ae 'c ii i i 5s.
 

4, Governmvnt should accuire land rlc-
 aeousinc r:.- -cs 
of low 1o medium income range - without re.:crd to detailed 
project plans. The gros amount and locations of rcsicdcnfml 
devlop:ncnt will be Itnown from Il land usc ilon. BAVIN!C 

--- ---;

I./ Sec Al:p.p.ncd x iA o or -in lhc.:!/,. __,:' 	 C.....
 

n :-
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already las be9un a land-bdnklng op-ration - but it isnarrowly
Constrained to the low income housing and tile Funds becoming
availoble far projects. Under the MoJdel I and Ill. the irnclh
larger growyI prospects of a doubled Population would dictate 
advance land acquisilion V/nile land p:ices are lo,,, in theperiphery and in the scaielie iowns. This land could be conve)yed

to public antd private bodies for low and medium Illcome housina. 

5. Land for industrial . t cr's rpr ind I........... o
s =.1 nd, .r coop -rative; should 
be acquired, at strategic Iocations in the Managuci p2riphery 

and in satellite I 
la ihis acquisitionI it maY be pJss~blc 
 to coordinacj 
 lihe resourc_..s

of government v.'li ndustrial develoc..it grcups and agencies. 

6. Land should bo cc cuircd accorIdilg to IL land ue pkIdn for lar.:..2Oernment ar:ld c.',as'-,-.,.i . 
sJ -. : *l il. .:-r- "-in....i,, ic.:/A,!ansr/. 

field offices; unimvrsly ['rcnches; hicil c:rf.c5; ... "ntlacgriculur-UM cnd fo;est : r,; lc:l:c Iim 'eff 'c:tionol :;,rio: ¢'rcunJLIe M ncc;ua in Cnllci;r:"ior of 1he fulur rcco,el), ofr/:c:':lc. 
water, and (l!o lc e and par stcs elsewhere 

t, iI is c)is sl li 
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region; airport expansion and hazard protection zones; future 

water-supply reservoirs and their stream basins; etc. 

7. In order to undertake land acquisition, development, leasing rjnd 

sale on this scule, it is necessary to form en adequate Land Offico 

of the Distrito I-,lacional and tie into it ihe land acqusiion programs 

of ! e functionol agencies. DN will be in the strategic position 

of drawing up lhe land use plan and many project plans for 

municipol services. 

8. After land acquisition, it is possible to indicate priorities in 

specif'ic projectoramulan..tion leans, AID lons and construction: 

U hCio lc r I" c .:.'' *, -.. , 
. 

tkl ;V Vf-;VI 
- . l. .j 


areas where Icrc:e ,locl-s of hcl
U pJ 

1 5inn unnd public fc.cilities
is possible - Ihis mi r's nz lc . -",n o ' r
oxienslon butj J,: ;:,,; ; c;ic~ c::i . r,r~a,,:':) ,,;t~ ::;he .- - nce 10 
comrn ku, 
 rlifs 0.: lc:ir-: ': 

b. IndulsIrial f,cilil ies at p!uTnm.d locviio slIiglh'l,y cc;,,.'ra frc:n-cl.. I-rl; r', 
, cl%**O> theUrL~in v , oJ c , s.r-::ce
 

isd Cil!.,!,.,ojiC ; c!:4,i c,.and t d C' -Ihe b:uihi::: nalerials *K':tiwi U:-:;.,!oieS , co:':';elo pizIO.iuc. 
h ldvs I rif. , ui I .. )7 "C!. I : -0 i) •.'i V;,!" .i S , cI C.; i ir 
w°lic'hcu nd sklaos.. yc Id:.. 



AID ,LonPoMlcy for Dcconcentrat.ion 

If deconcentraton iriifave by the Governmerif is 1o develop quickly 
ouough to ,wihg the tide of investments into Model It, AID and other 
donors would have Io encourage this with soe changes in their own 
procedure for select in, and qualifying lctns. The new dcnor policy would 
hove to be gcorop;h.ry se-lc,,... would hove to endorsce lc;nd use 
la ; allo,,a for or inuhinfe rrok..c' involving severcl func

tional GON agcncii. 

This mcans some acmrini rative adupfapion. Nicor ;qucn ln/ --.nc
 
coordin-.,c, 
 h'as alrCady appearcd il iKl IvlOf'5 Cc-:&,!;:.. .::! 
Implementction Office. 
 Fcr physiccl plannlin ihere is nov :.c:mic.iing a
 
Vice Minisry for Uit.:n Planning. /%n.J ,.ere is undcr coUn.sicUU lion a
 

strong Budet rcorc::Tno.-3 op::r.tion to Lccome 
r:rt of the Dis-rilo 

Naclonal. 

Along with he., policies cmd oronkfizclionl AI) cculk! w!op: , rlo.,,,,
 
in0 nov., ccc. 
 i-. o; To:3n criicri: 

l. B sic.lly t-,,.-it.8 Pcr*.'o;i,° 13 '.: ,
;:*,",'r,,i::z'moz:'ffcc-;1 ?cenn (!

as ihc Pisk, de En!c.C1 (,'yT-Pass,). 

http:gcorop;h.ry


b. Its leverago
examleO . 

valuG for other deconcentrato-n I..tr.-ia whoesaln. food market to be located in the 
Naon investments,m 

POip!hory, critical h ;@iwoy Segmonts, e c: t
C. Its effect upon now employment

satellites, example: 
locations in the pertphery ora small industry park or inFrstructure,'bus or trucl:ing termilal for small industry. 
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An Initial Cotalog of Erf'.ctlve Projects for Dconcentration 

The following example project selectons illustrate the application ofthese criteria. In order to locale these projects for the reader, we referto the following sketh maps. The given costs are gross, and assume fundstroms all sources, - not solely from AID. This gives an idea of magnitudeof the strategic land cnd lmprovements in a peripteral policy, i.e. Mod& II. 

.Hbghwac,>s -
Of prime importance for drawing development into the
 
'Periphery. 
 In order to serve the 1985 crea illustrated in
 
the Mexican Plan, 
 the total mPJer C,1arimnc hicwa
land and construction (not local streets) outsdice the Pista
 
do Enlace (By-Pass) wvould be appox 120 lKmn(lhii.al),

235 million. 
at 

Bu the moSt stiaateglC 1st priorityscmegnts
of this system would be approx. 56 Ki L., 
 at a cost of 144 million 

S.a!tcirX, So %vy.rs
Next to hYlwc:ays in imi.oIance, sanitcary Soweis 
 Sorve
 
modernf e-l0nsiva 6 usine1 projects,o \'.w'hich cannot be 
built on local ground disi, 5.l systems." Sofitary S"WOIs 

aro Inhorently very c×xatnslve, because.of the off.-site 

http:because.of


rfuirewments for major UtfalI lines and treatment/ 
disposal CapOcity many kilomneters away. Here we estimate 
only the requirerants in the periphery, outolde the By-Pass, 
Up to the year 1935, which total approx. 140 Km L., of the 
system at 1 4 0 Mii!ion. The strategic segments for decon
centration would be approx. 85 Km L., at a cost of .25 

milliol 

Water System
Of equal importance for large-scale construction of housing, 
industry and commerce, would be the main line system .of 

Water lines, new water sources end storage tanks, plus
lateral distribution lines. This is all essentially outside the 
By-Pass, to serve the Model II area of 1985 development. 
The gross cost would.be 85 million, but Model II portions 
of greatest initial value for deconcentration would be approx. 63 Knm L., at a cost of . . . . 1 19rillion 

Storm Draina,-c 
In order to clear certain areas for large scale building and 
Insure ih efficen1cy of streets and sanitory sewers during 
rainy seasons, Ilia total storm drainage needed for the 1985 

Periphery, outid. Iha By-Pass, would be approx. 70 Km L., 



at approx. C$39 million. First priority seoments might
 
be 30 Kin i., al a cost of . •
. . . 15 Million 

Land for .'tilti-Purpo:eCenters nd Government Clusters
 

The Governrnen1 Clustcrs described on p. 
 13 a, plus 
facilifies such as mcrkets, commercial centers, trans
portations, all recvire community centr-! I nd, and can 
therefore be expzditod by advance accuisition of well
locofed multi-purpose slics. 
 Approximaollon of total 

communify center land for the 1985 periphcry rancges
 
from 300 to 400 I-a. 
 This would be located in four or 
fivo conters. The strategic land Iocations should all be 
selected early, plannod and inproved by .;overnmcrnf, a 
convenience for all subsequcnt public an3 privc-t build-
Ing. If not accuired ecrly, iho optimum locations will
 

be lost, Cand tC ' !. 0 !e
 . . ll
scolerc,:I 

in,,
 

focatiow,. A Vlminqi liot 200 Ia., or 1I,.I" 6f fhe m1LIjor 
sites wore bougiht imeniccdictely, at a cost of p.:!r %Ora 2 72 Million 
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MarkeIs 
A new metropnlitan food distribution center For whole
salln2, rcfricNrOt;on, storage, grading belongs in the 
Periphery, and is eslimated to cost, sorno C 12.million 
(Using land in the Contcr), Additionolly, 10 local 
food markets are needed for the 19%5Pripiery, at a 
cost of approx. ( 5 million. First priority investment 
would be in tho complele fcod distribuLion center, pilussome 5 local market sites Canl assume 3 completed, total cost . * 15 million 

Bus Termnls 
Since the fenfir urbal0 OConorny> relies on lha.. busing 
of labor, sh.ip,.s, school chiildren and cill social 
frips beCyon i .iking dMc~rce, an teffictol bus 
System Would cea bLu.ic ncccssity to acli.: vce Iih 
Model II. A first estirmate!for Model If would be 
15 standard o;r-',rcet tcnni.:nals ,'tl shellr 

office and bus r.c.vic iaciliLtO.s a,.5 ilion ech 

for land and buijinj, plus 15 minor pick -up 
uulions aloncl the, rC".,tes at .15 million ccc.i; a 

fh lnl (i , 10 Iillion fo: ia''iLa' i I. 
prhlu It>y nicl! lIc, hl * IhIrQ Iuu:in-:l. . " ." " : S 1111mill : 



',43.. 

BusesThe extreme overloaded condition and Poor rnecha nca|
condition of th 0present bus stock, reflects fle low 

addition of eCuip.-n-nt durin te post year and the poor
condition of rocn',jd and wide ranging dam.nds into outfyitnq barrios. It would be critical for c!ccorncentration 

policy to achieve the irnprovc.,nt of lhis rolling soCk.
Since these are rocovcray!, furnds throur h fare nCCnm
the initial funding would simply speed up the develop

mont of Model, II and Ill. SaY Some 50 buses at approx . .10mlli
 

f,cciC2tio);lCenfcrs
This is one of the rmost negleccie focili;ij-.s, and m6st
essenki,! for a Mcsjc 
 II IpOpulati;o
n dis., 1; Using


some of the a OVe CoM-munity canto, 
 land!s, plus fault 
zones and drcin:1:0 zones, 'i would be possible to
 
Provide rocrealic ccnters within walldn i,dlfcnce for
the majority of >'utr 
 and yo'Jun c:dults in Iho periphiery.


This would mean scx.:
10 to 15 centers by 1935. Scy halfin'llh near future, it a cost of s%jf land plus"improvem ents,,folf 


l I 6 . ** 
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Multipurpose Health and.Soclal Service Centers 

A severe *necessity for low-4ncome people, and an induce

mont to move into now peripheral housing away from their 

old cerf'al fiomily IocatLon, is the multi-purpose health 

and social service'center. The entire peripheral population 

of 1935 would require 20 to 30 such centers; but immediate 

future requirements micht.bc set at 5 centers, at a cost 
of 1 .5 million each . .. . . . 2.5 million 

ThchnicalI-Voca tiona !Schools 

Overdue on Ihe education scone in Nicarcoua, such 

schools would fill the important role of upgrading the 

labor force from its very low fnitial schooling, to reach 

the opportunities for trades and services in the recon

struction program. At the beginning, f-J.r such schools, 

Including equipment, at c$1.0 million each . . . 4.0 millic.:n 

lasic ElcrmenIry Schools 

Assumed to be provided in tho existing funding progrom. 
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Essential Public Duiidinao
 
Various Administrative Offices, Fire Stations,
 
Police Stat'ons, Post Offices, Telephone Exchanges,
 
Libraries and Social Clubs, 
 Plazas and Church Sites 

ore necessary 1o achieve rapid POpulation shifting
 
and construction of a Model 
 II or Ill. The total
 
requirements for a 
1585 incremcnt of some 450oo00 
would be 1 3 0 nillion. The first one fourth of the
 
slate cf facilities to be built in the first three years

might be estimated at . 

." " ". 
7.55 illion 

_Aids toSmall Industrv
 
Given the historically hligh proportion of labor force,
 
approaching 203, t enCjcgced in small indutries, 
and artesan
 
trades and thoir cWlty 1o produce the many malerials of
 
reconstruction, 
 it will be essenlial to provide small off'ice 

spaces lease uiljin.,s and ,arelouscs ac:optcd to these 

*groups. These might b roughly estimatcdc cl C.4 millicon 
each; one located in cecih of Ihe six.initial ccmrunity
 
centers, 
 at a total cost of . * " " " • $3 rnill ion 

TOTAL of first priority [r::,blic land and fcilifids 
for deconcentrot-on, Mdof Il . . ... : - . 1 
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1. Introduction
 

The earthquake that destroyed Managua's comercial center and
 

seriously damaged 
 sane of its residential areas had serious effects 

on the country's national income, employment, the government's fiscal 

situation and the living standard of Managua's population. Fortunately, 

the destructive impact of the earthquake on the economy was mitigated 

to a considerable extent by a andstrong demand favorable prices for
 

Nicaragua's primary exports, 
 a substantial inflow of reinsurance pay
ments from abroad, timely and substantial foreign assistance 
from
 

AID and the inturnational organizations, emergency tax measures taken
 

by the government of Nicaragua 
 to sustain its revenues and, after
 

the first quarter, a significant increase 
in government expenditures.
 

These developments were instrumental in inducing a 
sharp upsurge in 
construction activity in the latter part of the year, which together 

with favorable prices for the country's export products, helped cushion 

the impact of the earthquake on income and employment.
 

The year was not 
without its problems. Government expenditures
 

declined 
sharply during the first quarter; very little construction 

activity took place during the first three months of the year, and 

another two to three nhonths of work were lost in the summer through 

two crippling strikes. 
 Ihe country's national income in 1973 was 

still suffering orm sane of the after-effects of the 1972 drought.
 

Most important of all, there occurred a sharp rise in the cost-of

king, which the Central Bank estimates at about 30%.
 



2. Government Revenues, 1973  75
 

The government expected a sharp decline in its current revenues 
as. a result cf the earthquake, 

exports of primary products, 

particularly in the area of income 
and property taxes. It decided, therefore, to impose a number of 
emergency measures including a 10% tax on 

a special withholding tax on the salary of public employees (equal to 
one month's earnings per year), the suspension ,ftax exemptions 
granted to all public agencies, and expansion of the tax base for 

the 5% general sales tax. 

Contrary to all expectations, the decline in tax collections 
failed to materialize. As shown in Table 1, all traditional taxes, 
including income taxes, held their own. 
 Import taxes increased subs
tantially as the result of the sharp increase in imports that 
 occurred
 

in the latter part of the year, while the special export taxes and 
the payroll contribution of public employees contributed a substantial 
windfall. As a 
result, total central government current 
revenues
 
increased fromr some $644 million in 1972 to $929 million in 1973, or 
by 44% (Table 1). Projections of current revenues for 1974 and 1975
 
are presented in Table 2. Note that total current revenues 
are
 
projected to increase from C$929 million in 1973 to C$1155 million
 

in 1974, or by 241/.
 

Some uncertainty ith regard to revenues prevails for 1975 aiid 76 
since no decree on official pronouncement has been issued with respect 



Table 1 

Nicaragua: Central Government Revenues 

(Millions of Cordobas) 

1972 1973 

Direct Taxes 
 132.7 136.6
 

Income 71.2 72.7
Personal 	 P.Ope.L Ly 18.0 17.4
 
Real Property 
 35.7 33.1
 
Other 
 7.8 13.4
 

Indirect Taxes 
 511.4 792.8
 
I/  
Imports 163.5 227.3
 

Exports 
 4.7 131.3
Consumption and Production 
 305.9 337.1
 

Non Tax Revenue, Current Transfers
 
Earmarked Taxes and Other Revenue 
 37.3 97.1
 

Total Ordinary Revenues 
 644.1 929.4
 
lMumm= 

1/ Includes 30% tax on raw materials.
 

Source: 	 For 1972, Banco Central de Nicaragua, Boletin Semestral,
 
Enero-Junio, 1973.
 

For 1973, Ministerio de Hacienda y Credito Ptblico,

Memorandum del Lic. Ruben Garcia, Director General del
 
Presupuesto, March 11, 1974.
 



-6-

Table 2 

Current 	Revenue Projections of Centrhl 
Coverment, 1973 - 1976 
(141lliam of Cordobas ) 

1972 	 1973 1974 1975 1976
 

1. Income Tax 
 71.2 	 72.7 86.5 92.5 98.9
2. Real Estate Tax 85.7 33.1 37.0 38.4 40.3
 
3. Pareonal Property Tax 18.0 17.4 20.4 21.8 23.4
 
4. Gift 	and Inheritance 7 2.0 2.3 2.5 2.8

5. Real 	Etat6 Transcerst7"8 5.6 6.2 6.7 7.2 
6. Vehicle Ruootration -- 5.8 6.0 7.2 7.5 

2.7 136. =9 169.1. 180.1 

. Ex'port Txce:.. 	 7 101. 3 151.6 152./ 152. J1/
9. Total1 F ;ra.j-. C'AWerceM-. 7797.0 

10. 	 Taxe.- on Consuiaptioi o 
Pro4uction and on 
Juridical Traaoactj. 6_ . 337.1 <22.0 44,9.6 77.6 

11. 	Total Tax Revenues 6)6.3 232.3 1046.2 1131.1 1224.2 

12. Non 	Tax Revenues 32.5 37.- 78.7 38.1 1.7
 
13. 	 Earmarked Taxes = I T 
14. 	 Special Receipts & 

Current 'rans2. 55.,- 25.6 5.4 5.82/ 


15. 	Current Revenues-Tot. 644.1 929.4 3155.3 1180.0 1277.3
 

/Asswnes that export tax colections will not be permitted to drop.

'ey 1i1 either be extended or other frleasurec will be adopted to ta;:e

their place.
 

a2/Represents grant:3 (e.g. Las Americas) wich will drop of sharply
after 1974, and the emergency payroll tax which disappears in 1975.
 

Source: For 1972, see Table 1. For 1973-76 we used the projections of the 
M -sIry(Memorandum by Lic. Ruben Carcfa, Ministerio de Hacienda y Crsito

Pdblico, March 11, 1974_, except for iteni No. 8 2or 1975), .or all items 
except import tax collections. This latte; item was clearly underestimateJ. 
We have proCe-ted import tax collections on the assumption that they Would 
increase in proportion to the total value of imports shown in Table 10. 
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to the mergoncy export taxes. These are scheduled to expire at the 
end of 1974. Our latest infcrmation is that the export tax vil be 
extended through 1975s and that a tax reform program win be proposed 
before the nd of 1974. In projecting revenues for 1975, and 1976 
in Table 2, we have assumed that the Goverment win, as a minimum, 
continue to collect the 1974 yield of the export tax (estimated at
 
C$152 million) through 1976. 
 On the basis of this assumption and
 
the other projections made by the Budget Office, 
 we have arrived at
 
a revanue projection of C$1180 
 million :or 1975 and of C$1277 million 
in 1976. It is clear that if the Goverment should pernit the export 
tax to expire without any reform to take its place, revenues would
 

decline sharply in 1975.
 
Pressures against the export tax have already furced 
 the govern. 

mat to comprownise. Instead of applying the 10 rate to the value
 
of all primary exports, the government is 
 in fact applying a 10 tay. 
to the much lower prices of primary products that prevailed in mid 
1973. Thus, in the case of cotton, the tax is based on the value of 
$80 per quintai, which compares with an open market price of some 
$70 at present. Similar conditions prevail for other commodities. 
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3. Central Government Expenditures in1973 and Outlook for 1974
 

During the first quarter of 1973, the govermient followed a very 
cautious policy with respect to expenditures as it concentrated its at
tention on emeYencyieoasures to restore order and provide emergency 

food., shelter and medical attention to the earthquake victims. All
 
other central government activities came 
 to an almost complete stand

still except for the continued payment of salaries of the permanent 
staff. This is reflected in the first quarter expenditure figures 

(Table 3) whch show a 34% decline in comparison with the first
 

quarter of 1972. 
 In June, the central government transferred 091
 
million to autonomous institutions and public enterprises to enable
 
them to undertake a number of reconstruction projects authorized in 
the revised budget. From then on, central government expenditures
 

were significantly higher than for the 
same period in 1972. For the
 
year as a whole, 
 total central government expenditures came to 01..50
 
million, compared with $906 million in 
 1972, an increase of 27% 

(Table 3). 

A projection of total central government expenditure (current
 

plus capital) in accordance with the 1974 budget is presented in
 

Table 4. Note the sharp increase scheduled for both real and finan
cial investment in 1974. Total capital spending is budgeted to rise 

from 0527 million to 0880 million. The large 1974 capital budget 

will be financed from theprojected surplus in the current budget 

(0325 million), and from foreign borrowing ($592 million): / 

,Of 
 which 413 million is to be borrowed abroad in 1974, and a79million was borroweJ. abroad (but not utilized) in 1973. See Table 4,
Bection G. 
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Table 3 
Total Expenditures of Central Government 

(Current olus capital) 

(Millions of Cordobas) 

1973
1972 %Change 
1st Quarter 
 168.2 
 111.5 -34% 
2nd Quarter 
 171.9 
 298.0 
 +73%
 
3rd Quarter 
 174.9 
 221.5 
 +27Y
 
4th Quarter 
 391.1 
 519.0 
 +33%
 
Total 
 906.1 
 1150.0 
 +27%
 

Source: Ministry of Finance and Central Bank.
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Table 4
 

Nicaragua: 
 Projection of Expenditures, Revenues and
Surplus or Deficit in the Current Account of the Central Govern
ment, 1973 - 1975 (Millions of Cordobas)
 

1971 1972 Projected
1973 1974 
 1975 .1976
 
A. Current Revenues-/ 
 644.1 644.1 929.4 
 1155.3 1180.0 1277
 
B. Clarrent Expendituires 508.8 
 518.7 622.5 830.5 
 854.6 919
Consumption Expenditures3-8.8 
 383.3 456. 5o7.8 609--8 661
Salaries 
 278.-7 -279.2329.7 
 Y 4158 449
 

Purchase Goods &
Services 
 105.1 104.1 
 126.3 187.2 
 193.0 212
Interest on Public Debt 
18.3 37.7 
 64.2 86.5 97.4 
 100
Current Transfers 
 106.7 97.7 
 102.3 176.2 148.4 
 158
 

C. A-B Balance in Current
 
Budget 
 135.3 125.4 306.9 324.8 325.4 358
 

D. Capita Expenditures 317.3 387.4 527.5 879.9
Real Inv.stmcrt-7 6. 115.2 121.7 2Machinery & Equipment 5.5 -Th 33.8 -

Construction Ptlblic

Works & Other-, 131.3 105.1 
 87.9 293.0


Financial Invsntmen 
Plus

Indirect Investment]/ 141.9 225.4 329.8 
 471.4
 
Amortization on Public
 
Debt 
 38.6 46.8 
 76.0 83.4
 

E. Total Expenditures (B+D)826.1 
 906.1 1150.0 1710.4
 

F. Total Loans e,.Resources 
tobe Obtinicdt bvGuvernmont
 
to Finan(ce Inves:uiient-

Plan (C-DT 182.0(-)262.0(-)220.6(-) 555.1(-)
 

G. Total Sources of"Fends 170.3 263.6" 437.6 622.7
 
Debt to INSS --- -- 3

Internal. !3orrowintA 57.3 21.3 17.04/ 30.3
12.3 165.0/-
Borrowing fron Abroad 113.0 230.0 255.6 
 413.2

Other (External Borrowing
 
Carried Over From
 
Previous Year) 


179.2
 

H. Surplus (+)Deficit (-)
(G-F) 
 11.7(-) 1.6(+)2l7.0(+) 67.6(+) 

See footnotes on following page.
 



Footnotes and Source Table4 
I/ Includes earmarked taxes 
and special receipts for 1975-76. We
assumed that the Government would maintain the export tax or replace
it by a tax reform yielding the same revenues.
nation of the basis For a detailed explafor the Central Government revenue projections,see Table 2 of Joel's report (Annex.).
 
2/ Real investment refers to investment undertaken directly by the
Central Governnmt; financial and indirect investment referb to loans
to the private sector and to funds transferred by the Central Government to public enterprises or autonmouis institutions to help themcarryowt their investment programs.
 
3/ "Other" refers to services connected with the investment program,
such as the cost of feasibility studies.
 
4/ Includes C$130 million in credits from the Central Bank to the
Central Government to finance a number of reconstruction projects.
 

Source: For-1971-73, actual data; for 1974, approved budget for all
items except the projection of import duties collections.
are running far ahead The latterof the amount anticipated,conform and wereto the import projection in the 
raised to 

for 1975-76, current balance of payments (Tablerevenue projections are 4);
except by the Ministry of Finance,that we did assume maintenance of the export tax, an assumptionnot made in the Ministry of Finance projection.projections and we increased theof import duty collections.jections for 1975-76 The current expendit j&.e-pzrare by the National Planning orrice. 
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As f1ar as the accounts of the Central Governments are concerned. 

Only the current budget could be projected at this stage. Projections 

of the capital budget are not available. At present, a Coordinating 

Comittee consisting of representatives of the Ministries of Economy, 

Financep Urban Planning, the National Planning Office and the 

Central Dank, are develuping capital expenditure projections for
 

the consolidated public sector over 1975-79, 
 but the task will
 

not be completed for some time. Very tentative projections of the
 

capital budget and of the major 
sources nf financing were provided
 

in Table 4 oZ the Economic Analysis Section of the loan paper (see
 

Section 4 part 7).
 

4. National Income 

The year 1973 turned out to be much beter than was expected 

in the aftermath of the earthquake. The original estimate of the 

Central Bank called Zor a drop off 45 in the current Gross Domestic 

Product in comparison with 1972 as a combined result of the 1972 

drought and the earthquake. The Bankt's current preliminary estimate 

indicates a 2.4% increase in the real 1973 CDP. The breakdown o7 

the Gross Dome3tic Product by sector o2 origin and final expenditures 

is presented in Tables 5 and 6. Declines occurred in livestock 

(down by 8% as a result of the drought), in housing (down by 26%) 

and utilities (down by 10%). The most inportant growth sectors 

I/ All changes cited here are in real terms, i.e. in terms of 
constant 1958 8ordobas.
 



Table 5 
Gross Domestic Product
 

(Millions of 1958 Cordobas)
 

Gross Domestic Product by

Sector of Origin 


Primary Sector 

Agriculture 

LivestockForestry 
Hunting & Fishing. 


Secondary Sector 


Industry

Construction 

Mining 


Tertiary Sector 

Commerce 
General Government 

Transport & Communication 

Banking, Insurance and other
Financial Institutions 

Electric Power & Potable Water 

Housing 

Other Services 


1/ Preliminary Figures.
 

1970 

4.800.8 

1.139.5 

745.6 

358.319.0 
16.6 

1.261.6 

1.071.0
158.3 
32.3 

2.399.7 
1.027.4 

243.9 
261.1 

123.4 


104.0 
317.5 

322.4 

1971 

5.077.8 

1.252.5 

830.0 

383.322.2 
17.0 


1.318.2 

1.122.5
163.9 
31.8 

2.507.1 
1.079.4 

243.4 
274.4 

139.5 

107.9 

326.7 

335.8 

1972 

5.278.6 

1.305.8 

834.3 

425.823.8 
21.9 

1.410.5 

1.196.1
183.3 
31.1 

2.562.3 
1.129.2 

248.3 
287.5 

107.0 

107.4 
334.3 

348.6 

1973 

5.404.8 

1.333.2 

892.2 
391.230.0 
19.8 


1.455.7 

1.226.1 
198.1 
31.5 


2.615.9 
1.182.8 

261.2 
323.2 

148.6 

96.3 

246.7 

357.1 

Annual 

5.8 

9.9 
11.3 


7.016.8 
2.4 

4.5 


4.8 

3.5 


-1.5 

4.5 

5.1 


-0.2 

5.1 


13.0 


3.8 
2.9 

4.2 

Gro.-ch 

4.0 

4.3 
0.5 


i1.1
7.2 

28.8 


7.0 


6.6 

11.8 

-2.2 


2.2 

4.6 

2.0 

4.8 


-23.3 

-0.5 

2.3 

3.8 


Rates 

2.4 

2.1 
6.9 

-8.1
26.1 
-9.6
 

3.2
 

2.5..
 
8.1
 
1.3 1 
2.1 
4.7
 
5.2
 

12.4
 

38.9 

-10.3 
-26.2
 

2.4 



Table 6
Gross Domestic Product by Final Expenditures, 1970 - 1973
 

_il0ions of 1958 Cordobas 

1970 1971 1972 1973 V/ Annual Growth] Rate 
7-/70 

Gross Domestic Product 4.8.oo.8 5.077.8 5.278.6 5.404.8 5.8 4.0. 2.4 

Constription 3.829.8 4.013.4 4.039.8 3.927.0 4.8 0.7 -2.8 
Public 
Private 

297.5 
35-52.3 

304.2 
3.709.2 

322.6 
3.717.2 

354.0 
3.573.0 

2.3 
5.0 

6.0 
0.2 

9.7 
-9 

Investment 933.9 963.1 937.2 1.197,2 3.1 2.5 21.3 
Public 

Private 
203.4 

725.5 
269.8 

693.3 
239.2 

693.0 
02.5 

94.7 
29.5 

-4.4 
7.2 

0.7 
4.6 

2 8. 2 

Exports 1.377.4 1.443.8 1.637.3 2.015.4 4.8 16.9 19.4 
Imports 1•3403 1.342..5 1.435.7 1.734.8 0.2 6.9 20.8 

1 Preli::!iriarv figures. 

Source: Centrzl Da!,k 



and 
were bantdng and insurance (ap by 39),/transport and couwuniations 

(up 12% Constr ctioa is esti .e ..o have inerea 

by only %, ,o :t liely as a result o.." t':e loat .irst quarter ai 

another 2 .,oith.: o.? iaaivitV result.:, frcx, the :u,.uaer labor 

strI:e:.. The strong Vick-up in cons-4ructioa aaJtivity waist liitei 

to the !.,ecoYd hal." the- year. 

The .ata on final expenditures (Table 6)shows t-,-ht ti-e :i.aj or 

positive -actor : ware expo.i:e o': ,,oods -id ,ervice- (up by 1I%) 

and private ±fnvet.-,nt (up 23%). Public ilhVe-','.sInt is e t.Vatei 

to have increase,. by oaly 5%, while the A'larL increase i !nqport 

(11%) acted as a dzag on growth. 

Further :ara on tle behavior o- the cruciLal irivestient secto:, 

is .w'ovided Ia Tble 7. The data "llutrate the .=harp increase-. 

that took place in iaventory accu.ulat'o-i in 1:he trivate sectur 

to replace goods destroyed in the qua.:e (up 33%), in the 

pucchame oO tra~aportation and co.,ur','ation equipaent (up 66%), 

in commercial contruction (up 4"%) an. in the construction o' 

public buildi.n . (up 95%) an-. roads (u,) 18%). ilesi :ential co.~t:'c

tion increa:,, oly little but so,:e z ."the :'epair work may have 

1/ Up substantially as a result oZ iiae to overcome the longer
comuting dietancew daJe necessary by the earehqua:.e. 



Table 7
 
Gross Domestic Investment
 

(Millions of 1958 Cordobas)
 

19?0 1971 1972 1973 _ Annual Growth Rates 
1/70 7./7 ' 73/72 

Total Gross Domestic Investment 933.9 963.1 9-7.2 1.197.2 3.1 2.5 21.3 

Construction 
Change in Inventory 

124 . 1 
105.0 

335.1 
111.3 

375.3 
116.6 

405.1 
243.5 

.3.4 
6.5 

12.1 
4.3 

7.8 
83.1 

Machinery & Equipment 5C7,.8 516.2 94 57.6 2.3. -4.1 16.9 
For Agriculture 5.9 (1.362.3 49.7 4.a 57.4 -20.9 
For Industry & Mining 37c. 3:3317 3..0 371.0 3-.1 -13.3 1.1 
For Transportation & Commun. 96.4 94.6 101.0 157.9 -1.9 6.8 56.3 

Private Investment 725.5 693.3 69.0 894.7 -4.4 0.7 28.2 

Construction 
Residential 

125.5 
cC.3 

'111.1 
65.2 

119.6 
69.7 

1-2." 
73.7 

5.9 
-21.3 

1.3 
10.3 

10.7 
5.7 

Commercial 
Industrial 

7.0 
7.6 

5-5 
9.0 

11.2 
1.8 

16.1 
7.0 

-P1. 4 
18.4 

i03.6 43. 

Agricultural 1S:.O 2.1 21.8 19. 7 7-93 -2.16 
Others 12.1 3 -3 15.1 15.9 -31.4 81.9 5-3 

Machinery & Equipment 49,o 463.4 461.8 8 -6.4 -0.3 

Changes in Inventory 1'5.0 111.3 110.6 213.5 6.5 4.3 83.1 

Public Investment z,..4 2 2"9.2 302.5 29.5 7.2 4.6 

Construction 1,-,. 6 217.0 256.2 272.7 9.3 18.1 6.4 
Buildings 23.1 23, 3 27.7 5'+. 1 09 13.9 95.3 
Roads & Communications 6c.7 61.3 7Z.5 85.3 1.0 18.3 17.7 
Others ii1.8 132.4 156.0 133.3 15.3 17.3 -14.6 

Machinery & Equipment 9.8 52.8 33.0 29. - -37,5 -9.7 

1/ Preliminary Figures 

..our:. Central Bank 
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escaped recorlin0,. Ibtal con :tzactio.a i:; esti.ate.: to have -ncrea e. 
by S%; ?rivate con 'truct.'.on increae2 by 11% an' public ncontuct:'on 

by only 6%. 

Ti,' Cen'.: Bmk a-iticipates 8,' .acrease o.7 8 to 10% in the Gros:. 
Daitestic ProAuct (-'n Ireal te,:s) ii! 197-:'. This roject-oi is base'/ 
on the excellent agicultural output obaine,.i Jurinc thd 1973-7-- c2o 3 
year (inclujint 'oth coton and bsze .l'ains), a substantial inceaue 
in conc:truction aetiv-"ty, a, well. a coo. yar .."or ,.nu.-ctu:-n,
 
pro'uctlon. The Cnc'al Bzik is sti11. 
 ,. L*..e oizocez o. deveJl,.y:,ig
 
its 1974 GDP :'r~ectons. Even 
 i" t*.e Ban finis it necessary to
 
downrade it;- prel.:'nary prosaction .ew,.at, the outlook is 
 st-.'U.
 

i2or vizoroos ,rowthi 197,.
 

5. N0netar__- Credit ExpanLion an' Prices 

1973 was a year o :ubstautia. ,.,onetary and credit ex.,an-s-on. 
The ,oey suptp].y (crr'ency pls ie,.a..' :etpouits) increase. 2ro.. C;;77U, 
:ut'llio, to C%:I,19,.-.ior or by 5,! Total i.ternal ereWit o" tTe 

. , tlia private.2','t Co :.ctoz , . .ru.: C,;;1456 ,illi : 
Decerbe : 1972 to C;;I7833 in Dece.,ber it73 or by a 36%. A .ubstai -1. 
increase imas also recorie: in the bai.:in ,- -yste.:s net inteznatiun::l 

",asvet -2/. V.u.;, tle uubstantiel. exiansion i: ;i:oney :supply can be 
attribute- to s:lar., increases :.'i bo:.'lh credit 0othe prZvate -qcto

1/ U%2rt-,"26.3 mi l'on in Dece. ber 1;72 to *4$i,*1.8 ,;illioa in 
Dece,-ber, 1q.C 

http:truct.'.on


and to increases in net international assets. 
The increase in inter
 

national assets is due to higher prices and sales of primary export
 
products, particularly coffee, as well as to the vast inflow of official
 

loans and private insurance payments; while the expansion of private 

credit-was mostly for short-term loads to provide esuontial workint capital1/ 
Short-term bank credit to the private sector increased from $800 million 

at the end of 1972 to gl,147 million on December 31, 1973, or by.43%.
 

Thus, for the second year in a row, Nicaragua's money supply has
 

expanded substantially. The increase was 22% in 1972 and 54% in 1973.
 

hle public's willingness to build up cash balance cannot be expected
 

to go on indefinitely, and both the IMF arid the Nicaraguan authorities
 

expect sharp increases in imports in 1974. 
In fact, according to
 
preliminary data, imports during the first S months of 1974 totaled 
$128
 

million compared with only $49 million and $50 million for the first
of 1972 and 1973, respectively.

quarters/ While we do not believe that this import behavior is repre

sentative of 1974 as a whole, there can be no doubt that sharp
 

increases in imports will take place in 1974, and allowance for this
 

was made in our balance-of-payments projection.
 

Prices have increased substantially in 1973. A study by the
 

Central Bank indicates that the cost-of-living has increased by some
 
30Y in 1973. 
It is clear that the central bank operates within
 

serious constraints in its ability to control inflation. 
In the first
 
place, much of the additional liquidity has been provided by the large
 

inflow of official loans 
and insurance payments, and to a lesser
 

I/ For replacement of inventories and frozen accounts receivable, and
to finance other operating expenditures of commercial, agricultural,

livestock and manfuacturing establishments.
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extent, by the expansion in the value of commodity exports. In the 
second place the Central Bank must permit the banking system to finance 
the replacement of business inventories and equipment, and the making 

of essential repairs.
 

The IMF has advised the Central Bank to proceed with great caution
 
In its credit expansion policy. 
The Central Bank is planning no credit
 
expansion in 1974 other than a 
$20 million credit to the INCEI for the
 
purchase of grains to stabilize the prices of beans and corn; and about
 
200 million in credit 
mostly to agriculture and livestock producers
 

(for fertilizers, seedsand insecticidesl to take the place of supplier 

credits that were previously obtained from abroad. Since foreign
 
lines of credit have been cut abruptly, the Central Bank feels that
 
it must step in to replacethem. 
 This is strictly short-term. non

inflationaryi/financing.
 

The central bank plans to permit an expansion of 20YO-301' in
 
internal bank credit 
to the private sector (financed by the comnercial
 
banks' own resources) 
 to finance the short-term credit requirements 
of basic grains, coffee, cotton and livestock. The Bank feels that 
this credit expansion is essential to meet basic production requirc

ments. 

To prevent the generation of an excessive amount of liquidity, 
'the Central Bank's monetary program provides that:
 

/ Because it is used entirely to finance imported goods.
The Central Bank is presently in the process of developing its 1974
monetary program, a ittask which expects to complete by hay 1. 
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(1) Cre..it .!or (C.,,Lercial puro.ev/ carnnoc excee.1 100% o" 

the aiount o..I a banlk" . capital plUs -eserves. 

(2) Short-te.. .; eye ,.t to in trSil. users cannot brow by .lore 

-than 25% above tl-e ,alance of Dece Ler 81, 1. 7 . 

(8) Each bank ',.itst allocate at least 30C of the increatee In 

its total depocits over the level atta:'nei on Dece:.ber 31, 1973, 

to mJtimJ., an., lon.-i:er., credit to .1iriance new invest ient or the 

expansion o 2 ecisting "acilitie,. 

(.) Reserve .eq,eironeiits beh:td all bank-ueposits were raiu-e 

to 25%. They were 2"% ;or deiand depo.:i'.7 and 10.% .or savisi

-aLosit.z in 1973. Tiie ban.cs are ......i'teJ to arjat radually to 

tie increase In reserve requ:rescien . 

Th'.s, the author"ties are seek*.., to 1:;.ver-c siie o:" t:e bail'. 

cre i :.t ,rc,. short to ,ne. aua ion ,-te.,l, an.i ."rt cm-,iiercial to 

ayr:LcL:ltural an.: export purposes. Tie -nent is to c,.:-tail Che 

availability o -' cr.i.t to 'Inance ,ion-essenvial ii. rts. nte 

authorities are al,;o -.ivin, priority ;-o the rehabilitation o,." 

l/ Other t.n -!or:. . "'-a ,'icult:al 
sapplies, rehabilitatio.', o. ua': -o. an.: a :'ew ot.er :*::iure a 
vile-e8 t.rpose :. 

exce,,l*.,i certain a :erIiA:,adn e .iroses, z ch :,rok C3o, .:-


.ze:.."-aa [.asect.:"e' atd pre-exILoLt.COP AVoA 


GESI AVAILABLE COPY
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canznerce in M~~iaby exm~pti;v. cz.e9;:?.t -*rsuch c(A.~i*rce -ro7i th 

li;ait establishei by tj e bankfs ca- .tal n.: ruservee" and by -rov'-idn 

an especially low .n-terest rate (5.5%) oi Ceitral Ban. loan- ..e: Lned 

to assit in the rehabilitatiol o3 MaaP;Lta'* cx.owierce. 

Despite tie expected exercise o. uaution by the Central Ban!:, 

the outlook is ?or cont..nuel stroi,, i'ilationary Orerures in 1774. 

A consultant --uv the Cons-truction a..iber in.U1icatei be expect3., 

increases In con6tr,.:ction cot; o.' abo :t 2W0. The Central Ban.: 

hopes that the increase in the cos'c o- livii:. in 197.;e can be hel.. 

1o1M to 15%. 

6. Trre.-.n Over 2.973-75Tra ie Proietic!us 

Exports ."or 1072 anJ projection. -:.'a 1974-76 are .resented 

•.n Table 8. Tutal e:; urt n 1973 ;!nc-eaead by about 26 i0liou 

or 10%. The ual.u :icreasa6 were re;:':-tered in co.'?2ee (vale o 

stoclzs carrieJ over 2rc previou yaar-.) ani :.anu,!azturin,: ex ort' 

to 	the CA(CH. 

The year 1:;7 -76 are expectet to ',)e even bette:'. Total ex 'or-C 

are expected to increa.'. by 31%, 18% an-A 17% in 197-, 1975 an 1,376 

respectively (Tabld ;). Vie -major ,;row;:h ..*actor:.are cotton an_ 

expo ts o! aau[iqcttxed p9roucts to tha GAG1. k:rh rie:t'ect to co'tin, 

the Bans. expects bo6i; a in anl.sustantially larger c:j- :97 1973 

than 4n 1973, and .:mch ttore .!avorabie com- on o-aes. 

i/ Nicaraua ha i to ce.l 70 of iti • 1973 cotton crop at $36.6-.1 ;erquintal owdng to mi±vorable J'uture comtracts. 
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Table 8 

Export Projections 

(Millions of US$)
 

1972 1973 1974 
 1975 1976
 
Agricultural Products 
 115.3 123.5 186.7 228.0 266.4
 

Cotton 
 62.9 63.2 118.4 154.0 i80.OZ
Coffee 
 32.9 44.2 
 42.9 45.02 5o.86/
Cotton Seed 
 1.6 2.9 4.5 4.0 4.6
Bananas 
 3.4 5.4 
 8.o 9.0 
 11.0
Tobacco 
 3.6 2.9 3.8 
 4.0 5.0
Others 
 10.9 4.9 9.1 
 12.0 15.0
 
Manufactur.ng Industry 
127.5 143.8 165.4 187.7 222.2
 
Fresh Meat 38.3 44.6 48.0 56.0 67.2 7/Sugar 
 15.2 13.5 
 15.2 
 16.0 18.08.
Shrimp and Lobster 
 8.7 7.1 8.7 * /
9.2 12.0Saw-wood 
 5.4 6.9 
 7.2 7.5 8.0 
Other Manufactured
 
Products 
 59.9 71.7 3/
86.3 99.0 / 117.0
 

Mineral Products 
 7.1 8.3 
 9.5 10.54/ 12.0
 

Other (Non-Specified) 0.2 0.1 
 0.2 .2 .2
 
TOTAL 
 250.1 275.7 
 361.8 426.4 
 500.8
 

2/ Assuming a 1975 exportable cotton output of 2.8 million quintales
at a price of $55 per quintal. In 1974, the exportable output was
3,135,000 quintales of this output, 2,075,000 quintales were sold at
$36.64 per quintal, and we assumed that the remaining 1,060,100 quintales
will be sold (in 1974) at a price of $40 per quintal.
2/ For coffee, the 1974 exportable output was estimated at 660,000 quintales at a price of $65 per quintal. For 1975, coffee exports were projected at 692,000 quintales at the same price of $65 per quintal.
3/ Other manufactured products were projected to increase by 15% in 1975,
compared with increases of 18% in 1974 and 22% in 1973.
4/ Reflects the beginning of exploitation of the tin and lead mines.
 

Continued on next pagb.
 

http:Manufactur.ng
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Table 8 Continued
 
Page 2
 

./Assuming a price of $60 per quintal and exported volume of 
3 million quintales. The price is based on the assumption of a 
continuing increase in te price of raw materials in line with 
the general inflationary trend. 

6/ Assuming a price of $70 per quintal and a volume of 725,000 
quintales. 

7/ A 20 increase in fresh meat exports was projected owing to 
continued strong demand and anticipated price increases, as well
 
as existing programs to expand pasture lands and livestock pro
duction. 

2/ Technical assistance from Japan is being provided to expand

the output of seafoods. 

Source: For 1972-73, actual data. For 1974-76, preliminary and 
unofficial projections by Central Bank. 
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A nearly 40% increase in total imports is projected for
 

1974 in Table 9. The table projects each of the major categories
 

of imports, and shows the sharpest increases in fuels and lubri

cants, raw materials and intermediate products for agriculture
 

and manufacturing industry, 
and transport equipment. Total
 

imports FOB are projected to increase from $290 million in 1973
 

for $400 in 1974, or by 38%. Of this 
 10 to 15%,may represent
 

price increases, For ].975 and 1976, we have [:,roecteJ total 

imports to increase by 15% in each year, a conservative assump

tion. 

It is interesting to note that our projected balance of 

trade deficit is not expected to increase over 1973-76 (Table 10)
 

as exports are expected to roughly keep pace with imports. However, 

we are anticipating a substantial deterioration in the overall 

balance of payments in 1975 and 1976. 

7. The Balance of Paynents Outlook and Foreign Exchange Reserves
 

The balance of payments projection in Table 10 indicates that
 

a further slight build-up in international reserves may occur in
 

1974, though a iuch smaller one than in 1973. The increase in
 

international reserves was almost $32 million in 1973 and is
 

expected to be less than $10 million in 1974. 
While the deficit
 

on current account is projected to be much higher in 1974 ($115 

million as opposed to $32 million in 1973), a substantial increase
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Table 9
 

1974 Import Projections hy Major Categories
 

(In Millions of Dollars CIF Prices)
 

Percent 
Increase 

1973 1974 Assumed 
1. Non-Durable Consumer Goods 63.6 76.3 20%1 

2. Durable Consumer Goods 24.0 30.0 25% 
3. Fuels & Lubricants 6.5 13.0 100% 

4. Raw Materials & Intermediate 
Products for Agriculture 19.9 35.8 80y 

5. Raw Materials and Intermediate 
Products for Manufacturing
Industry (includes POL) 111.9 168.8 51%, 

6. Construction Materials 19.2 24.0 25b 
7. Capital Goods for Agriculture 5.9 7.4 25% 

8. Capital Goods for Manufacturing 
Industry 44.1 55.1 25% 

9. Transport Equipment 18.8 28.2 50% 

10. Miscellaneous 4.8 6.0 25% 

Total (CIF) 318.7 444.6 40% 

Total (FOB) 290.1=/ 400.1_ 38% 

/ Excludes donations. 2/ CIF price less 10/ 

Source: Unofficial 
Econonic Advisor 

projections by Central Bank and ROCAP 
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Table 10 

BAlANCE OF PAYME s OJECTION 

(..!fljns of U.8.$) 

Exports of Goods FOB (+) 

Imports of Goods FOB (-) 


Commercial 


Earthquake-related gifts-in-kind 
Earnings for Services (+)98.3 

Ordinary 


Earthquake-related reinsurance 


Expenditures for Services (-)
Ordinary 


Earthquake-related expenditures 


Unilateral Transfers (net) (+)

Ordinary 


Earthquake related 

Balance on Current Account 


Private Capital InIlow, Net 


Direct Investment (+) 

Loan Drawdowns (+) 

Amortizations (-) 

Commercial Credits and Others 


Official Capital Inflow, Net 


Allocation of SDR's 

Errora and Omissions 


Surplus or Defictt in the Balance
of Payments 


1/ Carried over from Table 8.
 
2/ For 1974, see 

1972 1973 1974 1975 1976 

248.9 275.7 361.81/ 426.41/ 500.8V 
319.3 

195,2 ;690.1 400. ?/ 460.12/ 529.12/ 
29,2 

58.0 
41.3 37.0 46.0 51.0 57.1 

61.3 12.0 

141.4 
103.3 121.4 143.2 158.8 176.3 

20.0 

54.5 
4.0 4.5 8.0 8.0 8.5 

50.0 

-4.3 -32.2 -U5.5 -133.5 -139.0 
6.4 -6.7 10.0 11.0 12-.0 

10.0 8.0 
5.9 7.0 
5.5 - 6.0 

-4.0 -15.72/ 

37,4 70,0 114.1 8o.0O4/ 53.04/ 

2.9 

-7.3 0.5 

+35.1 +31.6 +8.6 -42.5 -74.0 

Table 9 for breakdown by major imports and exports. For1975-1976, the value of imports was projected to increase by 15% arnually. 

3/ Attributable to transfer of capital to foreign banks and to 
a
reduction of foreign credit available 
to finance the production of
 
export products.
 

4/ 
 Includes allowance for disbursement of 
new 
loans under consideration
by the international agencies but 
not yet contracted as 
of May, 1974.
Note that the amount on this line is net, i.e. after deduction of debt
amortization payments.

SOURCE: 972-73 actual data. For 1974-75, unofficial projection of CentralBank and RGCAP Econoynic Advisor. 
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in the net official capital inflow (from $70 million in 1973 

to $114 million in 1974) is expected to ccnpensate. The Central 

Bank has projected this large official inflow on the basis of 

the fact that sune unds that were borrowed at the end of 1973 

will only be utilized in 1974. 

The outlook is not as bright for 1975 and 76: signifiicant
 

declines in reserves of $42 
million and $74 million respectively, 

were projected. I' must be aiphasized that all 75-76 projections 

at this point are largely speculative in view of the great uncer

tainty sorroundiog the size of'official capital inflows, primary 

product prices and the be'havior of import;. Thle Jeterioratioi. 

in the balane.-of-painA,, situation foreseen for both years 

is primarily attributed to thu decline in the official capital 

inflow prese itly foresuen. This .utlook could chinf7e. 

Nicaraguats nit ic-t,rnati ual ,ie:er','es ihicrascd Iruii $55 

million at the (ni ,)1." t-, $87 :.llio at the end of 1973.1) 72 

I attributO 
Lthe illcreaeC to , coihi iation c i rcum:!,tances, 

including a $)71) rii.ri nt: c,-iitaL iri, ow on .ficial capilil 

account, o~ic $('I :iii.oo in pri";! c iItVranwc "PCCipts, th 

disposal. of co'f,,, .- at s, -1ri L.ignificantAt :)c>; f'avcirahlc 

increase in mnro:'1:,t1ri~p exports to th: Q,Q, nnId the wllingnes' 

of the public tu increase its cash ba]aic.-.s. 

On March 31, 1974, nut internal reserves stoo] at $159 

million, up from $87 million on December 31, 1973. The expansion 
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between December and March is a seasonal phenomenon, since cotton 

and coffee exports take place during these months. A drawdown
 

in reserves is expected between April and the end of 1974.
 

Imports have already expanded considerably during the first three
 

months of this yearl, and are expected to be much larger in 1974 

than in prior years. Substantial balance of pay:ient.i deficits 

are anticipated in 1975 and 1976.
 

I./Pruliminary CeiTH.' Bnni: Jata are as 'ollow: 

IM)OrL-; CIF During First Quartur oe' Year 

(Millions of D:Llars) 

1972 48.7 

1973 49.5 

1974 127.5
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8. Estimated Cost of Reconstructing Managua and Loans Contracted So
 

Estimates of the cost of reconstructing the capital city vary

widely: INCAE places the damage at $845 million; the World Bank at
 
$307 million; and Regional Planning Advisor George Nez at $357 million.
 
We shall use Nez's estimate here as it was done at a later date and
 
benefited from the various estimates developed earlier.
 

Mr. Nez's estimate of $357 million is based on an average repla-

Oement cost of t00 million per Km
2 ($14.3 million) applied to some 
20 Km of destroyed and badly damaged area, plus the additional cost 
of much obsolete infrastructure in the rest of the city. 
This,
 
however, is replacement only, without growth.
 

Mr. Nez assumes that Managua's population will increase by about 
400,000 by 1985, and at a current average density of 8,500 persons 
per Km2 , will require about 47 Km 
of additional urbanization. At
 
the same basic cost of 0100 million Km2 ,per the cost- of the expansionto accommodate the population growth comes to 0,4.7 billion, or $671 
million, at 1973 prices. This total cost estimate is recapitulated 

as follows: 

Reconstruction and replacement of facilities forthe pre-earthquake city of .400,000 population $357 millionGrowth to 1985, distributed mainly into periphery 
 $671 million
 
Total reconstruction and growth costs for a total1985 population of 800,000 

$1,028 million 



It may not be feasible for ffnancial reasons to allocate
 

as much as $671 million for new growth. Even if we should allow
 

no more than, say, $350 milliorlfor growth through 1985 Onstead
 

of the $671 million he indicated), we would still come to a
 

combined reconstruction and development cost of over $700 raillion
 

at 1973 prices.
 

How much reconstruction money has Nicaragua received in 1973
 

from AID and the international financial organizations? The
 

Central Bank estimates foreign financial assistance receive]
 

through official channels in 1973 as 
 follows: 

AID emergency loan (524-L-O28) $15.0 million 
BID emergency loan (357-SF) $16.7 million
IDA (IBRD) $20.0 million
Government of Canada $ 1.9 million 

Total loans $53.6 mi on 
Plus donations (mostly in-kind) $34.5 million 

Thus, reconstruction loans approved so Lar clearly amount to
 

only a fraction of the estimated requirement.2/
 

_/ Allowing for the development of only an additional 25 Km o2 new
urbanization at a basic cost of C$100 million per Km2
 .
 

V A number of additional loans are being considered by AID an : theinternational organizations over 1974-76. These may come tonearly $200 mill,on, but many are only at the preliminary planning

stage and may never materialize.
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9. 	 acn _of Cotructon Industry 
Irni~gentat 1 o?:" " e I'mnediate Action Program, sumnarized in

Table I of the Econoaic Analysis Section of the Urban Sector ReconG
truction loan paper (Sectioi, IV part 
7), itbelieve-i to be within 
the executinl capabili.ty ).- the con 'i;:uct:'oni ?uutry. The pro'rF,.,
calls Zor a total expenditire of $169.5 iilli.on or C$1186 million 
over a four-year per..od, wh-ich ano:.ints to C$297 ,nillioi a year. Tie 
Central Bank estimates the average aun, al capacity of the constrUct.-o 
industry over the four-year per,.od 1975-79 to be about C$l bL1.1'.oi]. 
Allowing for the use of 60% of th;.s capac:ty for the p ihl.c sector, 
and half of th..s for tLe reconstruct o-
of Hanagtia, 
we are left with
 
roglLly C$300 million a year for public sector reconstrctioi outlays,
which is exactly what the Immediate Action Program calls for. 
 Note

also that not all of t .e C$297 milliou annual outlay required by the 
Immed ate Action Program is for constr,.!ct-on act~vity. Some part
w-.ll be 	used for the mportatLon ol inach..nery and intermediate goods.

Thus, in the Central Ban: 's opinion, 
 t-e proposed program is witiin
 
the executing capability of the constr,,ction iadustry and 
 will still 
leave s'.fficient capacity to meet tLe requl-rements of the private
 

sector.
 

On the other hand, there is
some doubt with regard to the ability

of the 	construction industry to execrute the ambitious GON overall 

http:bL1.1'.oi
http:iilli.on
http:capabili.ty
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public sector capital expenditure program summarized in Table 4 of the 

Economie Analysis section (Section ThatiV, part 7 of the loan paper). 

program calls for a real Investment of C$900 million a year in 1975 and 
1976. Such a program would tie up practically the whole capacity of 
the construction indastry for public sector investment, leaving at most 

C$LCO million for the private sector. Ths seems quite unreal'stic.
 

It would appear that the public investment program woi ld have 
to be
 
cut back, both for f-inancial reasons (noted 
 in the Economic Analysis
 

Section) and owing 
 to capacity limitation in the construction industry. 

An attemot was made by INCAE to quantify the demand and capacit3 Of 
the construction industry in a study ;ssued 1n May of 197WY. The study 
came to the conclusion that there appeared to be a shortage of C$-40 
million in construction capacity over the bi-annum 1973-7-1. 
 In view o1
 
delays and impienentation, this,:concl,,sion may be applicable to the
 

bi-annUM 1974-75. 
 A Central Bank's stuJy published in July of 1973
 
anticipated serious 
bottlenecks in trained tnanpow r, partict,larly 

trained foremen ("maestro de obra"), assistant foremen and special 

skilled categories such as carpenters, masons and welders. 
Vie Central
 

Bank study also identi"F-ied shortages of cement, bricks, canent blocics 
and tubes, though they noted that the supply of these products could 

i/ INCAE is currently updating its stvdy but no findings have been
announced to date.
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be expanded sign-ficantly without great jieficulty.
 
Inquiries subsequently conducted by the Mission indicated 
 that
 

the list of materials in short supply was considerably larg3r than
 

has been anticipated inthese studies. 
Bottlenecks have occurred
 

or are expected in metal structures, iron bars, reinforced steel, 

lumber and pochote wood, crushed rock, canent blocks and tubes, rat
 

glass and asbestos sheets. Cement may be a 
 sporadic bottleneck in 

1974, though the problen should be resolved at the beginning of 1975 

when a new kiln goes into productio1 which would raise the plant's 

capacity by about 50%. The substantial increases in the prices of 

construction materials that occurred in 1973 and in the first quarter 

of 1974 confirms the impresion that there have been at least temporary 

shortages in a number of lines. 
 Substantial price increases occurred
 

in the case of concrete cement blocks, wire & wire tubes, iron and metal 

structures, zinc, tiles, plywood and pochote wood. 

Programs are under way to overcone scane of these bottlenecks. A 

number of programs are being conducted to train construction workers l / 
The Mission estimates that these programs will train a combined number 

of 3,000 workers in 1974, and an equal number in 1975. If implmented. 

/ The main programs include: (1) a program conducted jointly by theinistry of Labor, the Nicaraguan Construction Chamber and the Progra,
of Urban development oZ the OAS to upgrade semi-skilled workersthrough three-month coorses; (b) a 2E year training program at the 
National University also in cooperation with the C~mara de Construcci6nto develop forenen (maestros de obra); (3)a technical seminar for

architects and engineers; (4')a politechnic institute for industrial
workers located in Granada planned by the Embassy of the Spanish Govern
ment (which has not yet begun operations); (5)and the Centro Juvenil
Don Bosco de Managua, a charitable organization offering 2 month courses in various specialities, endowed with good facilities but witl. 
frequent budgetary problems. 



- 34 

these programs would doable the total nUmber of skilled construction 
workers, and would probably eliminate the shortage in Thethis area. 

deficiency in production
cement will probably be remedied in early 1975, 
as noted above. Aditional equipment to produce crushed rock is on
 
order, and in 
 the meantime, a U.S. contractor to supply crushed rock
 
for the construction 
of the north highwy is selling its surplus to 

local builders.
 

In spite of these eJforts, shortages may persist in a number of lines.
 
Fortunately, loans from the Private Sector Credit Fund will be available 
to supplement the resources of firms producing key construction materials 
(with preferences to smaller and new 27inis). The regulations governin8 
the operations of the Private Sector Credit Fund should be flexible
 
enough to enable the Fund to help overcome a2n bottleneck that might
 
arise in the construction industry, including, if necessary, loans to
 
finance the training o47 additional Zoremen or workers in certain skille3 

categories.
 

10. Projection of Debt Service Charges
 

The O.'.?-icc -t' Pl :.,i, _ hj.; ju t -o.w.itej ' Ietaile.; )rojectU.
 
of debt service charoes on the external public debt through the year
 
2,000. The major results of their calculations are sunimarized in
 
Table i1. 
 Colwan 1 presents the debt service charges-Yon loans con

i/Interest plus amortization. 



In Millions of U.S. Dol1aL,,; 

Table 11 

Projected Debt Service Carges- /on the External Public Debt as a
Percent of Projected Exports of Goods and Services 

(1) (2) (3) (4) (5) (6) (7) (8)
On Debt Con- On Loans Total of Projects Grand Exports Col (3) Col (5)
tracted as of Under Without Total of Goods 
 as % of as % of
Dec. 31, 1973 Negotiation (1)+(2) Financing (3)+(4) & Services (6) (6)
 

1973 43.6 --- 43.6 -- 43.6 312.7 13.9 13.9 
1974 46.1 
 0.2 46.3 - 46.3 407.8 11.4 11.4
1975 53.7 55.1
1.4 1.6 56.7 477.4 11.5 11.9
 
1976 63.1 
 3.2 66.3 4.8 71.1 557.9 11.9 12.7


1 1977 61..5 4.7 66.2 10.5 76.7 
 602.5 11.0 12.7

&a 1978 56.3 6.8 63.1 16.1 79.2 650.7 9.7 12.2
1979 54.2 8.1 
 62.3 23.5 
 85.8 702.8 8.9 12.2
1980 52.2 10.1 62.3 
 30.3 92.6 759.0 8.2 12.2
 

1981 48.7 10.2 35.9
58.9 94.8 815.9 7.2 11.6
1982 46.0 56.2
10.2 36.5 92.7 877.1 6.4 10.6

1983 40.7 9.9 50.6 
 36.3 86.9 942.9 5.4 9.2
 
1984 32.6 42.9
10.3 35.3 78.2 1013.6 4.2 7.7
 
1985 29.9 10.5 40.4 74.5
34.1 1089.7 3.7 6.8
 
1986 27.2 37.4
10.2 34.8 72.2 1165.9 3.2 6.2
1987 25.6 9.9 35.5 
 33.5 69.0 1247.6 2.9 5.5
 
1988 23.5 33.2
9.7 32.4 65.6 1334.9 2.5 4.9

1989 21.3 
 9.4 30.7 31.2 61.9 1428.3 2.2 4.3

1990 18.9 27.8
8.9 30.0 57.8 1528.3 1.8 3.8

1991 17.5 8,4 25.9 
 29.1 55.0 1635.3 1.6 3.4

1992 16.9 8.2 25.1 27,1 52.2 1749.8 1.4 3.0

1993 15.6 8.0 
 23.6 25.5 49.1 1872.2 1.3 2.6
 

./ Interest plus amortization.
 

Source: National Planning Office projections (columns 1 to 5). The figures for 1973-76 in column 6 were 
carried over from table 6; for subsequent years, exports were projected to increase at the following rates: 
8% over 1977-80; 7.57 over 1981-85; and 7r over 1986-93. 
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tracted as of December 31, 1978. Column 3 includes debt service 

charges of loans presently under negotiation with the international 

agencies. Colurn 5 includes, in addition, the debt service charges 

on loans that would finance projects that have still no funding in 

sight. Most likely, many of these loans will never materialize. In 

Column 6, we have projected exports o goods and services through 1993 

on the basis of? aasumptions noted in the footnote to the table. The 

ratios of debt service charges to exports were calculated in columns 

7 and 8. 

Column 7 shows the ratio or total debt service charges, including 

loans under negotiation but exJuding unfInanced projects, to tho total 

value of exports of goods and services. Column 8 includes such un

financed projects in the numerator. 

The ratios in column 8 indicate that even after making allowance 

for the debt service burden on projects still without financing, the 

projected debt service/export ratio will not exceed 13%, well below 

the 20%. INCAE flag-ed as the danger level. Presumably, the Planning 

Office a9sumed that most of the loans to be contracted will be 2rso. the 

international agencies on concessionary ters. This is no doubt the 

main reason for the relatively low debt service/export ratio obtained 

in columns 7 and 8. Thus, the debt that has been contracted so far, 

plus that which is being envisaged, is not likely to occasion serious 

balance of payments difficulties provided it is contracted on conces

sionary terms. 
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We have estLnated in a separate analysis the impact on the annual 
debt service charges of contracting a $40 million loan paciage on
 
hard terms from the commercial banks, 
 as the GOChas done in May oZ
 
1974. We found that in 
 the peak repaynent years (1980-84), such a
 
loan package 
 would add about $10 million to the annual debt service 
chare#z, which constitutes 1%to 1.3%of the projected value of 
Nicaragua's exports oE goods and services. Thus, while the negotiation 
of the $40 million loan package on hard terms in May still leaves 

Nicaragua's debt service/exports ratio well below 20, a continuation 
of the policy -could raise that ratio rapidly Given Nicaraguats 
great need for external financing of its reconstruction and development 
programs, its anticipated balance of payments deficits and the diffi
culty of expanding exports, a continuation of the policy of borrowinL 

on hard terms appears iot inadvisable. 

concessionary
A $4.0 mill!on loan On AID's usual _. terns involves only a2.0 million annual debt service burden after the expiration of thegrace period, compared with $10 million for a $40 million loan onhard terms. Thus, a hard loan entails about five times the debt service
burden of a soft one. 
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11. Summary and Conclusions
 

The year 1973 turned out to be much better than was first expected. The 

Gross Domestic Product increased by 2.05 in real terms while a substan

tial surplus in the balance of pani~ents materialized thanks largely to 

a substantial capital inflow gn both official and private account
 

(foreign assistance and insurance paMaents) and to the disposal oF
 

coffee stocks at favorable prices. The goverrinent's fiscal emergency 

measures, the decision by the authorities to make credit available to
 

permit replacement o:.:
inventories, an] the prompt response by AID and
 

the international agencies, aUl played a role in,.the recovery.
 

The analysis of the Central Goverunent's budget (Table 2) shows
 

that the emergency tax measures conbined with the GCN's ability to
 

keep up tax collections ran traditional sources, resulted in a 4' 

increase and current revenue collections in1973. Another increase
 

of 24% in current revenues is projected for 197,1. The surplus in the 

current budge- of the Cental Government increased by 16/ in 1973 

(from C$125 million to C$;07 i.illion). At the same i:ime, capital 

expenditures airo e':pandeu very rapi ily -- 2rai C, 387 million in 1972 

to a iprojectei G'SO aillion in 1974 -- re.J.1ecting the ccoineJ i;.. 

of recvnrs'ccc.-. n.rid normal develo:ient requireiaents. As a rec:ult, 

external loans bad to expand consiierably -- from C$230 iaillion in L'72 

to C5113 aillion in 1974. Thus, in spite of the CON' - creiitable 

fiscal perfonnance, reliance an)2oreirn 2iancing has "ncrease.. 
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Nicaragua turned in an excellent balance-o-payments perzormance
 

in 1973, with foreign exchange reserves rising by US$32 
illion. The
 

balance-of-paments outlook for 197,4 looks reasonably encouraging
 

In spite of spiraling 
:uel prices, though the build-up in Forei-n
 

exchange reserves-- if it occurs 
at all -- will be much less than 

last year's. 
The picture :or 1975-76 is far less pronising. We
 

projected an overall deficit of $42 million 
 in 1975 and $74 million
 

in 1976, both as a result of substantial current accrjnt dficits
 

and a reduced net official capital inflow after 1974. 
However, all
 

balance-of-payients projections beyon] 1974 are clearly most tentative 

at this point. The balance-of-payments analysis also highlights the
 

economy's substantial and growing lependence on oificial external loans.
 

Analysis of the capacity of the construction industry indicates
 

that it is likely to be adequate to iiplement the Immediate Action
 

Program envisaged in the AID Urban Sector Reconstruction loan paper.
 

However, it will not be adequate to implenent an annual real invest

maent budget of some C,;900 million which 'the GON has tentatively 

progranbned for the con:3olidated public aector in 1975 and 1976. 

A ntxnber of programs are under way to train conv:truction workers. 
However, bottlenec.s aight appear for ,::xie !key construction materials, 

and loans :c-romi IThe Private Sector Credit Fund .ay be needed to help 

reduce the shortages.
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While AID and the international agencies have been generous
 

in their response to requests for reconstruction assistance, the
 

loans granted in 197' -- and those liely to be signed in 197. -

constitute only a fraction of the total cost oF reconstructin,
 

Managua and of provijin, for the continued growth of the capital 

city Over the next ten years. 

The bur2en of 2erv-lcing the erternal public debt, calculated 

on the basis of loans already contracted plus those under negotiation, 

is not excessive owinL to the concessionary terms of the loans.
 

The ratio of debt servicing to exports of goods and services is
 

projected to reach a peak of 12 in 1976 and to decline thereafter
 

(Column 7 of Table 11).
 

Nicaragua may well enter a period oF Jif-ficult balance-of

payments problems after this year. The country will have to make 

a special effort to expand and diversify its exports and to attract
 

nore capital on both official and private accounts.
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Scenarios 
 The Probable Development ofAccording " to The Plan for Reconstructio:Developkents and Some Probable Tasks 
1,,d 

John W. Dyckman
Consultant 
on the Reconstruction

and Development to the Goverrzerlt
 
of Nicaragua
On Saturdays September 29, 1973, nine months and one 
week after the
substantial destruction of Managua by earthquakes, the consulting 
group
assembled by the Ministry of Public Works of the Federal Governent of
Mexico presented its Plan for the reconstruction and development of the
City of Managua. 
This plan is taken as 
the setting and point of departurc


for subsequent work on 
the reconstruction and developnent.
 

SettLng: 
ThePlanning Work 
to Date
 
The Mexican Plan divides the tasks into two parts: 
Reconstruction
thp "remodiv.g and o th, u 6di LIssue.-
 The tirst part calls for the 
recon

struction of Managua in place, at 
c reconstruction 
target population of
450000,, 
 with about 50% of national industry and comerce, and a role 
as a
national growth ;ole. 
The reconstruction in place is defended largely on
the ground of the substantial sunk costs in infrastructure. 
The major
theme of these rec mendations 
are: how to live in 
a hostile enviro-imen.,
in the manner of Tokyo or San Francisco. 
The emphasis of the reconstruci:7.
 
Is thus placed on building to levels of earthquake security.


The second set of tasks call for: 
 a) building a new Managua at a
"Nicaraguan scale," 
 at desirable levels for local living; b) building
and developing through the use of cellular units, "correctly dimensioned
 
and denuified, reasonabl) self-sufficient 
and ccmfortables with sub-centers
and their own servicest schools, daily shopping# meeting places, etc., 
to
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Scenario: p. 2 of 18 

stimulate cauuunity identification and to minimize daily travel"; and
 

c) for secfirity reasons, to respect the "graben" between Tizcapa and
 

Chicopelen, and to leave it in green space. 

The city center is singled out for special treatment, both by reason
 

of its functional importance in the infrastructure system and for its pre

sent condition, that of being virtually leveled. 
The main objective of tie 

city center treatment is to "free up" the center by widening the stre.t
 

and by a set os development allignments designed to maximize earthquake
 

security. This entails: 
a) the movement of much of the housing to new
 

urban zones 
on the periphery; b) decentralizing of markets and ca; 
erce Lo
 

new housing zones; relieving the pressures of concevtrations of schools,
 

hospitals, and other services by moving them towards their user populatiO-io,;
 

and d) the transforming of the central area into A "Grand Forum" of cv.'.c, 

cultural and administrative activities, with some conmnercial uses. This
 

area would have 
the museums, art galleries, exposition and exhibit halls.
 

The lines of dev.lopment are 
at right angles to the lake.
 

The proposed new urban sone would be formed by cells, each at 
the
 

neighborhood s:ale, grouped in clusters. The cells are to be 
separated
 

with green spaces which are considered by planners to ba the "lungs" 
of 

the city. They proposed also to make gardens of the faults which are fo-.;d 

below 50 meters elevation. Housing is intended to be near work places ad 

so to reduce Journeys-to-work, but detailed relations to specific work 

places are not described.
 

In sum, the proposals for the "new, tree-covered k.2nagua" 
are these:
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Scenario0: 
 • 3 of 18
1) Rebuild on the present site 

2) 

with strict seismic building controls;

Cre'ate an efficient urban structure, minding seismic risks;
3) Localize the civic center with its cultural, administrative and
related commercial activities, in the destroyed zone;


4) Develop urban cells, largely self-sufficient 
and Supplied with
services, 
to minimize daily travel and tv foster a sense of community;

5) Locate cells and work opportunities in proximate situations to
minimize work Journeys. 
 (Note that as 
industry is largely in its pre-q':ake
 

locations, or Is scheduled for extensive decentralization, the cells will
 
have to follow it.)
 

The plan for the central city is accompanied by some analysis of
regional development. 
This is based on analysis of existing "natural
resources" and of "human factors., 
 Natural resources include soil conditioafs, WaLe 
dhLvtibution, relief, and soil conditions for building. 
The
regional development Pattern observes present cultivation practices, infrastructure levels and capacities, and some 
ndmin'.strative and socioeconomic
factors. 
 The region itself Is bounded in the following manner. 
There are
three levels of regional activity, defined by:

the Ibr 

1) the 30 minute isochron;
. 20 min. Isochron; and 3) the four adjacent departmental boundariesIsochron data Is obtained from a 1972 origin-destination 

study. 
The zec
of most intense activity, or "zona Polarizada,,, is the inner isochron area.
The I hr. 20 min, isochron does not include all of the territory of the
four departmentb of Managua, Masaya, Granada and Corazo. A large zone 
of
irrigation Is Identified between lakes Managua and Nicaragua on both sides
 

of the Tipitapa River, and is kept out of urban use for reasons of its
agricultuval value and because Of the presence of nearby volcanoes.
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The proposed regional development pattern follows main roads which tox,. 

the axes of developmnnt-.toward Masaya-Granada, Jinotepe, Leon, Puerto
 

Scrmoza, and the Pan-Am Highway to the north, via Tipitapa. These routes are
 
the lines of the main infrastruc-ture (roads, railroads, and power lines).
 
The pattern extends most strongly from Managua towards the southeast, towards
 
Masaya. 
A review of trends in population growth and migration suggests that
 
there will be a transfer over time of the young population to the departments
 
around Managua 
nd a weakening of the base of the population pyramid else

where in the country.
 

For the city of Mannaua, a Plan Regulador is presented. The methodology
 
of the plan is described in four steps. 
 These are:
 

I) Collect historically available data on characteristics of the city
 

up to the 1972 earthquake.
 

2) Supplemenc this data with direct investigation where necessary to
 
estimate the city-forming influences at work.
 

3) Define the 1972 urban complex, with assessment of the assets and
 
deficits in urban functions, and project the tendencies of urban development.
 

4) Based on projections of demographic growth and urban structure, with
 
priority areas in urban functioning identified, project conditions of future
 
growth in the city and make concrete suggestions on future growth and devel

opment.
 

The exercise has been reported in
a 
general way, and the methodology of
 
the respoctive steps must be inferred fra 
 the data presented ond other clues.
 
The 'loncrete suggestions,, of the fourth step are predictable from the main 
principles of the proposed plan. 
They includes preservatibn of the historic
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areas, virgin green spaces, and certain unbuilt lands; rationalization
 
-of the localization of population and activities; minimizing of investment
 
by rationalizin the infrastructure pattern; expansion of the urban area
 
without loss of access; homogeneous groupinGs and reasonable densities;
 
deconcontration of the center; adaptation to the faults; reduction of damage
 
risk by structural precautions; development of local service centers, and
 
reclamation of the lake for urban use. 
The plan projects populations of:
 
1974) 470,0001 1979) 630,0001 and 1985) 890,000.
 

No speciftc cost figures for land acquisition and development are pre
sented in the plan publications. Cost considerations appear to have entered
 
into the planning, but in 
a general strategic way, and not, as is comnonly
 
the case, to set the size of the task. 
 It appears that some relative costs
 
of development for difference building strategies were considered, and that
 
these were based upon: compaction of the soil relief features, water avail
ability, drainage conditions, and the presence of roads and transport. 
These
 
considerations wore weighted in the following way. 
1) No significant dif
ferences were found in soil compaction, and so this factor got low weight. 
2) Terrain was given a higher value on the assumption (based on Mexican
 
experience) that building on grades would cost 1.15 times as much as building
 
on level ground. 3) 
Water was taken to be plentiful, with differences
 

largely between the 
areas serviced by the existing network and thoe outside
 
it. Costs of extending the network, and distribution costs were also based
 
on Mexican data. 
As a result, terrain, and elevation in general, constrained
 
by the presence of utility network, was the major determinant of presumed
 
development cost differentials. 
Mexican experience formed the basis for
 
utility cost estimates$ including water, storm and sanitiry drains, and
 

related improvements.
 



ANNEX D
 

Scenario: p. 6 of 1J
 

The developpent strategy is based on four major considerations, 1) keep
 

the airport in its present site but keep urban zones from growing up around it;
 

2) look for level land with good drainage below 50 meters for the large zones,
 

(100 hectare units) of higher density housing; 3) keep all dense uses under
 

200 meters elevation and all urban uses under 300 meters; 4) 
use the terrain,
 

especially faults, ditches, and relief features to divide urban areas with
 

strips of green spaces.
 

There is little detail on the proposed staging of development. One map
 

shows the three stages, but this is not discussed. These are the three stagcs
 

of 1974, 1979# and 1985, with an urban reserve whose detailed planning is
 

deferred. 
For the essential "building blocks" of the development the plan uses
 

"cellular units," or neighborhood units of 2,400 families (149400 inhabitants)
 

each with a kindergarten, primary school, cormunity center, sports area, and
 

small convenience shopping with a density of development of 360 inhabitants/f.-.,
 

in 36 hectare sites. These would be assembled in groups of four to make a basiC
 

urban cell. 
These larger units of 9,600 families (57,600 inhabitants) with
 

their service centers and green spaces would cover 190 hectares at a gross
 

density of just over 3C0 inhebitants/ha. The plan calls for 10 cells of this
 

type in its "zone of urban extension," housing 576,000 inhabitants by 1985.
 

In Its statement of housing policy, the plan estimates that 82% of the
 

housing will be in zones of "Habitacion Popular," or low-inccme housing, 157.
 

',n zones of "Habitacion Media," and 3% in "zonas Residenciales.- The mapping
 

of the Plano Regulador shows the area of Habitaciones Populares would be far
 

out to the southeast. 
This gives the plan a heavy weighting in this directicn.
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 If
carried out, It would result in "deconcentration" of an order at least as
strong as that recomended in the "Experts" report, and endorsed in the
Von Moltke part of the INCAE review as linealizing the city.
 

The planning docu;i:ts say very little about implementation, beyond
the assertion that this task is the responsibility of :.icaraguan authorities.
 
The plan is a coherent picture of future development of the city of Managua

and its region, but the feasibility and acceptability of either the whole
 
or its parts have not been tosted against resource constraints, organizatior.!

capacitiess 
or 
the market place of local values and incentives. 
The attention
 
to costs is superficial, and institutional arrangements 
are 
largely ignored.

The actual situation, hnwpver, is highly dynamic. 
M.aiy actors, public and
private, are involved in the implementation of development plans. 
 These
 
actors incur high opportunity costs by waiting; they may be expected to
respond as 
quickly as 
possible to opportunities, incentives, and pressures.

What, then, is likely to happen in the course of trying to implement this plan?
 

Let us speculate in scenario form. 
First, let us assume 
that the government wishes to moblize its efforts to carry out the main lines of the plan.
Its first task is Co embark on 
the orderly programing of its efforts. 
TI's
requires an accurate perception of budget constraints in respect to money,
physical resources, and manpower, as well as clear statements of targets and
desirable rates of expendIture of resources. 
The plan does not contain such
budgets and does not 
indicate such levels of effort, so that these must he
prepared. 
The broadly indicated physical objectives of the plan will have to
be converted into concrete programs, and the responsibility for program actions
 



ANNEX D 

Scenario: p. 8 of 1I 
assigned. Simple "critical path", analysis of public actions will reveal 
where bottlenecks are likely to be encountered, and steps can be taken to over
come these bottlenecks or to modify the targets. 

At the sLime time, the public authorities will need to employ a 
variety
 
of programs, controls and incentives to secure complementary privatL action.
 
For in the Nicaraguan situation, with its heavy reliance on private initia
tives and investment, it will not be enough to attempt to secure compliance
 
through public controls. Positive incentives as well as negative controls
 
will be neededp and these must attempt to obtain the correct timing of private
 
actions. 
These conditions imply delicacy and sophistication in program design,
 
and sophistication in administration.
 

For plannin8 Lo be effective, then, a number of preconditinnq r,, r ho .Tro., 
There must be a cicor view of goals, objectives, and targets. 
 In public plan
ning setting, therz must be 
some consensus 
on these aims, or at least the
 
assent of delegation of power. 
The planners must be 
..............and must
 
be canpetent. 
The initial test of their competence will go to their ability
 
to convert broadly stated plans into workable programs. For this task they
 
will need the economic competence to accurately estimate-costs 
 to calculate
 
program requirements 
and to schedule investments. Inaddition, they will need
 
the administrative competence to design controls and incentives, and to admin
istor those wisely. 
And finally, they will need the political competence to
 
achieve a 
broad mobilization of energies ana enthusiasm for the undertaking.
 
To do this the planaers must have at their disposal certain minima. powers,
 
and they must be able to deploy reasonable incentives. To maintain these 
powers, they will need to be able to test and demonstrate the effectiveness
 

of particular actions and programs.
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But it also raises questions of timing, work journeys, and transport. 
 If
 
carried out, it would result in "deconcentration,, of an order at least as
 
strong as 
that recommended in the "Experts" report, and endorsed 
 in the
 
Von Moltke part of the INCAE review as linealizing the city.
 

TM1 %MP3,.iotnof thz! Plan 

The planning docuiments say very little about implementation, beyond

the assertion that this task is the responsibility of :'icaraguan authorities.
 
The plan is 
a coherent picture of future development of the city of ?".nagua
 
and its region, but the feasibility and acceptability of either the whole
 
or its parts have not been tested against resource constraints, organizationa1
 
capacities, or 
the market place of local values and incentives. The attention
 
to costs is superficial, and institutional arrangements are largely ignored.
 
The actual situation, howpver, is highly dynamic. 
Ittiy acrors, public and
 
private, are involved in the implementation of development plans. 
 These
 
actors incur high opportunity costs by waiting; they may be expected to
 
respond as quickly as possible to opportunities, incentives, and pressures.
 
What, then, is likely to happen in the course of trying to implement this plan?
 

Let us speculate in scenario form. 
First, let us assume that the govern
ment wishes to moblize its efforts to carry out the main lines of the plan.
 
Its first task is co embark on the orderly programing of its efforts. 
Ths
 
requires an accurate perception of budget constraints in respect to money,
 
physical resources, and manpower, as well as clear statements of targets and
 
desirable rates of expenditure of resources. 
The plan dres not contain such
 
budgets and does not indicate such levels of effort, so that these must be
 
prepared. 
The broadly indicated physical objectives of the plan will have 
to
 
be converted into concrete programs, and the responsibility for program actions
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assigned. Simple 'critical path",analysis of public actions will reveal

where bottlenecks are likely to be encountered, steps can be taken to overand 

come these bottlenecks or to modify the targets.
 

At the same time, the public authorities will need to employ a 
varieLy

of programs, controls and incentives to secure complementary privatL action.
 
For in the Nicaraguan situation, with its heavy reliance on private initia
tives and investment, it will not be enough to attempt to secure compliance

through public controls. 
 Positive incentives as well as negative controls
 
will be needed, and these must attempt to obtain the correct timing of private

actions. 
These conditions imply delicacy and sophistication in program design,
 
and sophistication in administration.
 

For planning Lo be effective, then, a 
number of preconditinn 
m, r bp.Mt
There must be 
a 
clear view of goals, objectives, and targets. 
 In public plan
ning setting, there must be sane 
consensus on these aims, or at least the
 
assent of delegation of power. 
The planners must be *...........znd must
 
be competent. 
The initial test of their competence will go to their ability

to convert broadly stated plans into workable programs. For this task they

will need the economic competence to accurately estimate-costs, to calculate
 
program requirements, and to schedule investments. 
 In addition, they will need

the administrative competence to design controls and incentives, and to admin
ister those wisely. 
And finally, they will need the political competence 
toachieve a broad mobilization of energies and enthusiasm for the undertaking.

To do this the planaers must have at their disposal certain minimal powers,

and they must be able to deploy reasonable incentives. To maintain these
 
powers, they will need to be able to test and demonstrate the effectiveness
 

of particular actions and progrmse.
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There is presently a substantial deficit in planning resources in Nicara
gua. 
Basic data of all kinds, but particularly cost data, must be constructed
 
de novo. 
Staffs are undermanned, and organizations and institutions must com-

Pate for scarce human resources. Building materials and the constructiov industry
 
skills will be in short supply in any large-scale building program. 
 The start
up period for large-scale public actions, then, is likely to be 
longcr than
 

.normal.
 

At the same 
time, any delay in getting underway with prog'ram actions will
 
make the ultimate realization of the plan more difficult. 
 For individual actors
 
may be expected to fill any vacuum in development with their own decisions.
 
To appreciate the nature of this problem one needs only speculate on 
the
 
probable sequence of 
events 
that will take place in Managua.
 

For the purposes of this speculation, let us divide the development
 
time into the 
three periods of plan "staging" suggested in the Mexican plan. 
The first period is the present till 1974, the second is the period from 1974
 
to 1979, and the third is the period from 1979 to 1985. 
 In the first period
 
(to the end of 1974) the goverranent will be engaged in these tasks: 
 assembly
 
of data on land owrnership, land costs, building costs, site conditions, util
ity distributior., 
 and similar physical and economic features; staffing of
 
public agencies; assignment of development responsibilities to agencies;
 
conduct of engineering feasibility studies; preliminary land acquisition;
 
contracting with building enterprises; and making necessary budgetary allo
cations. 
Government construction, if it 
can got underway, is likely to be
 
confined to certain infrastructure projects, particularly to road and street
 

building and utility extensions.
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At the ame time, private parties will be under great pressure to make 

Improvements of all kinds, including new construction, Given the fact of
 
existing private cwnership of land, and given'the possibilities for further
 
private land acquisitions regular and irregular, and given the great pressurc.,
of demand, itmay be expected that mAny private actions will anticipate gover".
ment development action. A certain amount of housing and commercial facilitcy
 
building is presently underway, and the pace of such construction may be
 
expected to increase rapid .y. The existing large demand for housing from
 
parties presently overcrowded or under-housed will be swollen by the rapid
 
rate of return of former residents of Managua$ and by the inzcreased incentive
 
to migration to Managua resulting from the creation of large numbers of con

struction jobs.
 

This pressure can only result in substantial levels of private activity.
 
That activity, ifunguided, can alter the distribution of activities in space
 
envisaged by the plan. 
 For private actors will follow lines oppcrtunity--in
 
this case following the pattern of private land ownership and the possibilities
 
for finding 
vacant land for self-help housing. 
In the actual process of devel
opment by private parties, the areas developed first, by concentrating demand,
 
will exert pulls on shopping and commerical building of all kinds. 
These
 
"following" actions will in 
turn affect the relative distribution of service
 
jobs, and so subsequent residential decisions. 
If a sizable number of such
 
actions take place in the first phase, the dynamic of attractiveness of 
different sites will be affected, and the plan--seen as a stream of development 

actions--may be modified. 
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Therefore, both positive incentives and negative controls will need to
 

be used to implement Lhe plan. 
 For the area considered in the plan is 
large,
 

and if for eximple the residential 
areas in the older inner city are developed 

at higher densities than those assumed in the plan, and if the proposed green 

spaces and "sterilized" areas of the plan are built upon, the population pro

jected for 1985 could be substantially housed in the inner areas. So the
 

"hollowing out" called for by the plan will require strong controls over
 

building, building types, and occupance conditions. And there will be an
 

urgent need for strong incentive-creating developments of roads, utilities,
 

and site preparation, and a policy of strategic location of employment places.
 

The "green city" depicted by the plan may be achievable only if the
 

"popular !,ousiiag" (shown 
 at some distance from the center) is built first, 

and then only if there are suitable places of employment nearby. 
Thus, a
 

number of strong public actiong are needed at the earliest moment. The
 

above-mentioned 
 infrastructure actions have to be undertaken as quicly as
 

possible. A general 
 building code, which can be applied to ordinary building 

and which can be enfored, must be put into action. 
The public authorities
 

should institute a system of effective controls for the location of industry
 

and commercial activities. 
And the public agencies must move swiftly on cri

tical land acquisitions to pr*!erve rights-of-way for public infrastructure 

and to safeguard critical sites and proposed open areas.
 

The government cannot assume that the 
publication of t.,e plan will act
 

as an adequate guide to private action by itself. It must be supported by 

effective complementary actions, 
The publication of plans, moreover, will
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serve to stimulato ce;;tain private actions desigred to 
take advantage of
 
presumed futu:e public actions. 
But these private actions will not necessiril.y
 

be in full conformity with the plans. The 3omewhat hypothetical naLure of 
cost estimation in the plan may actually be misleading in some 
instances. For 
example, the policy of building largely on the plain, on lower ground, means 

building away from some of the amenity factors in Nicaragua, such as micro
cliriate. 
 The main reasons for this choice seem to be cost of utilities, some
 
building cost differentials, regional location factors, and the conclusion
 

that there are not -ny appreciable differences in soil conditions for building.
 
But as 
the differences are not really costed in actual situation, the trade
offs are hard to establish. As private parties do not bear full utility costs, 
as building cost differentials vary with construction type and method, and as
 
soil conditions ak'e very localized, private parties might actumlly find tr!s
 
trade-offs favorable to construction of sites on some parcels of higher ground.
 
And, of course, a long list of studies of behavior of individuals in disaster
 
areas (notably those 
of Tobert Kates and Gilbert White) show that individuals
 
do not have the 
same perception of risk as the "experts" and in any event 
cannot fully internalize the public costs involved. 
 If this proves to be the
 
case in Managua, it will take a great public effort to keep individuals fro
 
building on 
the "high risk" area marked for open space. 
 The best method for
 
insuring that these areas are not Wuilt upon is early public acquisition. 

The most serious danger to the plan, however, is found in the possibility
 
that the public capacity for "start up" is 
too limited, and that the public
 
actions will lag behind the private response. 
Public and ucquisition proce
dures are slow, even when condemnation is employed. And the capacity of the 
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existing staffs, for budgeting, programming, and contracting is currently 

well below that called for in the implementation of this plan. Such capa

cities will need to be greatly strengthened at an early moment; atid initial.
 

pu1c lterentions will need to 6 dramatic and well-publicizcd in order to
 

give a clear view cf the publi irtentions. The mobilization of private in

centives is.criticil, for the greater flexibility of action of private partices,
 

and the existing pattern of land ownership, will enable private actors to move
 

more quickly than public agencies. This private action is essenLia to the
 

success of reconstruction, and private initiatives should.not be discouraged,
 

but the public responsibility for the guidance of private action is heavy if
 

the plan is to be realized.
 

If the plan is to be useful in reconstruction and development, it must
 

be more than a snapshot view of an aLLcacLlve £uLuLe. It must be an active 

and living guide to actiont a set of directions for the continuous action of
 

development and chanee. As a practical matter, this partic, ar planning
 

document will need much supplementary work if it is to actually influence
 

the processes of development. This additional work includes the budgeting,
 

programming$ detailed project design, contracting and management mentioned
 

earlier in this memo, plus the host of feedbacks resulting from decisions in
 

each of the above areas. To do this work the Nicaraguan goverment will need
 

the asoistaoce of additional economists, engineers, planners, architects,
 

and project managers. At this points the most acute need is for development
 

economists and development programing specialists. There are more than
 

enough architects and engineers in Managua at this moment to handle the
 

amount of projects that the planners and prograw,-qrs are able to generate,
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Indeed, if thi public planners are 
not able to identify, program and prepare
 
sufficient publicly-inspired projects, the local architects and engineers will
 

probably be fully engaged on work initiated by private individuals.
 

At the present rate of program and project development, it will be
 
difficult to begin construction work on major elements of the Hexican Plan
 
before the end of the second time period, that is, before 1979. 
For even with
 
beefing-up of staffs, the processes of project description, budgetary allocation,
 

staff ccmitnent, land acquisition, site preparation, negotiation with private
 

developers, and contracting can consume the entire five years. 
 In the mean
time, these private parties who presently own land and have access to capital
 

will follow their own site and building improvement strategies, and those
 

individuals who do not own land or building sites will actively seek places
 

to build their houses--perhaps on the partially processed plan sites.
 

There are several difficulties which arise from the 
timing of the
 
development. 
 Perhaps the most important of these arises from the proper
 

strategy of development of the "habitaciones populares," 
or large-scale,
 

low-income communities. 
The development of these planned neighborhood units
 

not 'only involved a strong planning and administrative commitment, with
 

heavy start-up costs, but also will require either an unpromising and pro
bably lengthy search for private developer participation or the creation of
 
special public housing legislation. 
There is no precedent in Nicaragua for
 

large-scale, integrated community building for the low-income groups. But 
the low-income group is JusL that portion of the population which has the 
least capacity to defer some housing solution. So this segment of the popu
lation will build s-.e kinds of shelter, occupying "locations of opportunity" 
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whether or not these locations.are in agreement with the plan, and in so
 

doing, will establish settlement paLterns that will tend to persist.
 

There is strong incentive, therefore,to address the problem of low-income
 

housing and locational patterns at the earliest stage of planning. 
 There are
 

two main tools for affecting this settlements 
 1) early development of key
 

infrastructure, especially water and sewers; and 2) prompt intervention in the
 

pattern of Industrial and commercial location, and in the transportation
 

facilities that connect those locations to housing sites. 
The public planners
 

will scarcely have time to construct the somewhat idealized integrated com

munities called for in the plan, and so are well-advised to devote their
 

immediate efforts to influencing the choices of the thousands of individuals
 

by early provision of sites and services. 
Such positive actions are greatly
 

to be preferred to reliance on negative cuaLuuul. 
 ThM La k..f policing str-,L 
land use controls is difficult at best, and would be a heavy drain on scarce 

administrative resources at a time when these are solely needed for develop

ment tasks. There Is some doubt in my mind that such controls could be effect
ively enforced for long in the absence of strong positive locational factors
 

which "Induce" development at the desired places. 
 In my Judgment, the best
 

way to insure that certain alignments are not built-upon is to attract the
 

development to other sites, not to struggle to maintain their insulation
 

from development In a situation in which development pressures are intense.
 

At the least, the planners must siphon off some 
of that pressure.
 

It is therefore important to move quickly to create new "poles" 
of
 

attraction, particularzy toward the southeast. 
The mapping of the Plan Regu

lador section of the Plan document shows the -areas of Habitaciones Populares 
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largely outside the ring roads. In this plan about 2/3 of the 1985 popu1tio
 
would be far oat to the southeast of the city. 
A number of factors will in
fluence the prospects for such a 
policy. 
First, sites and services in this
 
location will have to be prepared very quickly, so that these areas offer as
 
much opportunity for building ss older, closer-in areas. 
 At the same time,
 
farther-out locations economically viable for large numbers. 
Presumaby the
 
low-income people would work in industry and large ccxmerce for that is the
 
main locational principle of the plans as it is presented. 
The government is 
trying to put as much industry as possible even further away, in Masaya, 
Granada, and Jnotepo. 
This policy would help to "weight" the spatial distri
bution in the southeasterly direction, but unless transportation improvements
 
accompany the locations of industry and jobs, people in the zone marked for
 
low-income housing will move along the lines of greater accessibility toward
 
the center of Managua. 
Put simply, differential access is
an important element
 
in differential opportunity, and the poorer persons are under stronger relative
 
pressure to rationalize their location. 
As they cannot buy much space in any
 
event, they may very well find ways to fill in the interstices in the inner
 
city development if the advantage in 
access to Jobs is appreciable.
 

If the Nicaraguan government begins its development effort with the con
struction of the broad central avenues proposed in the plan, a set of conse
quences will rapidly be set in motion. 
These avenues will provide superior
 
access; the access will raise the value of abutting land; the higher land values,
 
in a speculative development situation, will lead to higher levels of improve
ment (bigger buildings) 
on thse sites. In general, the le.son of the growth
 
of cities is that initial lines of access have strong influence In shaping the
 
direction of urban growth. 
If the intention of the planners is to stimulate
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deconcentration of activities, the earliest attention should be given to
 

strengthening the peripheral system of roads and transportation facilities.
 
This could be done by strengthening some of the lateral branches of the pre

sent road axes.
 

Because the present system of infrastructure improvements is snmewbat
 
centered on the downtown of Managua, and because that downtown could continue
 

to be the central place of a more decentralized system, the central area of
 
Managua will continue to have the heaviest volumes of traffic. 
As the plan
 
proposes to conserve all usable existing infrastructure, and as the volume
 

of new construction of infrastructure is'not likely to be large relative to
 
that already in place for a long time to come, the old city alignments will 
be the most attractive foci of development throughout the plan period (to 1985). 

The planers must take into account this existing distribution of opportuintrit.s. 

In summary, what is needed most acutely is the capacity to intervene in
 
a dynamic situation with a variety of direct and indirect programs, timed and 
located so as to guide behavior and to alter, in
a planned direction, the
 
effective prices and terms on which decisions are made. 
To do this requires
 

adequate and early staffing and resource allocation for the t sks of program
 
design, program budgeting, project development, and the management of controls
 
and Incentivs. Only 
 the input of ntmbers of experienced specialists, at the 
first possible momnt, can give any reasonable prospect of success in this
 
ambitious undertaking. (An immediate result of the application of these pro
gram tasks would be the scaling-down and refinement of these objectives.)
 

In particular, the planning effort needs the assistance of innovative
 

program designers, economists capable of carrying out the programing and 
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budgeting functions, large-scale project planners, and experts in financin$ 
and scheduling of projects (so as to smooth out the ubiquitous problems of 
"front end load" and subsequent cash-flow pinch. To supplement these spe
cialists, there should be strategic inputs from experienced professionals
 
in the planning of highways, in 
this case buses, and in the ccmuIity rela
tions problems posed by the relocation of so many residents. 

It is not possible to overstate the importance of timing. If present
 
resources are not strengthened, the pattern of private settlement will have
 
been fixed before the public can set a sites-and-services strategy, no public
 
projects will be mplemented until the end of the planned third stage (1985),
 
and land acquisition will not be completed in any orderly way, because pri
vate actions will have pre-empted strategic locations, so at the least, will
 
have bid up prices to a level which will require alteration nf OVPlnf"Oqt
 

plans. 
Under the bast of planning circumstances, the present plan will be
 
altered by the flow of events. 
In this circumstances it ismost useful to
 
convert the planned objectives into effective and realizable development
 
strategies. But more "strategic" approach also places a heavy burden on
 
the planning process. 
 The capacity for such planning must be largely
 
"created" in Nicaragua. 
Given the shortness of time, 
this can be done more
 
effectively by focusing responsibility on a single development agency, and
 
by supplementing that agency staff with a 
variety of needed skills and with
 
spclal "task forces." This is a 
suitable and important point of engagement
 

for International funding agencies.
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Summary of the objectives and recommendations contained inthe INCAE paper An Agenda for Reconstruction and Development -- Targets and Objectives 1974-1978. 1/ 

Sumnar- of Objectives 

1. Strive for an average annual growth rate in GrossNational Product in constant prices of 9%during the period1974-1978 so as to reach a per cApita income in 1978 ofUS$ 660. This is equivalent to an average growth rate of 7%
annual if 1972 is used as the base year. 

2. Reduce unemployment to not more than 5%of thepotential work force by creating 144, 000 new jobs by 1978. 

3. Design a special strategy for rebuilding the city of
Managua which will not involve 
more than C$ 1, 000 million innational construction per year. 

4. Follow a crrategy for increasing and diversifyingnational exports rp ipally in the agricultural and agro
industry suctors. 
 A strong and growing export sector willbe needed to avoid balance of payment problems especiallyin the medium te -m, because of the large volumes of imports
and foreign exchange which will be needed by the reconstruction.
Diversification, on the other hand, is considered fundamental toreduce the vulnerability of the national econor'-y to sharp fluctuations in pricus of a few export products.
 

5. Make or stimulate investments of C$ 10, 100 million
in the period 1974-1978 - 2
2,425 million in public investments, and the rest in the private sector.
 

Increase the average nationai 
' . saving rate from 13. 8% 
to , 5% of Gross National Product. 

7. Stimulate at Ieast two alternative secondary growth
poles in Nicaragua and take conscious steps to reduce the 

T/_Centrode Asesoramiento Doc. No. NI/PL-009 (Original
in Spanish) September 1973. 
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strong tendency of Managua to concentrate all economic and
 
population growth in itself.
 

8. Achieve national self-sufficiency in the production of
 
basic grains by 1978.
 

Summary of Recommendations 

1. Develop before December, 1973 some specific national 
goals in the area of education, health and culture. 

2. Reform both the tax laws and fiscal administration so as 
to increase government revenues from 8.7 to 10.6% of GNP and 
at the same time make the impact of tax collection more just
 
and economically neutral.
 

3. Adopt a national debt policy which limits the servicing
of foreign public debt to no more than 20% of exports. At the 
same time consolidate the administration of external public
debt with the objective of reducing interest rates and increasing
the repayment period through a shoft, where possible, from 
short-term private sources of credit to long-term financing
from the international lending agencies. 

4. Allocate government revenues in the period 1974-1978 
slo that primary emphasis is given to infrastructure invest
ments, to support economic activity, social services and human 
resource development. 

5. 	 Follow a process of urban planning which includes: 

a) 	 The immediate development and implementation of 
a transitory operational program to improve the 
efficiency of the city. 

b) 	 The analysis of alternative urban concepts for the 
future Managua. The principal criteria in evaluating 
these alternatives should be minimization of costs 
and seismic risk. 

c) 	 A project of pre-investment stud: .3designed to 
reveal the necessities of the city of Managua in 
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1978 including the areas needed for industry,
commerceand housing and the services and
various infrastructure needed to 	support
projected city activity. 

d) The development before the end of 1974 of a
complete urban plan which would include 
zoning regulation, and a detailed calendar 
of infrastructure to 	be built in 1974-1978. 

6. Follow a process of national economic planning which

would require that:
 

a) By the end of October, 1973, the Junta de Go
bierno and President of the National Emergency
Committee a) adopt a series of national objectives
such as those suggested in this document; b) 	assign
areas of responsibility for planning and implementa
tion to the different government agencies; and c)
give each government agency a tentative estimate 
of the resources which they will have during 1974. 

b) 	 By mid-December, 1973, each government agencywould be asked to prepare a plan of action for 1974 
and a strategy for the period 1974-1978. This plan
should include specific objectives and priorities, an
estimate of costs, and a calendar of action all ofwhich are consistent with the overall strategy adopted 
by 	the Government. 

c) 	 The Central Government should analyze and, if 
necessary, modify and then approve these plans
by 	January, 1974 so that implementation for 
1974 can begin righ away. 

7. To implement the planning process recommendations 
above (points 5 and 6) we consider that it will probably benecessary to make the following organizational modifications: 

a) Consolidate the work of urban planning in a metro
politan entity which will have both the legal powers
and capacity of staff to coordinate all the elements 
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involved in the reconstruction of the city. 
b) Establish or reinforce regional, entities
capable of developing and implementing
the strategy which will be necessary to
create viable secondary growth poles. 

c) Establish a staff or technical group to workdirectly with the Central Government 1) toelaborate objectives and tentative resourceallocations for each of the different government agencies; 2) to review and evaluate
the plans for 1974 of these entities: and 3)
to design and implement an executive information system which will serve the needsof the Central Government during the Re
construction period. 
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G" 'Mil (41x n) 101-11.0 ANNEX 
UNT.rD STATES GOVIRNMENT 

I,,o,ra;durr 
TO THE FILES DA'E: September 7, 19!; 

FROM Robert E. Culbertson, Director 

SUbjrCT: Dr. Adolph Ciberowski's Prescription for Managua Reconstruction Planning 

On September 5, Dr. Adolph Ciberowski, Director of Urban Planning of the Uniled
Nations. gave us the following outline of his recommendations for proceeding with
reconstruction planning in Managua. He indicated that his reccmmendations have
already received the approval in principle of the GON, specifically of General 
Somoza, Minister Valle Olivares arid Urbanismo Director Lopez. 

THE FIRST STEP. SYNTHESIS OF EXISTING STUDIES 

THE FIRST STEP, Ciberowski said should be token by Urbanismo which rnuf.t pool
together, analyse and sort out all of the recommendations that have been made by
various groups up to this point for reconstructing Managua. There have been a 
num hb.rof st i,,p mrid ,rm .,IlHin , ;n rpr nmmPn rlg,i;nnmr - n , r ,J,, a,rn e c .n " - -r,,

and shouid be adopted. in addition, there are a number ni recommenmoions that 
are common to all of the groups that have studied the prob em. These ruggst a 
consensus and consequently a sound bas!s for adoption and 'action by Nicaragua. 

The reports to be collated wouiJ include the INCAE-sponsored report of Drs. Monn
and VonMoltke, the Mexican proposals, both those already mncde and thi.,c to be 
made available on September 11, George Nez's reports, the report of the Inter-
national Panel of experts sponsored by IBRD, and the related reports of acologisis
and seismologists such as those of the U. S. Geological Survey. 

Urbanismo would be allowed six weeks to make this collation and analysis anrd to 
complete THE SECOND STEP, as defined below. 

THE SECOND STEP. BASIC GUIDELINES 

On the basis of the analysis Urbanismo should draft and the Government shrjld
promulgate a staternen; of the basic guidelines that will be followed in the r.con
struction of Managua. These basic guidelines, taken from* the analysis, would be
concise, would define a policy (not a detailed strategy), and would reflect a
selection from among the recommendations mad. by fie vrious reroups. of eL':y
poinis, consistant with each oWher, that best rerlec the d:cisioos of tlie. iL0IC4-

LguCns :is to the principles they want to follow in rcbuilding Mariojua. 

B#y U. V.Saving. Bonds RcZgalarly ou the Payrol Si0aah.,r P14,; 
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five basic points that he
Dr. 	Ciberowski indicated that there are 

believes should be included in the above mentioned guidelines:
 

1. 	Provision should be made for the reconstruction of some of the
 

facilities lost in the Managua earthquake outside of Managua,
 
in the secondary cities.
 

2. 	Improved building standards is an intrinsic, top priority part
 

of whatever scheme for reconstruction is adopted.
 

3. 	Although provision for the reconstruction of productive faci
lities should be made outside of Managua, Managua should be
 

recognized in the plan, as a matter of principle and policy,
 

as the continuing cultural and political center of Nicaragua.
 

4. 	The Ministry of the National District, Department of Urbanismo,
 
must unequivocally be designated the responsible agency for
 
implementing the master plan for Managua reconstruction.
 

5. 	All of the population, of Managua in particular, and of Nica

ragua in general, should be involved as participants in the
 
planning and implementation of reconstruction. Urbanismo
 
should formally and continuously invite the participation of
 

professional groups, and the citizenry in general, including
 
school children.
 

THE THIRD STEP. THE MASTER PLAN 

master plan follows upon the adoption of
As the development of ..e 

the 	'asic guidelines re._rred to above, the decision must be made
 

as to whether the plan will be enforced flexibly or rigidly. Th-;
 

has 	to do with the assigmrent of and limitations on the uses of
 

land, by location--or the zoning plan. 'It is Ciberowski's opinion
 
that the Managua plan should be rigidly maintained for the first.
 
five years. Wiile this is not consistent. with normal urban plan
ning doctrine, it is essential tnat the scheme devised for Managua
 

have five years of protected life before flexibility sets in, in
 
order to avoid total early chaos.
 

Ciberowski believes that the preparation of a complete and adequate 
master plan, ready for Urbanismo to implexment, down to guides for 
location and building permits and building inspection will require 
one and a half.years. Short-cuting this process should not be 
attempted.
 

THE FOURTH STEP, ThE CENTRAL AREA 

The central area is of very special importance and the planning
 
for its reconstruction must be done with great care, with full
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regard to the ccmplex and sensitive issues and interests involved.
 
The 	basis for he. carrying out of this planning, which amounts to
 
a special proJccL within the master p!.n, -.hould be an open, public
 
Ccnlrot I>o o-.::'='r 	 design of the central 
area. T .i o ,-

for 	pvi-it up c .on, held by :o ,'..,-'.-' 	 .'i voted 
interests in tLhe center. Seccondly, the choices to be made are so 
important, difficult and complex that maximum competition is neces
sary in order to get the best possible plan that is objectively
 
defensible and, at the samze time, most adequately achieves the 
proper balance between individual interests and the public interest.
 
Central to this is the assumption that no matter what plan is de
vised for the center, public use of the land will be very substan
tially emphasized at 
the expense of the degree of private use that
 
was in effect before the earthquake. I %
 

Competition could be open only to Nicaraguans, 
or the geographic 
arep could be extended, or the competition could be made fully 
internafional. Joint-venture competitors could be permitted. Inter
national competition would be the optimum choice.
 

As to timinS. the competition might best be announced in March of
 
1974 when the chosen guidelines of the GON for the center would
 
become firm, Six months should be allowed fo7: Lhe competition with
 
the winning design sel: ated in October, just a little over a year

from now. This would fit in well with L:-.e demolition and clean-up
 
efforts which should be in their concluding days by Oc'uber 1974.
 

With respect to guidelines for the center that appear now to be
 
desirable, Ciberow!ki had the tollowing suggestions:
 

1. 	 In order for i ,pmencatio of any plan to be effective, the 
Goverrz-.,ent siouc in the first instance acquire all of the land 
involved in the central city at the prices actually in effect
 
before the earthquake.
 

2. 	 The Government should pay the former owners for their property 
in government bonds. 

3. 	These bonds would be used by forner owners either to buy back
 
the land so 1o,, as it were to be used in accordance with tLe
 
new land-usa )IAn *for the center: or the bonds could be used to
 
buy 	new lana outside the central area.
 

4 . the GONs allocation of the land within the center, former
 
owi, .:s would have priority in re-acquiring their land, i.,be
 
used within the newly establis,-ed land-use rules. (Again it 
is clear that with the policy of converting the center to
 
essentially public uses, this priority will, in Cact, be avail
able only to a limited number of former owners.)
 

1 
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THE_ FIFTH ST-EP. TNTERIM PLAN 

Since the reconstruction of all faciliti6s destroyed by the earth
quake cannot await the availability of a rmaster plan that is going
 

to take one and a haLf years to prepare, there must be an interim
 

plan for the construction of essential buildings, including schools,
 

hospitals ard homes. This interim plan should be developed and pro
mulgated rapidly by Urbanismo.
 

THE SIXTH STEP. ORGANIZING TEE MINISTRY AND URBANIS%;O 

The Ministry of the National District and its Department of Urbanismo
 
must be carefully organized to carry out and implement the master
 
plan for Managua's reconstruction. Basically Urbanismo should be
 

organized into three major units: (a) Urban Development Planning;
 
(b) Urban Development Implementation; and (c) Special Studies. The
 

Urban Development Planning unit would be responsible for developing
 

both the overall and the detailed plans for Managua's reconstruction
 

and developxent. The Urban Develorment Implementation unit would
 
include the stages concerned with legal affairs, locational author

izatcons, buildin5 permits and building inspections. The Special
 
Studies unit would be concerned with the relationship bet:een zoning
 
and locational authorization decisions and the seismological facts
 
about Managua.
 

Ciberowski has trade available to us his draft organization plan and
 
a detailed functional statement of the proposed operations of the
 
Department of Urbanis.o.
 

TIT SE\NT';T ST?. EXTERNAL ASSISTANCE
 

In order for the reorganized and strengthened Department of Urbanismo 
to function effectively 1nd to cai'ry out the progrmn."outlined above, 
external technical assista:-ce will be required. The CON has recog
nized this and ,.as r.cueste t,., United Nations to supply this tech

nicaL a.%sistance. Ti.e United Nations and the GON are in substantial 
agreCemenL with Ciberowski'l; proposal that such tiechnical a'sSistance 

should consist of a total .ji 2f experts covering a total of 27-,, ..an
years at a cost of e,ec. s80.COO and $'3i>),DOO. The experts ::cv
 

abroad would be prov.ded to Urbanismo at r-he Director level, at tne 
principJl unit level (thrce basic units), and also at the next level 
below which cnsists of nine units. Some experts would remain as 
long as 24 months. This would include the counterpart to the Director 
of Urbanismo. Other experts would serve for as short a time as three 
months. As indicated, the total man-years would be 27 -, the total
 
man-months, 330, and Lhe number of different experts, 23, for an
 
average per expert of 1.2 man-years.
 

In addition to tce experts, the budget for externalassistance would
 
require funds for fellowships and for equipment. It is estimated
 

that these would cost *200,000, making the total budget for extornal
 
assistance approximately $1 million.
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Ciberowski indicated that the United Nations could supply one-third
 
of this amount. He would be most gratified if A.I.D. could contri
but one-third, with the balance to be sought from among the OAS, IDB,
 
IBRD and through bilateral assistance from Japan and Canada,
 

REC:ch
 

Distribution:
 
D/DIR:Elelaven
 
The Ambassador
 
A/AID:MJWilliams
 
AA/LA:HKleine
 
ARA/LA-CEN:DLazar
 

V /DR:WMann

LA/DR:RBreen
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In the name of the Nicaraguan people, their government, and on my
 
behalf, I wish to thank the organizers of this Conference for giving
 
-me the opportiinity to address you and the American ceople with whom
 
-we tave had E.-.ch close relations. 

As you probe My know, Nicaragua is often called the "Land of Lakes
 
and Volcanoes.". Our volcanic eruptions are famous, 
 and earthquakes
 
have been with us since time Inmemorial.
 

The city of Ni-nagua, located on the shores of Lake Managua and ringed

by four lagoons, covers an area of about thirty-five square miles. As
 
well as being the capital, it is the center of all the commercial, indus
trial, financial, and cultural activities of the country. 

I was at home with my family when we were hit by one of the greatest
tragedies in the history of Nicaragua -the Managua earthquake. It
 
was twelve-thirty in the morning of December 23, 1972 when the city

of Managua was 
rocked by the quake. Within six or seven seconds the
 
Following had taken place:
 

- Over ten thousand had been killed;
 
- Some twenty thousand injured;
 
-
 Fifteen hundred city blocks had been Flattened;
 
-
 Over fifty thousand homes had been Eotaly destroyed; 
- Fcair hoLpitA1 ha H hern reduned t'.- rubble: 

- The tacilitie-s of the Red Cross and Fire Department ,hadbeer. 
*4dernroishcd, 

- £jDver twelve hund-ed classrooms t-tid been wiped out; 
- T"eA-~r  lgh'ad sewage sys't.?ns in the- f~ilt areas had 

-suflred e ight- p .ccn. ninet per cent-.' destu-ction;
 
-
 The four public markets had been destroyed;
 
- Telephone, teleqraph, radio and television facilities had been
 

knocked cut;
 
-The police and armed forces had been rinderied irvr-tive;
 

- Small busiriess had suffered 20% losses;
 
-fndustry had lost 25' of itz Facilities;
 

- rhe banking, commercial and governmental services had been
 
paralyzed;
 

hours of terror, pain and shock. Uver atT a mitilia angui-s"ronnmaomtmb 
knew not where to torun that darke and tragic night. 

UNCLASSIFIED 



However, all this was not imrmnediately obvicus. With only rudimentary

faiclltles at my disposal, 
 1 initiated the first investigacion into the si
tuation existing in what remained 
of the command posts under my direction 
as Commander-ir.-Chief of the Armed Fore.. 4s -.e messengers I

,e"t rzhijrner with their nForn,2tion, 
 I gradually came to the realization
 
--J itersanding of the rr.zgnitude of the tragedy that had befallen 
our
 
people. Then came the confirmation that all centers which allowed the
 
carrying on 
daily activities had also been destroyed. Fire was
 
finishing off the devastation caused try the earthquake, while we stood
 
by impotent, 
unable to Fight the fires without equipment or water. 

-Twoa three and four o'clock in the morning government and military

officials, as well as personal friends came 
to offer the assistance they

knew would be required in the emergency. At perhaps six in the morm
ing, I surveyed the city from a helicopter and could only confirm the
 
infbrmation ghien me, Mana, ua v-es no - .,ore. 

I must express my gratitude to your Ambassador, Mister Turner B.
 
Shelton, 
who had put at my disposal the only available means-of
 
emergency communication with the outside world, 
 the radio equipment
 
still operating in the ruins of the AmericanEmbassy.
 

Our call for help was answered Immediately, and in the early hours of
the morning of -'ecember 23, the first assistance from your great 
country arrived by express orders from President Richard M. Nixon,
-Central American countries sent fire fighting equipment and ambulances 
to mplace our equipment which was buried in the rubble. You sent us
Vioctors, nurses, technicians, medicines, food, clothes, and equipment..
Latin America. and the rest of the world also contributed generously
±o the. pra isewor-hy rescue work which alleviated the su ffering of my
people. 

Later in the day, Lne Government Counci., the Cabinet and I held our 
first work session. At that time, it was decided to form a non-profit
National Emergency Committee, of which I had the honor of being named 
PrsidV. ,It, IS, .a-t.I.g ility ., m ,.r kedlr p, _hI.r. y , a 
those who had offered me their assistance to continue with the rescue 
of the injured and the removal of the bodies of those who had lost their 
lives. To facilia-e an orderlv exodus, avoid panic. prevent and 
epalernc, -wrsdcni1.te duopeU Lit. 11 

Managua was declared and open city. 

http:dcni1.te


After we had given the dead a christian burial, we proceeded to take 
the strictest sanitary measures possible to prevent an epidemic. Or,e 
radio station was put into operation so that we could communicate with 
the people, gtving then orizntation and instruction. 

Once the injured were rescued, and the dead buried, I ordered the 
avacuation of the city. Sevenb/-two hours were sufficient to evacuate 
three hundred thousand persons. Each family tooK its belongings 
thus avoiding ',oting. I must pay tribute to the Nicaragua people who 
showed on that day they could bear up under such harsh and painful 
circumstances. 

After the downtown area of Managua was evacuated, an area ot approxtmate
ly six hundred city blocks was fenced in to proert ihe rnerchandise still 
stored there, as well as valuable personal oelongings which had been left 
behind. Three control gatcs wcrc left, thrcugh which, as the months 
passed, the goods 1-rom the warehouses, as well as from private homes, 
passed in an orderly fasion with no further riots after the immediate 
poet earthquake ones. 

After the three days of evacuation operations, we were able to organize 
the activities of volunteer groups sent by international organizations who 
dedicated themselves to the distribution of water and food among the 
earthquake victims. Since our' couritry is used Lo elections, we dcidAd 
that the most organized form of food distribution was through the polling 
presincts in the areas of the capital, least affected by the earthquake. 
This was an efficient way of carrying out the distribution of food, water, 
clothes, and medicine to the distressed citizens of Vanagua. 

Everybody knew where their presinct was and went there. these presincts 
served throughout the country wherever ouake victims sought refuge. 
Through them, six hundred thousand food rations were distributed daily 
during the first week, and in this manner, desperation and looting were 
prevented.
 

The Armed. Forces never had to use their weapons to keep the citizens 
under control. 

Meanwhile, the International institutions such as the organization of 
American States, the Agency for International Development, the Inter-
American Developnent Bank, the A/orld Bank, the International Mcrietary 
Fund and the Central American Bank for Economic Integration and our 
Government initiated the exchange of views which put us on the road to 
reconstruction. 
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We not only received donations from the International Agencies. tx.rt
also low interest. !on.g term loans for the emergercy program. The
United "S3Wte:j dcnated eleven .thvsand provisional homes. The three 
tent c! es erec:ed in the M nag.o area were also donated by the 
United star- ' 

Within two weeks, potable water, electric: power and communications 
had been reestablished, outside the downtown area of the city. Now,
eleven months later, all the services inter'rupted by the earthquake 
are functioning -satisfactorily. Those which needed orly' repair were 
re.established within a sh
are nearing comp!ctioi-i. 

ort time end t!
In this area, 

-os, 
I 

whiLch needed r'econstruction 
can -iention hospitaL.h, schools, 

and business facilities. 

Although w can say with all certainty that the energy., loosed on
?vanagua was equivalent to six atomic bombs, of World War II strenght,
with the assistance of International aid and the socio-economic emergency 
measures carried out on a national level, Nicaragua has recovered one
hundred per cent of its gross national product and unemploymenc has 
been abolished. 

To achieve these ends, agricultural exports were taxed 10%, laborers
contributed with more work for the same salary, and the great majority
worked for Food alone. And Government employees, as well as the
armed forces, agreed to donaze one month's salary for two consecutive 
years, I wish to give special Yer-Llo,- to t-,e gere--osity of the ste-dors 
who unloaded sea and air shipments for sixty days without pay. 

-After lengthy discussions with international aperts and extensive studies,
it was decided to rebuild Managua on the same site. The Mexicun 
government then offered the Nicaragua people technical assistance in
drawing up detailed plans For the development and reconstruction of the 
new Managua. The National Emerqency Conmittee held public meetingsevery night, where the steps to be taken were discussed with the interna
tional lgencies and private enterprise. A group of inbernational experts,
specialists in different fields, coordinated by the organization of American 
States, gave its first report which contained the basic outlines of the 
new City. 

as consultant to the Government and the National Emergency Committee. 
A national panel on which all the public and private activities of the country
were represented was organized to give their views on the plarning of the 
new city. Faius urban experts have studied our problems. Only
magniricient coordination and good will made it possible to produce adocument of-such great importance, in such a short time, as the Mexican 
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-Plan For the new Managua, which was presented to us by t;,e Mexican 
government, on the -9 of Septerriber. For this we are deeply 
gmFteFul to0'is Exceilency, President L.uts Echeverria. 

It will be necessary to urdert , exterisive investigazions in order to 
arrive at thE firal cu,cnusi. as to the most desirable size and type
of coL-Lrtictibn for intensive hcmtJing kI the Managua area, However, our 
privat: ent,.'i, systern, which is what our country believes in, has
 
adopted the cverall plan of the Mexican government, in which areas
 
will be developed which will have all the services necessary 
 to a small 
community, and where bcth high and low income families will reside. 
Thee.downtown area is the only one with two alternatives. Alternative "A" 
was adopted since it would make maximum use of the already existing
 
infma-structure of the ruined city.
 

The cost of the reconstruction will be no less than five hundred million 
dollars. However, before the earthquake, we estimated that there was 
an annual loss of thirty-two million dollars because of the inefficient 
manner in which Managua was distributed. To avoide this expense, it 
would have taken about twenty-Five years to remodel the city. But the 
Nicaraguan people have come to understand that with the proper financing, 
the reconstruction oF Managua can be paid by correcting the transit ard 
service patterns of the city. 

"Theburden will be a heavy one for Nicaragua, however, we trust that we 
will be able to shoulder it with intelligence and integrity.. We must 
plan our investmants, both in time and priority, sc that our decisions 
will be approved by future generations, and we can then well say that 
the victims of the twenty-third of December adn tragic destruction of 
our capital city will not have been in vain. 

The Fact that since seventy-two hours after the earthquake there have 
been no riots for food, medicine, or medical care, is the best indication 
to the world, of the equitable and honest distribution of the goods sent 
to the earthquake victims. Despite this admirable record, Nicaragua 
still needs aid and donations, which, together with the willing spirit 
of the Nicaraguan people, and by the grace of God, will result in the 
total reconstruction oF Managua. 

Development, will install one of the most complete and modern seisno
logical network in the world, which will be a valuable cortribution to 
scientific research benefiting humanity. 
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In the name of' the Nicaraguan people, I wish to express our heartfeltgratitude to those of you who have dedicatea your professional andpersonal time on behalf of Nicaragua, as well as to those institutionswhich have so willingly given us their assistance. I would also like
to thank the Nicaraguan communities of Los Angeles and San 
 Fre ncisc:)who responded so generously to their country's call for help.allow me Finally,to extend and invitation to everyone present to visit our capitl, a visit which would be one 
more indication of your irt erest in thesuccess.of .the reconstr-uction of Managua. 

Thank you. 

Friday, Noverrber 30, 1974 
San Franctsco, California 



Illustrative List of Reconstruction Planning and Special Studies
 
To be UndertJle± n by the VMUP as 
part of the Imnediate Action
 

Program
 

UIPE M[R'PCPRIcD .. aftr project la 

I12 3 4 5 6 1 yr. 2r 

Six year framework of ManAqua urban Plan 

Mau.smplo 1'.ent composi~tion. shift 
Demographic study 

Seismic and other micro-gooqrhhic
constraints G, land use ootentials - -

imaged area S zudy, inolied local 
change In LU type, density 

Infrastructure Ir.al caPecities, 
projections of patterns 

-

Gross residential pattern  rel. to i 
al above fictors and housing economy 

Groms industrial pattern 

Gross Public service/comercinl 

pattern 

Gross Office, government and 
Institutional locations 
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HOME IMPROVEMENT CREDIT PO.R.,d4EST INCOME GROUPS 

(A USAID/Nicaragua Staff Paper)
 

I. 
General: The Mission recognizes that physical improvements to
Managuafs infrastructure, financed under the Reconstruction and
Deconcentration Loan may have 
a profound effect upon the lives
of the very lowest income families who comprise 55% to 60% of the
population. Some families will encounter now economic 
opportin
ities and others may encoute cpportunities to improve their
standard of living, though direct economic effects 
are minimal.
The conditicn of these poor people is always precarious, however.
and an equal prospect exists that benefits may not pass tc 
the
 
extent desired to this group. 
 It is considered of utmost: inportance that provision for supplementary credit be developed for
small business loans and loans for domestic purposes; specifically,

for the population group earning less than US $20 
per capita per,
month. Home improvement credit is defined as 
credit for purposes
riot allowed under present loan programs, including housing, land,
furnishings, public utilities connections, and education and 
train
ing.
 

I. Need: A number of specific 
needs for such credit will be generated
as a direct effect of the extension of municipal infrastructure and

planning polic es 
into and adjacent to low- income communities.
 

A. The extension of sewerwuLer and linies will motivate low-incuote
families to seek to secure full pltmbing installation in theip
houses. A basic plumbinq installation may cost $115 in cate rials plus $57 for an initial sewer fee and $85 for an initialwater fee including metcr and nwcessary piping. A minimum
electric wiring installa!-ion may cost about $37 in materialsand $17 for an electric meter, exterjor supply wiring andThe cost for materials and essential fees will 

fee. 
total a mJ n,.of $311 plns perhaps 30% Cc) 50% for skilled labor. 

B. Many persons living in the low-income communities to be icpru/verJ
under the proposed loin jre 1Jv;c -)[-, which ma'/ have b-.i land 
passed down their or'uhrough families purchased over ianyyear;but not titled legal!:: to them. IT is esti:mated that legtitling coscs for a Lot valued up no $950 would cost $19 fortitling alone and a total legal and tax charge of $50 if ]i-.1ig
is combined with a mortgage loan for the lot.
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C. While properties valued at less than $4,300 are exempt from
 
ordinary/real estate taxes, infrastructure extension costs
 
into very poor neighborhoods may be partially repaid by means
 
of a one-.time special assessment fee. Infrastructure costs 
per lot may cost from $400 to $1000. A special assessment 
tax at 50% of valnn which may be considered equitable for a
middle income ueighb:P-od would result- , however, in an extra
ordinary credit: vhrje on very low The- tax.inorres. can be
paid by extending the appropria te deferred payient: and credit 
services. 

D. 	 Persons who were former],, r,enters, bo'rrowe:rs, or squatters on
 
property in the improved neighborhoods, mo be displaced by

events ossociated with the appreciation oflproperty values.
 
Landlords may repossess the improved propety for sale or 
rent to higher bidders. Land "banked" by the CON to (clear
fault areas for parks cr for ronsolidation ol' commercial or 
institutional uses will displace nthers. Mrd]ian cost ':o 
these displaced families to purchase lot in T:he outer 7one 
of Managua is rurrent1.y averaged a: 0710, c, about ,2.L90 per 
square meter for an average lot. of ?51, square reers in irea. 

E. 	 In most inE-anres.... i is :.i :chA di sp Lr'ed t ilies 
who were squatLers or bourwers ol: V cc. ,.;i I able to sal
vage most of the ,crvial i tho . i,- ch., k i 'ndc r"Ct 
the shack o(,a now site. 'ome ]2.- of lov., V - 0'0 f-'.: lies in 

arnd ,' ro totsthe 	 innpr .u n-,ies of Kw.ami! sq a or bo-rc'..'ers 
of land (,.uao 'Kt-hei tr ";i,,amin'es'. , 	 ,.wl lin'stheir o r hiVt1 

':~ 	 :+1 c 
':I aci: re- stownlers '':,,. andd ;-' 70.3i' ilo',,l red i L is 

quired to pi '(,v:de s stindar,-! ":;':'im n nit.r' v ' ,r ,r ".H 
a conuret ' an 0',PI lfu 	 ado LI a lowerV 
current ver.y,. 1ijh ' l; io,; !',I th ' d.	 t i t I ', toion;.
New 	 stand .rd dwllipq -. also ne,,den in qrop'ps te .-	 of "n V, 
on subdivj(ied I c er, Lits th-e Pr'ditioul (,ldera-s nejghl or
hoods are ri].ed ih, Lh ver :' ,-:cs.- should be hrlIJ 
between $400 -md 2 ,no, 

F. 	 The improvement: o i'fn's ruc'rturr- and s-.'rvices in low-in.-. 
neighborhoods wi I I lead to a heih'- c a! real estate yeI esauid a more effi- ieu' use of lard. h-pq( i-s will be suhdi'vided. 
Marginal land will be urnugh"' into :,)r,e low-income people
will be at-t -('ted. lroje-'tions o 'h ,.V e .:inis cry of r-r,
Planning ind:ica Le that the pcpulanior with ! 2arily incomes selo,..;
$140.00 will increase by more than 867, between 1974 and ].''E 
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primarily in the established low-income neighborhoods. These
families will tend to mix on an odd lot basis into the existing community and will also require credit to purchase land

and build their dwellings. Other families will desire to move
 to alternate locations as their circumstances and jobs require.
 

To these direct effects of the improved community infrastruc
ture should be added several indirect effects.
 

G. 	The community as 
a unit will be and should be stimulated to
 
carry out improvements consistent with its upgraded physical

status. 
 Tree planting programs, community parks and meeting
rooms may be constructed. 
The 	paving of walkways would be a
particularly useful candidate for the use of credit to local
 
associations.
 

H. 	 For some families, closer contact with the regular services

and standard infrastructure of the municipality, as 
a result

of investments made by the Proposed Reconstruction Loan, will
result in a powerful personal stimulus theirto lives; be-1-e&transpoL't-ation 
rn paved roads means access to education and a

larger job market. 

Increased status resulting from the upgrading of an 
individual's
 
premises can reinforce his natural tendency toward upward socioeconomic mobility--generating further needs. Vocational education purposes are outstanding examples of the contribution
which domestic purpose credit make.can Credit and technicalassistance to establish neaghborhood cooperatives selling
basic foodstuffs, utnsils and hardware at bargain pi'ices isanother exampic. Sc,,'nqs and new earning capacity realizedby such programs - : be iiortant to habilitating capablefamilies up in-o tU: economic ma4-,i-,tream. Reliable sources
for personal credin for home improveinent at reasonable ratesfor' 	families with monthly income below per capita$20 	 are
non-existent ii Manao ua. 

I. 	 Because reasonable '-ources of domestic credit are nil cTd
because the n<ed is often acute, families which may qualifyfor 	business credit often uso portions of funds borrowed forthat purpose for personal use. In Managua there are four or
five institution with favorable lending programs for business purposes. 
 A,survey conducted by one of these institutions
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has revealed that at least 20% of the borrowed business credit
 
is typically rechannelled for domestic needs. Such practices
 
add to the risk of business loans and to the tendency to delin
quency while failing to satisfy borrowers' needs for domestic
 
purpose credit. A regular source for domestic purpose credit
 
will make more efficient use of new and existing funds for
 
both home improvements and small business credit.
 

J. Current surveys carried out in peripheral and inner city low
 
income neighborhoods indicate that 70% to 80% of the residents
 
have never heard of a community group in their area which is
 
trying to improve conditions for them. This is not, of course,
 
surprising because there is very little visible evidence of
 
such activity. The result, however, is to effectively isolate
 
the predominant low-income sector of the population from parti
cipation in decisions made for their communities by government.
 
See Table 1.
 

At present in Managua there is a need to upgrade community
 
group action so as to represent residents in decisions to
 
improve their communities and prepare alternative programs
 
of mutual action to help residents cope with and add to their
 
improved environment.
 

III. Demand:
 

A. 	The Lowest Income Population - Every income group will exper
ience some adjustment in coping with events brought about by a
 
change in their upgraded neighborhood as a result of the Fro
posed Reconstruction and Deconcentration Loan. The group to
 
which adjustments may become problems is the lowest income
 
group without savings or other personal resources and for whi:h
 
the available sources of home improveient credit are closed.
 

The 	critical group is composed of those families earning less
 
than $35 to $42 which could not even qualify for alternative
 
housing in the "Las Americas" communities under the Mission's
 
Low 	Cost Housing Loan Project. The lowest income group for
 
which access to a regular system of domestic purpose credit
 
is available is that group earninq at least the legal minimum
 
wage ($62 per month), paid by employees affiliated with the
 
Banco de Credito Popular. It is estimated that a maximum of
 
10% 	of the group earning from $62 to $100 per month enjoys
 
such stable employment.
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There is 
a scarcity of information on the present populatioin.The Vice Ministry of Urban Planning quotes August 1973of a Managua population of 288,000. This 

fiqnre8
omits many importalitoutlying neighborhoods to be included in projects of the Proposed Reconstruction Loan. 
Increasing this figure by 37,200
(estimate by the Office of Census for early 1974.) 
to account
for these neighborhoods, and then assuming a constant function
in the estimate of growth to 600,000 by 1969, give an approximate present population of 380,000 persons.
 

Average family size in Managua before the earthquake was 
officially placed at 5.4 persons. 
 This would mean that there are
70,000 families in the city. 
Among low income families the
.average family size since the earthquake has been tabulated at
6.15 persons and special low average family size figures of
4.5 persons in the crowded cuart~rias (one story tenaments).
 
On the basis of income data shown in Tablethat about 12% of 2, it is estimatedthe population earns less than $35,14% earn between $35 anotherand $62 while 29% 
earn more than the lejrlminimum wage but less than $100 per month. 
While these figures
can only be the roughest interpretation, the best estimate is
that 28,000 to 30,000 families are without access to a controlled
and reasonable system of domestic purpose credit. 
The number of
families will increase to almost 50,000 families by 1979 according to current population projections.
 
Exhibit A based on projections made by the Vice Ministry of
Urban Planning shows the present distribution of families earning less than $100 per month. 
By zone the distribution is as
follows:
 

Zone 4-5 (low density 6.15 pers/fam) = 
72,000 persons 11,700 families
Zone 3 (moderate dens. 5.4 pers/fam) = 
41,900 persons
Zone 2 (high density 4.5 pers/fam) 7,800 fFmilies
 = 37,800 persons 
 8,500 f-rilies
 

152,000 persons 28,090 farilies

By 1979 the Vice Ministry projections indicate that perhaps 7S
many as 140,000 new very low income inhabitants will be
buted throughout the urban structure as 

i:r
follows: See Exhibit E. 

Zone 4/5 = 
Zone 3 

145,700 persons (+100% of 1974 population)
= 
Zone 2 = 

77,400 persons (+ 85% of 1974 population)69,000 persons (+ 83% of 1974 population) 
292,100 persons 
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Most of the increase of the very low income population is
expected to take place in the path of the first priority
improvements proposed under the Reconstruction and Decon
centration Loan.
 

B. Savings Capacity - The ability to make 
use of home improvement
loans is directly related to the ability of lowest income families to save regularly each month the repayment charge.
Individual savings for families earning less than $35 in cash
per month and less 
than $100 per month have been published for
Tegucigalpa, Honduras, and Bogota, Colombia. 
They are remarkably similar. 
See Table 3.
 

Clearly the bulk of family savings must come from economies in
food expenditures with lesser savings realized in the cost of
drinks and tobacco, entertainment, personal expenditures and
clothing. 
More may be proposed to be spent on health care and
rent to assure more attendance to income generation and

improved living environment. 

-in
 

The Banco Credito Popular is currently carrying out a family
budget survey in "Las Americas" No. 2. 
The survey shows that
families living in this community pay 60% monthly wages on
average for food purchased principally at the central markel:
rather than at retail outlets in the community. Transportation
costs on average per family total $1.50 per month and the retail margin of sellers in the market over wholesale prices of
an average monthly purchase of $43.00 are $8.50 or 
20%. At
least $7 per family could be saved by a non-profit cooperative
sales outlet located in the community. The consumer cooperative operating in the "El Porvenir-Ciudad Jardin" community
has prospered while returning a 15% 
patronage refund to its
membership. 
Average income of families in 
"Las Americas" 1o.
2 is about $100 per month.
 

A thorough nutrition training program and consumer cooperative
for wholesale purchase and resale of foodstuffs and other b;jsir
goods may be established to increase savings potential. 
 Tt. is
unlikely, however, that savings greater than 12% per rronth of
income may be realized.
 

Several formulae are successfully in 
use for higher incorre
families to relate their financial resources to borrowing
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TABLE 1
 

AWARENESS OF COMMUNITY BASED ACTIVITIES
 

Answers to the question, "Are there any community groups
in this barrio trying to improve conditions here?"
 

Unit: % Families in each category
 

Category Yes No Don't Know No Answer 
Managua 21.90 52.50 23.50 (1.12) 

Inner Managua 
(Zones 2 and 3) 

14.15 61.44 21.98 (1.20) 

Outer Managua 

(Zones 4 and 5) 
25.89 47.90 24.34 (1.08) 

Source: INCAE Centro Survey 

Membership of community groups.
 

The following table shows the percentage of all families interviewed who have one 
or more 
members of the family participating
as members of a community group.
 

% of families containing member of group(s)
 

Managua 
 3.88
 

Inner Managua 
 2.10
 

Outer Managua 
 4.80
 

Source: 
 INCAE Centro de Asesorami3nto survey of 1000 very lo;,
 
income families in Managua, March-April 1974.
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INCOME DISTRIBUTION DATA FOR MANAGUA
 
AND 7 OTHER CITIES
 

'(,r,'ent of Population urveyed 

In 7 other 
For Managua cities 

Housing Bank University of Housing Bank
 
Survey of July Colorado Survey Survey of
 

Cordobas 1973 of July-August 1973 July 1973
 

0 - 300 10.6) 39.7% 4Q.2% 13.5) 7.G/
 
301 - 500 29.1) 1)
 

501 - 1,000 40.0) 50.1 46.6 35.4) 46.5 
1,001 - 1,500 10.1) 11.1) 

,q~l ?,~n1.)5.7 6.6)
1,501 - 2,NO 4.0) 6.6 8.9 
OM - ?,'.11 1.7) 

:'',I00-1,1)llI.{ 4.',11 9 q . 

',101 ind ov r., ",.11 4.1) 
S00' 100. 07 i00' 
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TABLE 3 
COMPARATIVE BUDGET ANALYSIS 

ANNUAL FAMILY INCOME US $750.00 

A B C 
Projected Family 
Budget Im-
BUDGET Central 3/ provement From Integrated Con-EXPENDITURES sumer Services as
Tegucigalpa- Part of the
Boqot4/ 
 Proposed Home Improvement Credit
 

FOOD 
 55.8% 
 58.2% 
 45.0%
 
RENT 
 16.3% 
 24.5% 
 25.0% /
 

CLOTHING 
 10.9% 
 5.4% 
 7.0%
 
HEALTH 
 1.5% 
 1.4'," 
 2.0%
 
PERSONAL1/ 
 2.4% 
 4.7% 
 2.0%
 
ENTERTAINMENT 
 3.6% 
 0.6% 
 2.0%
 
DRINKS/TOBACCO 
 4.5% 
 0.5% 
 0.5%
 
TRANSPORT 
 3.3% 
 3.7% 
 3.5%
 
OTHERS 
 1.6% 
 0.9% 
 1.0%
 

TOTAL 
 100.0% 
 100.0% 
 88.0%
 
SAVINGS 
 12.0% 
= $90.00
 

I00. 0%
 

i/ PERSONAL includes cleaning, haircuts, education
 
2/ RENT and Cooperatives dues equals US$190.00 per year or US$16.00/!°o.

3/ Direcci nGeneralde 
Estadsticasy 
Censos. "Encuesta de Ingresos y
Familiares 1967-1968" - Tegucigalpa, Honduras, April 197O.pp.
4/ Centro de Estudios sobre Desarrollo Econmico CEDE. "Encuesta de P're_,1puestos Familiares. 
 May 1967-18.1 
 Un-iv. 
de Los Andes, BogotI, Col.,
July 1969.
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capacity. 
The most conservative of 
these is the credit union
which allows credit on the basis of up to twice the value of
savings deposits. Assuming that a lowest income family can
save 
$3 per month or $36 
a year, the family is eligible to
borrow up to $72.* 
 Typically, commerical banks will allow
credit up to five times savings 
or a loan of $1bO. Our poorest
family would not qualify for a bank loan, however, since commercial banks allow personal loans to persons earning a minimum
of $214 per month. 
The Banco de Credito Popular which is the
only other established institution with a Domestic Purpose loan
program provides credit up to three times monthly income. 
A
family with earning of $30 per month (saving-at least $3) can
qualify for credit up to $90. 
 For this loan credit terms would
have to be extended for over 2- years to allows for repayment
of principal and interest. 
Such a loan would be sufficient,
however, to enable the low income family to title their lot or
bring water service to their house.
 

C. DEMAND FOR HOME IMPROVEMENT CREDIT
 

Home improvement credit and credit for home or 
land downpayments
and debts were even before the earthquake the first or second
most numerous 
use of borrowers in the higher-income lending
programs. 
 Only education needs were greater among members of
credit unions. Since the earthquake, home repairs, essential
furnishing and related costs are 
overwhelmingly dominant. During
1973 the Banco de Cr~dito Popular devoted 63% of all its 18,600
loans or $1,750,000 U.S. worth of funds for its first priority
program for use 
for home improvement, repairs, debts 
to the
Housing Bank of Nicaragua, health, education and 
tools.
be estimated that tho first three items on 
Tt may 

the list absorbed
more than $1,500,000 U.S. for the use of higher income and

skilled workers. 

The Credit Union System with 55 cooperatives and 8,759 -embersin Managua similarly used more than half of its $1,375,000 .S. 

Credit unions affiliated with industries and with access to 
a payroll deduction system for debt repayments may authorize credit
to more than 8X savings. 
 After six months of affiliation and 
up
 

savings of $18, 
a low income can receive credit up to $107.
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of lending capacity for home improvement uses. Workers affi
liated with these organizations earning an average $100.00 to
 
$200.00 per month utilized perhaps $2,000,000 U.S. during
 
1973. Regular borrowing institutions such as these accounts
 
for less than 6% of the-source of credit for lower income
 
people as discussed in Section IV.
 

Among the lowest income families the most urgent credit demand
ers will be those with secure tenure of land and dwelling in the
 
path of infrastructure improvements. Currently there are 11,700
 
families with incomes below $100.00 per month in zones 4 and 5
 
to receive the proposed loans first priority investments.
 
Table 4 shows that over 64% of these or 7,500 families are both
 
house owners and owners of their own lot. Table 5 shows that
 
only a little over one-quarter has full municipal utilities
 
and that one-quarter access to no utilities whatsoever.
 

It is estimated that the totally disadvantaged quarter of this
 
group will have need for credit totaling about $350.00 to make
 
use of new infrastructure to be installed in streets in front
 
of their houses. The value of this credit is over $600,000.
 
For the 50% of secure tenure lowest income families in the outer
 
Managua zone with partial utilities it is estimated home instal
lation and connection costs will be valued at, an average,
 
$175.00. If at least half of these families are also without
 
property titles to their land to qualify for utility connec
tions, the total credit bill would be about $1.5 million. To
 
install utilities in all dwellings of the outer zone would
 
require $2.3 million, of credit.
 

Housing of the very poor in the outer zone is in poorer condi
tion than in the inner zones as shown in Table 6. It would
 
require $160,000 in credit to put durable floors in the 70X of
 
all the units now sitting directly on the earth. 

The very poor live predominjntly in one-room houses as shown in 
Table 7. Ocr 4/5uhs live in one room or two room shelters-
the second usually to cooking dininguoo:v devoted a and space. 
To add ndditioal for purpose separatingin room tht- of The 
sexes or, r'Luui; in jeneral the lensity will require in mos
cases a doubling of the house size. Since the materials cost
 
of their currant units has been placed by them at a value of
 
$70.00, a new room for at least half of the families with
 
secure tenure in the outer zones represents a credit value of
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TENURE
 

The table below shows land tenure and shelter-unit tenure in Managun,

Inner and Outer Managua, by % of families in those categories:
 

Unit: % Families.in Category
 

MANAGUA 
 HOUSE TENURE 
 LAND TENURE
 

Owned 
 68.36 
 57.50
 

Rented 
 20.77 
 21.59
 

Other 
 10.84 
 22.00
 

INNER MANAGUA
 
(Zone 	2-3)
 

Owned 
 48.48 
 44.57
 

Rented 
 36.74 
 37.95
 

Other 
 14.75 
 17.46
 

OUTER MANAGUA
 
(Zone 4-5)
 

Owned 
 78.60 
 64.01
 

Rented 
 12.55 
 13.17
 

Other 
 8.83 
 22.62
 

SECURITY OF TENURE
 

Strategy: No Without Con- With Contract % With Title 
R tract or Title or Title or Contract 

Cuarterfa 13 65 3 3.70 

Other Renting 12 104 13 10.00 

INVI 1 0 104 99.04 
Other Owners 3 87 278 75.54 

Source: INCAE Centro Survey
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AVAILABILITY OF SERVICES 

IN LOWEST INCOME COMMUNITIES 

Category: Unit: % Families in each category
 

VANAGUA 

Water + 
Electri-
city + 
Drains 

51.27 

Water + 
Electri-
city 
Only 

17.50 

Water 
Only 

2.96 

Electri-
city 
Only 

11.56 

None 

15.96 

Paved 
Road+ 
Side-
walk 

9.31 

Paved 
Road 
Only 

2.25 

Side-
walk 
Only 

1.43 

No Paved 
Road nor 
Sidewalk 

86.48 

No 
Answer 

(0.40) 

INNER YANAGUA 
Zone 2

97.28 1.50 0.0 0.0 0.0 11.74 3.61 2.10 81.62 (0.66) 

OUTER MANAGUA 
Zone 4-5 

27.59 25.73 4.49 17.51 24.18 8.06 1.55 1.08 88.99 (0.31) 

SQUATTING 13.46 26.92 36.53 1.92 21.15 0.0 13.46 0.0 86.53 (0.00) 

CUARTERIA 95.06 4.93 0.0 0.0 0.0 20.98 1.23 3.73 74.07 (0.00) 

OTHER RETITING 60.00 16.50 3.07 13.07 6.15 6.92 3.84 1.53 86.15 (0.76) 

INVI 99.04 0.0 0.0 0.0 0.0 44.76 0.0 0.0 54.28 (0.95) 

OTHER OWNERS 34.13 20.13 0.65 18.81 25.82 1.75 0.87 1.09 96.09 (0.21) 

Source: INCAE Centro Survey
c] z 
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TABLE 6 

LEVEL OF DWELLING IMPROVEMENT
 

CATEGORY: 
 MATERIAL PREDOMINATING IN FLOOR- Unit: % FAM/CAT.
 

TILES 'EMBALDOZADO' EARTH OTHER/NO ANSWER 
Managua 39.20 3.17 56.09 (1.22) 
Inner Managua 62.12 3.33 33.03 (1.09) 
Outer Managua 27.63 3.11 68.17 (1.09) 
Squatters 11.53 9.61 76.92 (3.84) 
Cuarterlas 55.55 9.87 32.09 (2.46) 
Other Renting 41.53 3.07 53.07 (2.29) 

INVI (Not LasAmericas) 93.33 0.00 4.76 (1.90) 
Other Owners 27.57 2.62 68.49 (1.30) 

Source: INCAE Centro Survey
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TABLE 7
 

WELLING SIZE 

Unit: % families by dwelling size 
% with % with % with %with % with 
1 room 2 rooms 3 rooms 4 rooms 5 rooms 

Managua 57.62 30.70 8.29 1.43 1.33 

Inner Managua 58.13 30.12 8.43 0.90 1.80 

Outer Managua 57.36 31.00 8.21 1.70 1.08 

Squatting 65.38 23.07 7.69 1.92 0.00 

Cuarterfas * 83.95 16.04 0.00 0.00 0.00 

Other renting 54.61 37.69 4.61 2.30 0.76 

INVI (Not Las 
Americas) 46.66 36.19 11.42 2.85 0.95 
Owner-Occupying 53.61 33.26 8.97 1.53 1.56 

* Averaqe family size 4.5 

Source: INCAE Centro Survey
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$300,000o.00. Obviously the labor input for all this projected

construction must be provided through self-help.
 

D. DEMAND FOR NEW HOUSING
 

More than 35% of lowest income residents in Zone 4 and 5 are
 
renters, borrowers or squatters of property (Table 4). 
 This

is the most vulnerable to suffer as a result of the change of

real estate values. Credit requirements to house these people

in dwellings or 
lots of their own are estimated at least

$1,000.00 per family ($750.00 per lot plus $250.00 for a wood

frame basic dwelling). 
 The total bill for resettlement in the
outer priority zones alone is $4.1 million. 
It may be estimated
 
that no fewer than 25% of these renters would elect for this
alternative as both practical in terms of their resources and

desirable. 
Credit needs for the first priority renter group

for new housing is at least $1 million representing improvements

for 1,000 families.
 

E. DEMAND FOR AUXILIARY CONSUMER SERVICES
 

Demand for these services do not draw upon the credit repayment

capability of lowest income families but rather support credit
capability by generating free and forced savings for these fam
ilies. 
 In a community of 100 associated family members a coop
erative selling basic foods and other goods may realize monthly
sales in excess of $3,000.00. Assuming expenses of from 8% to

10% sales would be adequate to support the necessary staff and
 
expenses. Capitalization costs per project would be less than
$20,000 and may include an employment referral service, health

and dental facilities. Five consumer services centers in the

principal low-income neighborhoods located in Zone 3 and 4 would
 
require an investment of $100,000.00
 

F. PROJECTION OF DEMAND TO 1973
 

Based on the present lowest income population it has been deter
mined that credit demand totaling $3,000,000 existsto assist
 
perhaps 9,000 families:
 

1. Utilities installation and connection and titling $1,500,000
 

2. Installation of floors 
 160,000
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3. Addition of one room to dwelling $1,000,000
 

4. Auxiliary consumer services 	 100,000
 
$3,060,000
 

It has been determined that the demand for general purpose
 
credit of the Banco de Crddito Popular has totaled more than
 
30% of the loans issued in 1973.
 

At present the National Social Welfare Board (JNAPS) working in
 
the "Las Americas" project site of the AID-financed Low Cost
 
Housing Loan receives requests and seeks assistance for credit
 
at a rate of 1.8 per 100 families per month. The San Pablo
 
Apostol Credit Union has a loan rate of 3.9 requests per month
 
per 100 families. Middle income credit unions and the Banco de
 
Crddito Popular receive requests at the rate of about 8/100 per
 
month. The income range of the "Las Americas" community is
 
closest to the lowest-income sector. The demand rate of about
 
1.8/100 may be considered the normal rate, without Government
 
intervention to upgrade infrastructure stimulating borrowing.
 
Domestic purpose loan needs may be one-half the monthly rate
 
for a total lowest income population of 28,000 families. If
 
the average loan need is as low as $50.00, the total annual
 
normal credit needs of the group are about $1.5 million per
 
year.
 

5. 	General purposes, education, furnishings,
 
medical $1,500,000
 

Total $4,560,000
 

IV. PROBLEMS OF THE SUPPLY OF CREDIT
 

The INCAE survey of lowest income residents in Managua reveals that
 
only 6% of those families have recourse to reasonable loans through
 
regular credit institutions--a total of about 1,700 families.
 
Family and friends may provide credit at no cost, but the family
 
and friends of the very poor are also of very scarce resources.
 
This resource provides credit of the smallest value, most unre
liable availability and for the shortest possible period.
 

Banking and even charitable institutions with few exceptions
 
specifically avoid providing credit for domestic purposes to
 
families earning less than $100.00 per month, except for mortgage
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TABLE 8 

SOURCE OF FINANCING (In % of Families Interviewed) 

Response Squatters 
Renters in 
Tenements 

Other 
Rent-r's 

INVI 
Colonies 

Other 
Owners 

Average
Managua Low 
Income Families 

Personal 
Savings 0.00 4.00 18.46 14.28 17.54 13.61 

Employer 3.84 23.45 24.62 22.85 16.46 18.11 

Money Lender 17.30 16.04 13.08 15.23 17.76 16.47 

Family or 
Friends 36.53 34.56 22.31 26.66 23.46 27.73 

Bank Loan 3.84 6.17 2.31 13.43 5.92 5.83 

'Never Need 28.84 6.17 12.31 4.76 12.28 11.77 
Money' 

Other 3.84 1.23 1.54 0.95 1.54 1.53 

No Answer 5.76 7.40 5.34 0.95 3.96 4.40 

Source: INCAE Survey March-April 1974
 

The three important sources of money available to lowest income
 
families are the money lender, the employer, the family and friends.
 
The money lender may be the most convenient soure of funds but his

interest rate, it computed on an annual basis would equal more than
 
100%. 
Most of the money lenders' loans, however, are forsmall sums
 
--under $70.00--for terms ranging from days to weeks.
 

Employers can be counted on as 
an institutionalized and reliable
 
source of credit at reasonable rates. The lowest income group

seldom enjoy stable employment with reliable employers as they

are unskilled and of only marginal productivity as labor.
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credit for emergency housing passed directly to small builders ,is
a business loan to them.
 

A. 	Commercial banks make personal loans only to people earning
more than $215.00 per month. 
There is no special home buying
or improvement credit program.
 

B. 
Savings and Loan Associations will issue housing and home improvement loans to 
savers with incomes of at least $140.00 per
month. 
One of the requirements for this program is that the
house not be of low-cost wooden construction.
 

C. 	INFONAC -
The 	National Industrial Credit Corporation will also
make-loans to persons earning at least $140.00 per month. There
are no special programs for housing or other domestic purposes.
 
D. 	Banco de Cr4dito Popular is a Government-directed special irstitution patterned as a 'Morkers Bank." 
 Domestic purpose lorins
are 	available to families earning less than $100.00 per rronl.h
but probably do not reach families earning less than $63.00
per month represetted by the level of the legal minimum wage.
The reason is that loan management is carried out through
employers who voluntarily affiliate themselves with the Bank
and the Social Security System and make automatic payroll deductions of loan repayment charges.
 

It is estimated that, at most, only 10% of the families earning
below $100.00 per month have affiliation with the Bank because
of their inherent marginal labor productivity to established
employers. The average income of borrowers of the Bank is $193
per 	month. 

yost loans. 

In 1973 the Bank issued about 15,000 domestic pur-
All loans in that year had an average value of
188.00. 
Loans for domestic purposes in Managua may be valued
at more than $2,500,000 during 1973.
 

The effective annual interest rate for thebe loans for lowestincome borrowers is 12% for a maximum term of 1 years (18 ironthly payments). The 	minimum loan is $34.00 based on a minir:ur,
repayment charge of 1/12 of the monthly wage and a 10Y requirirJ
savings deposit ($3.40 earning 7% interest for the borrower).
As mentioned previously, the maximum loan for the lowest irco-e
borrower is $126.00 obliging the borrower's employer 1o dedic$8.00 per month from a salary of $63.00. Eight to 10" of thc
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eight dollar repayment fee is returned as forced savings to
 
the borrower's savings account. The delinquency rate as of
 
April 30 is 16.8% calculated on the value of loans to fami
lies with monthly earnings of less than $140.00. Delinquency
 
for all of the Bank's credit programs, however, is only 4.7%.
 

E. Credit Union Movement
 

There are 55 active credit unions in Managua serving 8,750
 
families with a total capital of $1,380,000.
 

Fifty-three of the credit unions of the city are affiliated
 
with employers and make use of automatic payroll deductions
 
for collection purposes. In Managua more than 8,300 mem
bers are affiliated in their place of employment and only
 
about 450 members are members of two neighborhood credit
 
unions relying upon an 'honor' repayment system. For the
 
reason that credit unions are principally affiliated with
 
established employers, they have the same difficulty as
 
does the Banco de Cr4dito Popular in reaching down to help
 
the lowest (and unstable) income family.
 

Only one of the two neighborhood credit unions in Managua
 
is active. The San Pablo Apostol Cooperative in the low
 
income neighborhood of Meneses (in Zone 3 of southeast
 
Managua) is five years old. Since 1972 the cooperative
 
has nearly doubled its membership and multiplied its cap
ital at better than 35% per year. There are now 300
 
members each with average savings of $415.00. About half
 
of the members have active loans with an average value
 
in the first quarter of 1974 of $310.00. The average
 
income today of the membership in the Son Pedro Apostol
 
Cooperative is $150.00 per month.
 

A survey of incomes reported of the member of the coopera
tive reveals that they were not always in the 'middle'
 
lower class. See Table 9.
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TABLE 9
 

INCOME OF MEMBERS ENTERING SAN PEDRO

APOSTOL COOPERATIVE 1969-1974
 

Cordobas per month. 

C$ 101 - 201 -

200 

6ui- 401- 501- 601- 701- 801- 901- 1001- 1251- 1501- 2001
300 400 500 
 600 700 
 800 900 1000 1250 1500
NO. 11 2000 3000
20 34 42 30 20 23 
 13 18 9 
 8 2 1
 
Number of Members:
 

Average Income at Entry 
About C$550= $79.00
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It is evident that families earning less than $100.00 per month
 
will join neighborhood credit institutions and make them prosper

if the proper ingredients of education and convenience are pre
sent. 
The San Pedro Apostol Credit union finds iteself in the
 
happy pcsition of being at a point of equilibrium between its
 
credit needs and capital resources. It has reached the size
 
which allows it to maintain a permanent staff of one and a public

office open to the main thoroughfare of its community. Over,

80% of its 300 members live in the surrounding areas of "Nicarao,

Meneses, and 14th of September," however, the membership is also

attracted from as 
far away as Reparto Schick, Las Americas, 10
 
de Mayo, La Fuente, Loucuale, Luis Somoza and Camino Solo.
 

A delinquency rate of 12% is experienced by this co-op versus
 
an 8% rate for credit unions affiliated with places of employ
ment. Irterest rates and terms of loans of credit unions 
are
 
tied to the amount of funds borrowed. For the lowest value of

loans(below $850.00) the interest rate is 
12% per year. However,

the loan is discounted at various rates up to 50% by a required

interest earning savings deposit. Effective interest is abouit
 
18% annually. Terms vary from six months to three years four
 
months. The average term is 10 to 14 months. 
 There are almost
 
no loan requests for credit of 
less than $70.00.
 

F. FUNDE 
 (The Fundaci6n Nicaraguense de Desarrollo) is a private

non-profit development foundation. Begun in 1970 FUNDE has
 
developed capital resources by 1973 of more than $1,700,000.

The Foundation does not have a home improvement credit program

aside from the finance mortgages for wooden dwellings fabricaLed

by small carpentry enterprises in Managua. By March 1974 seven
 
of these units costing $310.00 were financed through the Banco
de Cr4dito Popular and another 100 to 150 were directly fina-c d.
Other units are being financed outside Managua making a toral
 
of 500 units. The Managua component of the program is valued
 
at less than $100,000. There are no delinquency statistics
 
available.
 

FUNDE conducted a survey of its market vendors credit program

(for small business loans) and determined that about 20% of
 
the proceeds of these loans were utilized for unauthorized
 
domestic purposes. We may estimate the demand at a little
 
less than $50,000 
on a lending volume of $290,000 since Feb
ruary 1973. Approximately 1,000 market vendors were associ
ated with the program in this period. The delinquency rate
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is 8% to 9% on loans averaging $200.00 and collections made
daily. The effective annual interest rate is 
18% plus a 4%
 
per month forced savings deposit.
 

G. CEPAD (Comit6 Evanglico pro Ayuda al Desarrollo). The Committee
 
is an association of eight U. S. protestant missionary groups in
Nicaragua and 27 local protestant evangelical churches. Techni
cal assistance and fund raising services are provided by Church
World Services of the U. S. National Council of Churches. CEPAD
 
is not allowed to accept savings, but it does make loans from

its grant funds for home repair and reconstruction purposes.

Two of these programs are functioning in Managua.
 

1. 17 loans for reconstruction and home repair were made

during 1973. Average value of these loans was $430.00
 
for a total credit value of $7,250.00. The interest rate
annually is 6% with 
varied terms up to 2 years 6 months.

Loans for land purchase are excluded on the principle

that potential credit needs are too large for the credit
 
capital available.
 

2. 
A wood house credit program is also in progress operating
 
as 
mortgage financing directly to a small carpentry fabri
cating shop which CEPAD also operates in Las Americas No.
 
1 as a vocational training school. 
About 300 loans aver
aging $285.00 have been granted at 6% annual interest.
 
The delinquency rate is very high--about 80%.
 

3. An education credit program is being planned with capital
ization of $10,000 to $20,000. Tnterest will be from 6%
 
to 9%.
 

H. CARITAS Nicaragua 
- The welfare agency of the Catholic Arch
diocese of Nicaragua does not have a loan program for home

improvement credit other than a wood house credit progra

initiated after the earthquake. About 300 of these units

have been erected in Managua with an average value of $360.00.

The loans are interest free to be repaid over 4 years and 2

months. No funds are exchanged in the program so there is
 
no credit for land.
 

CARITAS also manages a Rotating Credit Fund for small business

borrowing. There is evidence that a portion of these loans
 are used in an unauthorized manner for domestic purposes. At
present 194 loans have been granted--35 in the Las Americas
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projects. Average loan value is $200.00 at an 
interest rate
 

of 6% and terms average 14 months.
 

I. SUMMARY
 

Thr~ee institutions in Managua provide cash credit for home
 
improvement purposes which may be available to 
lowest income

families: 
 Banco de Cr4dito Popular, Credit Union Movement,

and CEPAD. CARITAS, CEPAD and FUNDE also provide mortgage

credit "!4n-kind" indirectly in the form of a wooden dwelling

produced by an affiliated small business enterprise.
 

There is 
nc easy way of knowina how much credit for domestic
 
purposes has filtered down to the families earning less 
Lhan
 
100.00 Der month. Average loans range from $200 to $300.


only 6% of the lowest income group has made use of institu-
if
 

tional facilities, it may be estimated that one-half million

dollars is already reaching this population. Credit siphoned

from small business lending for domestic purposes probably

totals less than $100,000. 
 Home credit granted in the form
 
of structures 
probably totals in value $100,000. It can be
conservatively estimated that reasonable credit extended from

regular credit institutions to the lowest income families of
Managua probably total about one-half million dollars in 1973.
 
The remaining credit needs of these families 
was attended by

money lenders, employers, family and friends, and 
a portion

by personal savings.
 

If the total project demand for home improvement credit gen
erated by lowest income families only in priority 
'ones 4 and
 
5 in the first years of the proposed loan is discounted by the
institutional supply of credit provided to this group in 1973,
the net credit demand is $4,560,000 less 
$500,000 or $4,060,000.
 

V. DESCRIPTION OF THE PROJECT
 

The principal ingredient for a successful program of home irrmprove
ment borrowing for lowest income families is 
the development of

credit guarantees. 
 The capacity for only very low-income gener:
tion close to 
the limits for survival is symptomatic of a sense of
desperation and social disorientation on the part of many in this
 
group which contributes to 
'ery high risk. Assurance of repayrent

capacity and the effective use of loan funds 
to increase welfare

and income is considered by the Mission achievable by grouping the
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most highly motivated families of this income sector into community

based associations. Here, they may receive technical assistance,
 
set aside mutual savings and reserve funds and promote self-compli
ance with credit terms by social sanctions.
 

An organization comprised of many related community associations
 
provides a third person guarantee for credit, unavailable indivi
dually to most lowest income families. The central organization
 
promotes, develops and carries out most of the administrative
 
functions for community based credit associations, working together

with a regular banking organization. In Nicaragua, the Central
 
Organization or cooperative must be created. Appropriate and
 
specialized banking facilities, however, are well established in
 
the Banco de Crddito Popular.
 

The basic idea is to find the ways to accelerate the process of
 
savings and social change for the poorest urban families by means
 
of secured access to credit. A powerful stimulus is required to
 
generate a high sense of discipline and consistency in the use of
 
money. The promise of a greatly improved standard of living repre
sented by the new construction of basic infrastructure under the
 
Proposed Reconstruction and Deconcentration Loan can have a power
ful effect. Improved housing to make use of the installed infra
structure is another forceful motivator. Housing is one of the most
 
costly investments relative to income of this group and therefore
 
the most remote and highly prized goal.
 

Shelter is just one of many problems facing these families and
 
proposes the development of a cooperative community to provide

the setting for attacking a wide-range of physical and economic
 
problems. All community based associations will be linked with
 
other types of cooperatives and systems of finance and savings

which impel the members toward an improvement of their condition.
 

As soon as the occupant of a new dwelling place can buy a few
 
sheets of metal roofing, a bag of cement or a few concrete blocks,

he improves and expands his shack into a better place to live. h
 
floor is added, furnishing are constructed or purchased; there is
 
a new concern about street paving, water and lights. The community

association concept seeks to organize and encourage this process
 
so that over a period of time these "shanty towns" can be trans
formed into attractive neighborhoods.
 

In several countries, governments are now realizing the answer is
 
not slum eradication. Instead they are trying to legalize and
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improve these areas. 
 There are, however, chronic problems with
government-sponsored programs at this level. 
 Politics, red tape,
rapid turnover in personnel and the patron attitude all contribute to limiting the success of this type of direct government
program. 
The community association concept provides a delivery
system for governments to use in reaching these people.
 

The Finance Mechanism:
 

Based on their experience, the Banco Popular de Cr4dito has estimated
that three years would provide a period of time adequate to reasonably anticipate the disbursement of $3.9 million at an estimated
repayment rate of $100 per family member per year. 
 This is approximately 1/3 of the rate experienced by the San Pablo Apostol community
cooperative end is consistent with the lower average family income
of the priority population group.
 

Funds of the Proposed 
 Reconstruction and Deconcentration Loan shall
be deposited in the Banco de Cr4dito Popular as an investment fund
for home improvement credit with the full faith and credit of the
Bank. An additional fund will be deposited in the Bank from proceeds of the Loan as a reserve fund carrying the guarantee of the
Government of Nicaragua. 
 The reserve fund of 20% will be apportioned
with each credit request approved by the B-nk to assure against loss
from delinquent loans. GON counterpart funds totaling up to 50% 
of
loan-funded capital shall be deposited in the Bank for the purpose
of credit for 
the purc hise of lots for squatters uprooted in the
procss o? bringIng in irifr.,structur-, elearing green areas and
regularizing reJghborhood urbanization patterns.
 
Requests for loan crediL will be generated as a result of surveysby a central promotion, development and collection Igency affiliatedwith a central grange of ueighborhood home improvement associations.Community residents who have similar credit needs will be encouraged
to form a neighborhood association specializing in resolving theirneeds such as 
housing, repairs and improvements, special credit,
neighborhood services, etc. 
 All the permanent technical staff required of 
a large community association and necessary to serve small
local associations as well will be centralized in the central unit.
 
Funds for organization, equipment and working capital of the central
grange, its technical service agency and technical assistance to
establish the cssociation or cooperative system will be drawn fromproceeds of the Reconstruction and Deconcentration Loan and depositedin the Bank guaranteed by the Government of Nicaragua. Savings of 
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members, capitalization on operations and amortization will be
deposited in the reserve 
fund to repay interest on the Reserve Fund
on behalf of the GON, to repay initial organization and technical

assistance debt to the Fund and build capital in the name of the
 
grange.
 

The central grange will monthly return loan collections to the Bank
with the initial accounting tabulations. The Association Credit
Department of the Bank, established under Article 31 of the Bank's
bylaws, will be in charge of all finance and accounting activities

related to the program. Data processing of accounting records to be
carried out by computerized equipment will be provided to the central
association by the Department for a fixed fee in the 
same manner that

the Bank's other credit programs are managed.
 

Several non-profit agencies with established community organizations

have expressed interest in participating in the program. CARITAS,
CEPAD, FUNDE, and FECACNTC represent many thousands of Managuans with

incomes within the limits established for home improvement credit and
have received personal or small business loans. 
 The non-profit agencies may wish to participate with an investment of their own to expand
the credit resources 
available to their associates.
 

Conserving the assocation identity of 
these people and borrowing upon
the credit history and organization work already carried out can have
a positive effect in assuring low delinquency as the home improvement
credit program is begun. A close relationship should be encouraged
by granting premium interest returns to counterpart investments. When
mixed with low interest charges as 
a result of AID concessional terms,
the individual beneficiaries of credit are not penalized. 
Credit resources of the central grange will be increased and the participating
non-profit agencies will share in the security of the Reserve Fund.
 

Terms of Credit to Members
 

According to projections made by the Banco de Cr~dito Popular con
cessional AID loan funds 
for domestic credit deposited with an interest
rate of 3% per anilum may be re-lent by the Bank at 4% over the principal of the loan. ."c additional 2% fee may be charged by Departmentof Association Credit to provide data processing 

the 
service to the centralassociation organization. The central grange may in turn charge 4%
for its service of promotion of technical services and collection,and
assign 2% of the principal as forced savings to accrue in favor of the
 

borrower.
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The average annual interest of 12% is equal to terms offered by
credit unions and most favorable mortgage terms for cooperative
housing finance with the Central American Bank for Economic Integration (CABEI). 
The terms are lower than conventional commercial
banks and much lower than terms offered by money lenders
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HOME IMPROVEMENT ASSOCIATIONS
 
CREDIT PROGRAM
 

Banco de Cr~dito Popular Outline of Main'Points as Bank Sees Them.
 

1) 	The objective of the Program would be to make loans available
 
for home improvement to people with incomes lower than US$100
 
or US$150 per month, in cases when they do not meet the norms
 
of the Bank's other programs and are not covered either by

programs of other lending institutions or when they need the

loan for investments not included in the Bank's present pro
grams, for example the purchase of land.
 

2) 	The Bank would channel the funds, through some type of a

line of credit, to associations of residents of the same

suburb or maybe to a mother entity of such associations.
 

3) 	Some of the objectives of the open type mother entity would
 
be as follows:
 
a) To promote, to develop and to assist the associations
 

mentioned in point 2.
 

b) 	To supervise and to guide the associations.
 

c) 	To provide them some administrative services for reducing

their costs. The assciations' accounting could be done

by the entity as well as other services, such as: legal;

hiring employees and payroll; purchasing; auditing; etc.
 
It is important to mention also that a centralized
 
accounting system would probably be more reliable.
 

4) 	The Entity would have a Board of Directors. Banco Popular

is willing to participate in the Board of Directors meet
ings. The Bank would have voice but would not have vote.
 
The 	Bank is willing to act as advisor when requested by the
 
Entity.
 

5) 	The Entity would deposit its funds in a savings account at
 
the Bank, as well as the funds of each association. These
 
funds would be part of the guarantee of the loans disbursed
 
by the Bank.
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6) 	The Entity or the associations could borrow from the Bank
up to an amount equivalent to several times the balance of
 
their deposits.
 

7) 
It has to be given thought as 
to how the starting guarantee

deposit fund would be financed.
 

8) 	The Bank loans would also be guaranteed by all the other
assets of the Entity and the associations, including the
promissory notes and any guarantees of the individual
 
borrowers of the associations.
 

9) 	The Bank thinks that the association members would benefit
by a Bank Plan for trying to reduce the cost of living of
lower income groups. In fact, with the funds from the AID
Loan, the Bank would provide 'loans to the associations fur
establishing grocery stores. 
 The 	grocery stores would sell
to the association members with a discount. 
Each association member, however, would disburse for his purchase as 
much
money, as 
if he were purchasing at the regular price. 
 The
amount of money, equivalent to the discount, would be credited by the association to the savings account of the purchaser in the association. 
This system might motivate other
members of the community to join the associations.
 

The 	stores would then meet three objectives:
 

a) 	Reducing the cost of living.
 

b) 
Promoting saving and increasing the funds of the
 
association.
 

c) 	Motivating other residents of the community to join the
 
associations.
 

The 	mother Entity might want to purchase all the items for
the inventories of these stores for getting the price benefit of large quantity purchases.
 

Another important Bank Plan, which could also be carried out
by the associations for the benefit of their members, is to
provide loans for growing vegetables or other products in the
yards of the homes. The Bank estimated such a program might
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mean from 300 to 500 cordobas of additional income and/or

saving for each home per year. This is equivalent to about

what each of these people earn, on the average, in one month.
 

The growers could also sell to the grocery stores, mentioned
 
above, that portion of their crop that they do not want to
 
keep 	for their own consumption.
 

10) 	 It could be expected that at least 20 suburb or community

associations or cooperatives could be developed by the Entity

the first year. 'The second year could be development around

50 or mov'e. The associations could be expected to have, on 
the average, 100 members each. So, in approximately two-year
period, around 7,000 people would be in the program. 

11) 	 The funds required, for meeting loan demands of 120 to 170
 
associations with a membership of 12,000 to 17,000 families,

would be five million dollars in a period of five years. At

this point, yearly cash repayment from the associations would

be equal to the disbursements made by the Bank for new loans.

See Exh.ibit I. The number of associations organized, in each
 
period, would depend upon the Entity's ability to develop them
 
and to keep them well organized and with membership loyalty. 
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LOAN FUNDS NEEDED BY THE BANK
 
FOR THE NEW PROGRAM 

(Thousand Dollars)
 

DISBURSEMENT 
 REPAYMENT 
 ENDING * YEAR 
 TO CLIENTS 
 FROM CLIENTS 
 PORTFOLIO
 

1 1,000 200 
 800
 

2 2,500 
 700 2,600
 

3 2,500 
 1,200 
 3,900
 

4 2,500 
 1,700 
 4,700
 

5 2,500 
 2,200 
 5,000
 

I"urtds i(eid(.d (-(thL,]. to ending portfolio it then end of
 
'heh fiflh year- r 0 m!I]ion di.nr;.
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B Operation, I mplementatl on and Disposition of the 
Small Enterprise Reconstruction Credit Fund. 

C 

D 

E 

F 

IIlustrative List of Polar Development Credit Requirements. 

CABEI Study - Small Business Development credit* 
requirements. 

Transportation Sector Credit Requirements. * 

Corporate Organization Structure. * 

G Illustrative List of Bottleneck Area Credit Requirements. 

H Decree* 

I Financial Statements FED " 

J Interest Tables * 

K Interest Rates Charged by Loan Sharks * 

L BCN Letter of Application* 
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I.. Special Development Fund (FED): The Special Development Fund,FED, 	 was created by Decree No. 323'of April 12, 1972, 	 (Annex 16H,as a public cgency represented and administrated by the Central Bank of Nicaragua, 	 CBN, with the purpose of developing the growth and diversification of exportsand the productive activities of the country, through the orientation of financialand technical resources towards key sectors of the economy. 

The FED is governed by the Board of Directors of the Central Bankof Nicaragua, which duties according to the Decree, are summarized as follows: 

1. 	 Approve the Programs to be financed by the fund. 

2. 	 Approve the contracting of financial resources. 

3. 	 Approve the loans to be granted to intermediate financial
institutions, and the procedures to be followed for these 
loans. 

4. 	 Approve the general and special conditions that will rule 
each of these programs. 

5. 	 Approve the organization, operative procedures and 
activities of the FED. 

6, 	 Approve any other measures necessary to achieve the goals
of the FED. 

The internal organization of the FED is shown in the following
chart. 

FED 	 ORGANIZATION CHART 

ConstructionProgam Agroindustryrogram LivestockProgram 

Professionals 1 1 4 
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The policy and rules established by the Board of Directors arecarried out b, the President of the Central' Bank of Nicaragua and the Director 
of the FED. 

The specific duties of the Director of the FED are the planning,organization, direction and control of all the FED's activities. The Directors
of each of the Programs, follow the general policy established by the Board of 
Directors and/or by the Director of the FED. 

The FED's accounting and internal auditing are done by the Central
Bank. The FED also employs the use of external auditors. 

The equity of the FED originates from contributions from the CentralGovernment and a percentage of the profits of the Central Bank, interest marginson its operations and from public or private donations of other nature. Through
March 31, 1974, the FED has received (3,500,000 from the GON and
(1,347,000 from the Central Bank. A clear historical picture of operating

results is not available as the FED's first loans were not placed until the first
quarter of 1974. Accumulated deficits, including start up costs, 
 amounted to
($230,000 as of March 31, 1974. 

Sources of debt include two concessionary loans from IDB

((64.4 million) for the Construction industry (¢35.0 million) and the Agro
industries (129.4 million) and a loan from the IBRD (159.5 million) for the livestock program. 
 Drawdown of loans equalled 19,940,000 as of March 31, 1974.

No loan funds have been disbursed under the IBRD program. (Financial State
ments are shown in Annex 16 I.
 

The Programs of the FUND 

To date, the FED has two loan programs in operation, partiallyfinanced by IDB, for a total amount of (91.7 millior. : I ne aimed at the Develop
ment of the Construction Industry and of Construction Materials, and the second 
one at the Development of Agro-Industrial enterprises. 

The financial resources for these two programs are channeledthrough the banking system with a double purpose: first, to open a greater number 
of credit sources to the final users, and second, to lead the private banking 
resources to the financing of the key productive sectors of the development of the 

UNCLASSIFIED
 



UNCLASSIFIED 
ANNEX 16 Exhibit A
Page 3 of 17
 

Nicaraguan economy.
 

To achieve these goals, the FED and the Central Bank have adopteda sufficiently attractive financial incentives policy to attract the participation ofthe private brnkirng sector. These financial incentives consist in offering thebanks competitive interest margins for the channeling of loans under the program. 

Chart No. 1, following, shows the variations of the margins ofinterest available to the participant financial institutions, (intermediate banks)depending on the size of the enterprises and on the percentage of participation ofthe banks in the projects. The figures of Chart No. 1 apply to the two programs
financed by the IDB. 



Percentage of Final Interest 
Participation Rate 

Fl FED Annual % 

30(l)
25 

70 
75 

8.00 
8.00 

20 80 8.00 
15 85 8.00 

35 	(2) 65 9.00 
30 70 9.00 
25 75 9.00 
20 80 9.00 
15 85 9.00 

CHART NO. 1
 

$MALL ENTERPRISES (3)
 

Differential of Interest 
on the Participation of 

FED 

Fl FED 

4.75 
3.50 
2.50 
1.75 

3.25 
4.50 
5.50 
6.25 

LARGE ENTERPRISES (3) 

4.75 	 4.25 
3.75 	 5.25 
2.75 	 6.25 
2.00 	 7.00 
1.40 	 7.60 

UNCLASSIFIED 

ANNEX 16 [xh'hit A 
Page 4 of 17 

Return on the 
Participation of the 

F 

% 

19.08 
18.50 
18.00 
17.91 

17.82 
17.75 
17.25 
17.00 
16.93 

(1) The participation of 1he FI of over 30% will have the same differential as established 
for 30%-. 

(2) 	The participation of the Fl of over 35% will have the same differential as established 
for 35%. 

(3)The definitions of small enterprise and large of each program, are 	given further ahead 
in this lext.
 

FI - Financial Institutions.
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A. Development of the Construction and Construction Materials Industries 
Program 

This program is aimed at strengthening and increasing the productioncapacity of the Construction and Construction Materials lndusrries, with the purposeof supplying the increasing demand for construction services and materials, as aresult of the earthquake of December 1972, in Managua. 

This program has nation-wide scope and is designed for the financingof investment for the installation, expansion and/or modernization of the activities of small, medium and large construction enterprises and construction
 
materials producers.
 

The term for sub-borrowers fluctuates between 5 andfixed assets, with grace periods of up to three (3) years, 
15 years for 

depending of the payment capacity of each pro ject. Loans for working capital are granted from the
resources obtained from local contributions,

months. The minimum amount of a 

at a maximum term of eighteen (18)
loan under this program is 1$35,000 and themaximum 17.0 million. 

Loans for fixed assets have an effective interest rate of 8% per yvi,in flip cus f wiua M~rp (1lio.n41,,, ry fllt ilg tim 
Willh tlol IISSU'I 1101 ox, rcii fj.1 20, 000),ti ,,,,11 uq' fl1(114n1 (un-, Mgt n liw,1l 1l1, (IlkvN r im i4 ).l.,,ib lot workInU I (i0(l (I. IJUnint:lmI i ,ultI II ililft' .lA(d 14"; , ltMI yt.,1. 
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The table below shows the status of the program at 5/15/74. 

FED CONSTRUCTION PROGRAM 

STATUS REPORT 5/15/74 
(Moos) 

No. of Total PARTICIPATION 
Pro jects Amount FED IF Borrower 

1) Projects submitted 
to FED 23 43,137.3 24,870.2 11,361.7 6,905.4 

2) Projects declared 
eligible by FED 20 38,816.0 21,877.2 10,504.7 6,434.1 

3) Projects submitted 
to FED for financing 11 25,945.7 14,330.8 6,677.7 4,937.2 

4) Projects which fi
nancing approved by
FED 8 15,373.4 9,574.0 4,116.7 1,682.7 

5) Disbursements 7,999.4 5,513.9 2,485.5 

6) Project Inventory 
(not yet submitted 
to FED) 11 20,000.0 10,554.0 4,421.0 5,025.0 

Additional statistics on the 20 projects, valued at 138.8 million, declared eligibleby the FED, indicate an average project cost of 111,940,000 with a range of project cost
running from 1252,000 to $7,817,000. The average loan for these projects includingparticipation by commercial banks is 11,620,000 with a range of loans running from1252,000 to 15,250,000. The participation on the part of the private commercial banks
and borrower is44% which is well above the 29% anticipated at the inception of the 
program. 
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The FED Director has stated that the BID funds will le fully
committed by mid-year, 1974. 
 This is borne out by adding the project inventoryof (10,554. 000 to the projects declared eligible by FED (21,877,000 (Totalis 132,431,000 leaving only a small balance of (2,569,000.) 

B. Agro-lndustriql Development Program 

This Program is aimed at financing investments for the installation,expansion and/or modernization of the activities of small, medium and largeagro-industrial enterprises and of cooperatives related to the production and agro
industrialization process. 

The Program has a national scope, giving preference to the financingof projects located in sectors near the raw material production centers and/orzones with a low level of economic development. 

The resources from the program give preference to financingprojects of greater economic impact and which are included in at least oneof
the following activities:
 

i. Activities related to the harvesting, quality improvement,storing, elementary processing, packing and distribution of agricultural and cattle,forestal, game and fishing products, all of national origin; and 

Activities for the processing and distribution of agro-industrial origin raw materials, based on organic and national raw materials. 

The term for sub-borrowers fluctuates between 5 and 15 years, andthe grace period between 3 and 5 years, depending on the payment capacity of the
project. 

The rate of interest is 8% for small and medium enterprises (thosewith fixed assets, excluding land and building, not exceeding the equivalent inlocal currency of 1420, 000 and 9% for enterprises exceeding the above mentionedasset figure. The minimum loan permissible is (35,000 and the maximum (8.4
million. 
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The following table shows the status of the program at 5/15/74. 

FED Agro-Industrial Program 

Status Report 5/15/74 
a000's 

No. of Total PART!CIPATION 
Projects Amount FED iF Borrower 

I) Projects submitted 
to FED 5 21,661.7 15,163.2 4,332.3 2,166.1 

2) Projects declared 
eligible by FED 3 17,026.6 6,824.9 2,889.5 9,714.5 

3) Projects submitted 
to FED for financing 2 12,781.3 4,425.4 5,278.0 3,077.9 

4) Projects which fi
nancing approved
by FED 1 6,310.0 2,925.0 1,575.0 1,810.0 

5) Disbursements 1 6,310.0 2,925.0 1,575.0 1,810.0 

6) Project Inventory 
(not yet submitted 
to FED) 9 40,500.0 26,950.0 9,800.0 3,750.0 

The main Technical Assistance component of the program is being
carried out by INCAE. 

The operating procedures of the FED are similar for both of theseprograms. The beneficiaries present their loan requests to the intermediate 
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institutions, which in turn oresent to the FED a brief history of the project thatisintended to be finanicea with funds from one of the programs,from the FED in order to obtaina certificate of eligibility for the project.
that is presenfed at this stage of the process, 

The basic information 
is the following: 

a) Purpose, location and stage of preparation of the Project. 

b) Investments. 

c) Percentage of participation of the FED, the intermediate
entity and the borrower in the total financing of 'theproject. 

d) Approximate costs of the project, divided into external costs(direct or indirect) and local costs. 

e) Probabie origin of the goods rnd services to be acquired withFED resources. 

f) Profitability and social-economic impac:
 
g) Collateral and financial statements in the case of an existing
 

enterprise. 

h) Information on the demand and the distribution channels.
 
Once the project is declared eligible by the FED,
entity may lend to the borrower, the intermediatewithout commitment from the FED,funds for the preparation of the studies required for the project. 

the necessary 

Depending on the results of the study, the intermediate entity mayapprove the corresponding loan and present the request to the FED for itsfinancing, attcching a copy of the project and the corresponding evaluation. 

The request must contain, among other things, the followinginformation: 

a) Identification of the project and date in whi:h the eligibility 
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was granted.
 

b) Conditions under which the loan was granted.
 

costs. 
 c) Total cost of the project, with a breakdown of local and external 

d) Sources of funds to be used in the financing of the different
headings, indicating the percentages of participation of each source (FED, 
 Fl,Borrower, Others).
 

e) Origin of the goods and services to be financed with FED
resources. 

f) Financial profitability of the project. 

The project feasibility study, which is presented with the loan requestshould include the following information:
 

a) Purpose of the project, indicating specifications and amounts
of the goods that will be stored, handled, manufactured or distributed.
 

b) National and local production of these goods and possibilities
of selling in the local or foreign market.
 

c) Technology to be used, indicating the compatibility of the
equipment and installation in relation to the processing system adopted. 

d) Summary of all existing fixed assets, their historical cost andestimated present value. 

e) Total budget of the projected investments, resources mobilizationplan and estimated schedule for purchase of the equipment and execution of the
work. 

f) Estimate of the permanent financial resources necessary toinsure th~e normal functioning of the project and cash flow. 
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g) Estimate of the profitability of the project and proof of the
payment capacity of the borrower in relation to the commitment he intends
 
to undertake.
 

h) Technical and administrative capacity and baxckground of the
 
borrower.
 

i) Laws and by-laws, financial statements, catalogues, photographs and any other documents necessary to prove and demonstrate the
 
information provided.
 

Prior to the FED disbursement of a loan, the intermediate Financial

Institution executes a 
loan contract with the borrower. Both the disbursements

from the FI to the borrower and the reimbursements from the FED 
 to the Fl, are
made on the basis of an anticipated execution schedule and of the procurement
of goods and services for the project. 

All expenses incurred by the borrowers must be backed by certificates 
or documents signed by the supplier or in their noes, attesting that the pay
ment was made. The FED sets up proper criteria in the case of merchandise
and minor services that are difficult to document properly. All the documenta
tion remains in the hands of the intermediate institution and at the disposal
of the FED and the CBN when they request it. 
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2. Participating Financial Institution 

Private financial intermediaries expected to be used by the FED in
its conduit lending operations are distinguished by the sublending program to be 
serviced. The first type, consisting of government banks and private organizations 
(Banco Popular, Banco Nacional and FUNDE) will reloan funds in the small 
business program. The second type, consisting of private commercial banks 
(Banco de America, Banco Nicaraguense, Banco de Centroamerica) will handle the
sub-lending in the construction bottleneck program. Distinctions may be blurred 
to the extent that small industries in the construction bottleneck area could be 
serviced in the small business program and commercial banks could possibly pick 
up some small business loans. 

1he following consists of a brief description of each of these 
institutions. 

Banco Popular( 1 ) Banco Nacional(3) FUNDE( 5 ) 

Total Assets ¢ 33,600,000 ¢ 1,310,000,000 1 5,075,000
Total Liabilities 10,000,000 1,118,000,000 1,945,000
Total Capital 23,600,000 192,000,000 3,130,000
Total Loan Portfolio 22,000,000 985,000,000 3,357,000
Delinquency 4.7% 10.8% 12.8% 
Small Business Portfolio 5,400,000 36,600,000 3,321,000
Del inquency N.A. 9.3% 12.8% 
Net Income (2,100,000)(2) - 0 - (4) 0 _(6)
Technical Assistance Staff 3 6 8 

(1) As of 3/31/74 
(2) Accumulated losses since inception of operations to 3/31/74 

(3) As of 12/31/73 
(4) For year ended 12/31/73. Income of 4922,000 applied to increase bad debt 

reserve.
 
(5) A! of 4/30/74. 
(6) Non Profit Organization 

N.A. not available 
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Banco Popular 

The Banco Popular was organized in April, 1972, as a successor ofthree state run worker oriented savings and credit institutions. The objectives ofthe bank are to dev'elop workers' savings and to meet workers'Bank is head-quartered in Managua. 
credit needs. The 

1973, It opened a branch in Corinto in August,and ha, plans to open another branch in Leon in 1974. Sources of thebank's funds come from savings (Pass book savings are the highest in the countryat 7% p.a. Interest on time deposits held over one year for less than 1100,000are tax free) and capital donated to the bank by the GON. (The GON hasrecently converted a 1T14 million loan from its reconstruction fund to a grant tothe bank to strengthen its capitalization). Bank's accumulated losses to dateof 12.1 million reflect high general operating expenses in relation to volume ofoperations. Losses have gradually narrowed to a low of (144,000 in March, 1974.At present, compo.;ite interest rote spread is a substanticl 6.9%; hoshrink over time as wer, this willsavings become a greater percentage of the Bank's capitalization.Continued government support will be necessary. The bank is involved in two kindsof lending operations: personal credit and small business credit. The originalintent of the bank was to finance only personal credit and this financing presentlyaccounts for 75% of the total loan portfolio. As a result of the earthquake andits devastatin,3 effects on small businesses, the bank instituted a program ofindustrial-commercial credit in March, 1973. 

The small business program during the nine months of 1973,15.5 million in loans to placed1,900 borrowers. The Managua branch placed nearlyall of these loans, accounting for 44.8 million in loans to 
Terms of these loans were as follows: 

1,760 borrowers. 

Loan Limits 
Loan Term 

-
-

1500 minimum 
Maximum 5 years. 

- (10,000maximum 
(Ability to-epay 

Interest 

Collateral 

determines term). Monthly O.ayments.
8% p.a. (lower than personal credit which runs from 10% - 13%). 
Cosignatures of one family member and 

Average Loan 
one businessman 

t(2, 900 
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Technical assistance to applicants and borrowers is minimal. Twoemployees are assigned to help applicants in both credit programs to fill out creditrequest forms. Two bank inspectors, assigned to small business credit program,make limited reviews and field visits averaging 10 visits/day, mainly to verify
information on application. 

FUNDE 

The Nicaraguan Foundation for Development (FUNDE) is a privatesector non-profit institution formed in July, 1969. Its principal objective isthe financing of development projects of low income groups in order to increasetheir income, productivity and better their living conditions. FUNDE is headquartered in Managua with lending operations in nine departments. Sources ofthe institution's funds are generated by local private sector contributions andinternational foundation grants which form FUNDE's capital base of 13, 130,000.
In addition, ioans outstanding from the local private commercial banks atconcesrional rates (8%) account for the principal remainder of the institutionscapital striucture. FUNDE has three types of active lending operations in theareas of small industry, small commerce and small infrastructure projects. Abreakdown of the loan portfolio at 4/30/74 shows the following: 

12.8% 

Loan Type Amount 
# of 

Loans 
Average 

Loan 
Max. 
Te:rm 

Interest 
Rate Delinquency 

Small Industry 42,460,000 
Small Commerce 835,000 
Infrastructure 194,000 

226 ( 
61 
15 

10,800 
13,700 
12,400 

3 yrs. 
5 yrs. 
N.A. 

12% 
12% 
9% 

¢3,489,000 302 

The small industry program placed (t416,000 in loans to 51 borrowersin 1972, and (2, 177,000 in loans to 138 borrowers in 1973. Loans to businessesin Managua accounted for 409 of total activity. These loans are made on an 
individual basis. 

The small commerce lending program, initiated in March, 197", hasplaced ¢1,804,000 in loans to 11 cooperative borrowers in the i3 months of theprogram. These loans are placed directly with the market cooperatives, organizedand initially financed by FUNDE. Cooperatives in turn lend to sub-borrowers. 
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Over the thirteen months, 4, 106 loans were made to sub-borrowers. FUNDE
has s tarted to expand the cooperative concept from the markets to lower

income districts of the city. These cooperatives (Bancos de Barrio) will

operate on the model developed for the market cooperatives. FUNDE
 
now has two of these "banks" in the implementation stage. 

FUNDE has an eight man staff supplying technical assistance and
training. Heavy technical assistance and training inputs are madq with each
small industry loan. FUNDE calculates that roughly 12-13 man days of staff
technical assistance and training are 
needed for each acceptable loan applicant. In the small commerce area FUNDE has already developed a proven

working model with eleven market cooperatives in various cities. Results
to date have been impressive. The market cooperative program now encompas
se; I, 372 members with C$338, 000 in savings (forced savings is an integral

part of program) and loans outstanding of C$789, 000.
 

Banco Na:ional 

The Bunco Nacional de Nicaragua (BNN) is a gpvernonent owned creditinstitution (largest in Nicaragua) established in 1912. rhe primary objective

of the BNN is to ,timulate the development of agriculture, livestock, 
 commerceand industry. The bank is headquartered in Managua with 15 branches and 34 ruralriuencies located throughout the country. Sources of the Bank's funds includedop,.si., from the publi(4382, 000, 000 -it 12/31/73); loans from the government,
interrational institutions, foreign banks and the Banco Central (C$648, 000, 000at 12/31/73); and equity (C$192, 000, 000) rcpresented primarily by the GONcontributions to the Bank over the years. The C$0 net income figure has beenthe same for at least the last four years as the BNN har, used all of its operatingprofits to increase allowances for doubtful accounts. (Independent auditors
qualified their 12/31/73 opinion on the BNN's financial statemcrrs, slating thatreserves for doubtful accounts are inadequate in the amount of C$70, 000, 000o)
The BNN's loan portfolio is divided into six groups as follows: 
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Type Amount 

Commercial C$ 52, 300, 000Agriculture 387,000,003 
Livestock 99, 000,003
Indus try 137,030,030 
Rural Credit 212, 000, 000
 
Small Business 
 37,000, 003 

The Small Business loan program, comprising the smallest BNN portfolio division, placed 3, 921 loans for C$21, 533, 000 in the first nine monthsof 1973. Average loan size was C$5, 500. Delinquencies amounted to 9%
of small business portfolio. Businesses in the city of Managua received
I, 451 of these loans in the amount of C$8, 108, 000. 

The BNN made significant changes in lending criteria and terms in
1973 by (I) increasing the size of firms classified as small industry (assets of
less than C$420, 000) and small commerce (assets of less than C$105, 000),
(2) increasing maximum loan amounts to C$280, 000 for small industries andC$100, 000 for small commerce, (3) extending loan terms for working capitalfrom 1-1/2 years to 3 years and for fixed investments from 5 to 15 years.
Interest rates remained in the 8% to 9% range. 

The two principal sources of funds For relending to small businessoriginated from rollover of the AID-BNN financed small business project(A.I.D. Loan 524-L-022) and an IDB loan of C$28, 000, 000 for country-wideuse granted in April, 1973, for small and medium enterprises. The BNN countrywide small business portfolio increased by C$13.6 million in 1973. THis
increment is attributable to the BID input. 

Previous A.1toD. assistance to small enterprises was considered less thansatisfactorily managed by the BNN in that total loan portfolio growth fellconsiderably short of A.I.D. targets as the A.I.D. funds were used partially
as a substitut;on for the Bank's own resources. 

Monitoring mechanisms will be built in by the FED in the agreementwith the BNN to sustain portfolio levels. 
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ANNEX 16 Exhibt A 
Page 17 of17Technical assistance in the small enterprise division is handled by astaff of six professionals. In addition two Peace Corps Volunteers havesupplied accounting assistance to small enterprises. 

Brief comments on the Nicaraguan private commercial bank sector are made below: 

Banco de 
America (I) 

Banco 
Nicaroguense () 

Banco de 
Centroamerica (2) 

Total Assets 
Total Liabilit;es 
Total Capital 
To:al Loan Portfol;o 
Delinquency
*Construction Industry 

C$ 676, 000, 000 
608, 200, 000 
67, 800, 000 

444, 800, 000 
5.7% 

C$564, 200, 000 
495, 600, 000 
68, 600, 030 

306, 900, 000 
430% 

C$ 23, 530, 030 
20, 500, 000 
3,000, 030 
I, 200, 030 

N.A. 
Portfolio 

Net Income 
13, 000, 000 

13, 100, 000 
12, 000, 000 
10, 200, 000 

N.A. 
N.A. 

(I) 	 As of 12/31/73 
(2) 	 As of 6/30/73 
* 	 Refets only to contractors. Construction materials suppliers andproducers are not separated in banks' portfolio.,

N.A. n:)f available. 

Banco de America, Banco Nicaraguense and Banco de Centroamericaare 	the three private Nicarajuun commercial hanks. The first two banks havelong established track records and have been administered in a financially soundmanner. The 	Banco de Centroamer7cc is a relatively new commercial bank,organized in early 1973. All banks will need additional staff, financed out ofinterest spread, to provide proper technical assistance and monitoring. 
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1. OPERATION OF THE CREDIT FUND 

The Government of Nicaragua and the Central Bank, will establish withinthe Special Development Fund (FED) in the Central Bank, a Small EnterprisesReconstruction Credit Fund to provide credit and technical assistance, throughthe private and public institutions of the financial system. The resources of thisCredit Fund will be channeled through two credit "windows": 

a) 	 one for smaller firms that would help to relieve critical con
struction related bottlenecks, and 

b) 	 a second one for the small enterprise sector in Managua to aid inits recovery from the near total destruction during the earthquake. 

Through these two credit windows, the FED will provide the VMUP with a
credit incentive tool for the 
 implementation of its reconstruction-deconcentration 
policies within the private sector. 

2. OPERATING UNIT OF THE FED 

The FED will e;tablish an Operating Unit responsible for the management,promotion and coordination of the program, the supervision and control of the creditand technical assistance activities performed by the participating banks and coordination with the VMUP. As part of the PASP requesting financing for the creditfund, FED documentation submitted to the Mission will include a Manual of Operations setting forth procedures and regulations for each one of the functions and
act ivities that the Operating Unit will perform in the implementation of the 
 two
credit 	components of the Fund. 

Trk Operating Unit will consist of a Director and three to five technicianswith addition,! administrative support personnel aid will perform the following 
functions: 

A. Subprogram for the Financing of Smaller Construction and Construction 
Materials Enterprises. 

(a) 	 Coordination with the VMUP in the identification of the critical 
areas for priority financing. 
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(b) Promotion of the Program at the financial instilution level to
 
secure the participation of an optimal number of banks in this program,
 

(c) Coordination with the participating bank loan officers in charge
of this program, for the pre-selection of potential clients in order to accelerate 
the processing of loan applications. 

(d) Assistance and supervision to the participating banks' loan
 
officers in the provision of the basic technical assistance required by potential

clients during the preparation of their loan application.
 

(e) Assistance and supervision of the participating banks' loan
 
officers in the identification and contracting of the specialized technical assist
ance needs of the client. 

(f) Identification of specific areas wherc short term specialized con
sulting services might be needed by the sector, and make the necessary arrange
ments to provide these services.
 

(g) Overall promotion of the program activities as a way to generate

sufficient loan applications for the banks.
 

(h) Overall ,upervision and control in order to insure that the credit
 
rfesourc.w. (ire invested in iccrdanc, 
with the plon propoed in the loan application. 

(I) Rcviw oind approvol of the cr,,it nppli(,tiofn form, ():.well as
 
th, prococlure.tot ,'vlucitinq ond disbursing a loo requ..l.
 

B. Subprocrom for the Financing of Small Business Enterprises in the De
concentration Po c Areas.-


For this subprogram, the Operating Unit will develop a more detailed 
section in the Manual of Operations that ^,ill outline, the procedures arid regulations
to be applied to the credit and technical assistance operations of the institutions 
participating in this ,'jbprogram. For the management and coordination of this 
Section, the Operating Unit will be responsible for: 

(a) Coordination with the VMUP in the identification of the creas to 
be selected as deconcontration/development poles so that financing may be directed 
to small enterprises in these areas. 
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(b) Monitoring of the promotion, technical assistunce, supervisionand control activities of the Banco Nacional, FUNDE and Banco Popular small 
enterprises programs. 

(c) Identification of technical assistance needs within the participating financial institutici ns which may arise during the implementation of theprograms. This assistance will be provided by the FED to the institutions. 

(d) Evaluation and approval of the disbursement applicat;ons submitted by the three participating institutions. 

(e) Determination of the technical assistance costs of each programand semi-annual adjustment of the technical assistance budget. 

(f) Reallocation of funds in accordance with the performance and
operating capacity of each one 
of the programs of these institutions. 

(g) Preparation of a specialized credit and technical assistance loanapplication format, to be adapted to the Nicaraguan situation, with the assistance
of the program directors of the Banco Nacional, 
 FUNDE und Banco Popular. 

(h) Overall publicity of the Program in order to ensure that the availability of funds in each of the participting institutions is known to the potential
borrowers. 

(i) Overnll supervision of the subprograms to ensure that the creditand technical assistance act;vities services are provided in accordance with the
procedures and policies etablished in the Manual of Operations.
 

C. Other Responsibilities 

The Opeiitln. I ]nit of FED will also be iesponsible for the preparation ofthe reports required by A. I. D . is well cs progress reports to be submitted to the CentralBank and the Governint of >i.crrugua . It will also identify the technical assistanceneeds for its own operation rJd select the most suitable arrangement for consultinaservices. The FED's administrative and operating costs will be financed by the BancoCentral and included as local counterpart contribution. 
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3. 	 OPERATING MECHANISM OF THE FED WITH THE PARTICIPATING INSTI-

TUTIONS
 

The Special Development Fund (FED) will develop policies procedures and re
gulations, acceptable to A.I.D., that will be applied in the channeling of the A.I.D. 
loan and local counterpart resources. 

These regulations will be prepared by the Operating Unit in FED as part of
 
the PASP submission within the context of the following guidelines for each one of
 
the components of the Program.
 

A. 	 Construction Industry Bottleneck Program 

This Section of the A.I.D. Loan financed program, will be directed to 
the financing of the smaller enterprises in the construction and construction materials 
supply industries. Construction firms (contractors and subcontractors), with gross 
revenues of no more Ihan USS200,000 per year will be eligible for financing.* Con
struction materiai supply firms with fixed assets of up to USS100,000 will also be 
eligible for financing. The maximum loan granted to these enterprises will not ex
ceed 	US$100,000. 

Smaller firms engaged in construction, construction material manufacture, 
or construction material retail and wholesale suppliers (locally or foreign-m-ide 
products) will be eligible for financing. 

FED will operate through direct credit, discount or rediscount operations 
with eligible intermedite financial institutions, expected to include the three major
local banks, Banco de America, Bcnco Nicaraguense and Banco de Centroamerica, 
together with the foreign banks, Bank of America and First National City Bank. 

* 	 Based on analysis of contracts awarded in 1972. Smaller firms, after the top 13 
firms which receive commercial bank financing, were awarded (S] .0 million and less 
in contracts. An inflation factor of 400, was added to the (I .0 million to arrive at 
G1 .4 million (USS200,000). 
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The financial institutions operating within this program will be required 
to provide basic technical assistance to their proentital clients, specifically in the 
assistance of the preparation of loan applications. The cost of this basic technical 
assistance will be covered by the interest spread provided by FED to the partici
pating financial institutions, PFIs. 

During the preparation and evaluation of the loan application, the PFI 
loan officers will identify the needs for a more specialized type of technical assist
ance, 	 and make recommendations for the contracting of these services with local 
or roreign consultants. The cost of this type of technical assistance will be included 
uis part of the sub-loan. 

Supervision in the operating unit at the FED will assure that both types 
of technical assistance services are provided in accordance with the procedures and 
regulations to be issued by FED as part of the PASP submission. 

It is expected that through the manipulation of variables such as the final 
interest rate and interest spread as well as the percentage participation, the FED 
will be able to provide a financial incentive to attract the banks to participate in 
this program. (See Tables of Annex 16-J). 

The Operating Unit at FED will ensure that the participating bank 
allocates some points of the interest spread to the hiring of specialized personnel 
to provide basic technical assistance and to evaluate sub-loan applications. Each 
bank interested in participating in the program will be required to submit the 
names and qualilications of the specialized personnel assigned to the program, as 
a pre-condition to their participation. 

The Operating Unit at FED will be provided with a US$140,000 fund 
($100.000 from AID and S40,000 from counterpart) to finance technical assistance 
services for the construction and construction material credit activities of this 
program. This fund will cover the costs of: 

i. 	 Studies of construction bottleneck priority areas; 
ii. 	 Training programs for loan officers, actual and potential 

subborrowers; 
iii. 	 Small prefeasibility studies for critical potential projects; 
iv. 	 Vehicles; 
v. 	 Training equipment; and 
vi. 	 Short term specialists in identified critical areas. 
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B. Small Business Enterprises Credit and Technical Assistance Program 

This component of the Program will be directed to the establishment 
of a small business credit and technical assistance fund to finance small industry 
and business enterprises through three specific intermediate financial institutions: 
Banco Nacional de Nicaragua (BNN), Banco Popular and the Nicaraguan Devel
opment Foundation (FUNDE). Other qualified institutions may participate in this 
program. 

The Director of the FED Operating Unit responsible for this program 
will authorize the disbursement of the AID loan and government resources, in 
tranches that should not exceed the equivalent of US$100,000, to each one of 
the three participating financial institutions, in order to establish a revolving 
fund mechanism for their credit and technical assistance operations. 

The Operating Unit will review each subsequent disbursement applica
tion and determine, according to the informrHion presented, the total amount for 
the disbursement, including both the credit and technical assistance components. 
After the first disbursement, the Operating Unit will authorize, for each subsequent 
tranclhe, an amount that should not exceed the amount utilized during the imme
diately preceding period. 

Each disbursement will be made against a disbursement application 
presented by the participating financial institutions, supported by an estimated 
operating schedule and by a training and technical assistance budget. 

The technical assistance element of the disbursement will be calculated 
taking into account the average size of the loans, the number of loans handled per 
loan officer, the average maturity of the loans and the estimated revenues generated 
by the interest spread of the loans. 

In order to assure the suc#-ess of the program, the three participating 
financial institutions will perform the complete range of promotion, technical 
assistance, supervison, and control functions as an inlegral part of the credit 
program. It will be recommended that the loan officers of these institutions utilize 
a "loan application-training-technical assistance" format to be developed for the 
Nicaraguan situation as the instrument to evaluate loan applications and provide 
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the training and technical assistance required by the client in the evaluation
process.* 

It has been estimated that these credit sub-programs will have to providean average of 15 to 20 man-daysper loan in order to make available the minimum technical assistance and control required by a high quality credit operation. Assuming the estimated optimal amount of man-days per loan, consistentwith technical assistance and control responsibilities, the general tendency inthis type of program has been to increase the average loan size and thus reducethe cost of technical assistance as a percentage of the loans. However, it isprecisely the objective of this program to provide credit and technical assistanceto the lower strata of the sector. Therefore, the Operating Unit will use acontrol mechanism whereby technical assistance funds will be made available tothe institutions on a grant basis. The amount of the grant is a function of the
loan elements mentioned in the preceding paragrcphs.
 

As an overall strategy, the Operating Unit at FED will stratify thetarget groups fcr each one of the three institutions participating in this project.
It will also define the types, 
 terms and conditions of loans that each one of
these institutions will be granting with the 
resources of the program. 
It will be recommended that the FED transfers to the BNN,and FUNDE will be at the same 

Banco Popular

interest rates at which the FED receives the
proceeds of the A.I.D. Loan and counterpart resources from the GON. It isalso expected that FED will grant concessionary maturity and grace period
terms to these institotions, for the repayment of the loans made with the re

sources of the fund. 

In the case of the Nicaraguan Development Foundation, FUNDE, theGON and the Central Bank will explore the possibility of transferring toFUNDE, the allocated amount from the fund on a grant bsis, in order tocapitalize the credit activities of this institution. 

The Operating Unit at FED will ensureof the sub-loans, that the terms and conditionsare compatible with the existing financial climate. Although 

This format is to be based on similar techniques used successfully in other
 
Latin American countries.
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the present annual interest rates charged by these institutions range from 8% tol2 %/, the calculations shown in Tables I, II, IlI have been made usiliq a 10% 
average rate of interest. 

In order to facilitate the supervision and technical assistance activities of the FED, the Operating Unit wi II be provided with up to US$50,000 fortechnical assistance in the Al D Loan. These resources will be utilized for thepurchasing of vehicles and equipment for the technical assistance operations.These funds will also cover short training programs organized or subcontractedby FED for the loan officers of the participating institutions. I t will also include the contracting of short-term consulting services for the FED Operating
Unit. 
 The proposed operating rules for each of these subprograms are the follow
ing: 

(1) Banco Nacional de Nicaragua, BNN 

approximately 
FED will disburse to the Banco Nacional the equivalent ofUS$2,900,000 to finance credit and technical assistance operations for small industries, artesans, 
 and small commerce located or to be established in the new deconcentration development poles as determined by the Vice
Ministry of Urban Planning, VMUP. 
 The Banco Nacional sub-program willfinance small industries with fixed assets not exceeding the equivalent of up to
$60,000 excluding land and buildings, of a recognizable owner operated enterprise, requiring loans of up to US$40,000.
 

it will also finance small size commercial businesses with fixedassets up to US$25,000 excluding land and buildings and requiring loans of up toUS$15,OOQ It is estima.ed that the Banco Nacional sub-program will mobilizeapproximately 790 average loans of US$3,500 For small size industrial -commercialoperations during the Immediate Action Plan for reconstruction and deconcentration. 

(2) Banco Popular, BP 

the Central Bank, 
The Operating Unit at the Special Development Fund(FED) inwill authorize the disbursement of the equivalent of approximatelyUS$500,000 for the financing of credit and technical assistance for 270 small scale 
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industries and small business enterprises located or to be established in the deconc:en
tration development poles. (See Table II )o 

The Banco Popular sub-program will finance small industries withfixed assets not exceeding the equivalent of U,S$25,000 excluding land and'build
ings requiring loan ranging up to US$5,000 1 during the first two years of the
 
program.
 

The sub-program will also finance small size commercial operations with fixed assets not exceeding the equivalent of US$15,000 and requiring
loans up to $3,000. It is anticipated that no more 
than 30% of the loans granted
in this sub-program will be utilized for working capital. 

(3) Nicaraguan Development Foundation, FUNDE 

The FED Operating Unit will authorize the disbursemert of approximately US$1,650,000 for the FUNDE sub-program that will consist of threespecific 
components: 

i. 
 A small industry credit and technical assistance projectfor the financing of small manufacturing enterprises with fixed assets of no more
than the equivalent of US$25,000 excluding land and buildings, and requiringloans not to exceed the equivalent of US$10,000. It is estimated that the financing
of working capital will not exceed 4P/o of the total amount utilized in this type of 
operation. 

ii. A pilot project, Banco de Barrios, for the financing offixed assets, working capital, and technical assistance for small commercial 
enterprises with fixed assets of no more than the equivalent ot US$15,000, re
quiring loans not to exceed the equivalent of US$10,000, with an estimated 
maximum working capital component of 30%. 

iii. A transportation cooperative credit and technical assist
ance project, for the financing of taxi and bus driver/owner cooperatives, as an 

1/ The maximum limit allowed by the Banco Popular is now 110,000. Bank
officials have anticipated an increment of this figure to 135,000. This

change can be effected internally by the Banco Popular.
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attempt to alleviate the transportation industry bottleneck problem. Ap
proximately US$280, 000 including $30, 000 in technical assistance will be
 
made available to FUNDE for the promotion, organization and credit and tech
nical assistance financing of 4 to 6 taxi and bus driver/owner cooperatives. 

FUNDE will finance the vehicle and taxi/bus franchise costs as well
 
as the technical assistance required by this project.
 

It is expected that the Ministry of Finance Implementation Office

and the FED authorities will assure that the coops financed by the FUNDE
 
project will have access to the franchise required. 

This project will be financed on an experimental basis for two years

in an attempt to explore alternative solutions to the transportation problem

in Managua. The size of this project will represent 2% of the potential

demand for new taxis and buses in the Maiagua area. (See Annex 16-E).
 

4. TECHNICAL ASSISTANCE CAPACITY TO MOBILIZE CREDIT 

A fundamental part of this credit program will be the technical assistance
 
element, included as a complement to credit, with the purpose of providing TA

services to small businesses during the processing of the loan applications and
 
supervision and control periods. This program is based the premise thaton 

the ability to move development credit to small business enterprises is restricted
 
by the tecliral ,ss toance capacity of the institutions. Thus the credit input

should not he ut ilied as an end in itself but as 
a vehicle to improve the
 
managerial and entrepreneurial abilities of the small businessman, 
 as well 
as to control the level of credit losses for this type of program and for the 
participating institutions. 

In this program the technical assistance element will be an imperative in 
each one of the sub-programs. The capacity to provide these services is the 
limiting factor to the size of the sub-programs For each of the participating 
institutions, 

An attempt has been made to estimate the operating technical assistance
capacity and new requirements for the Banco Nacional (BNN), Banco Popular
(BP), and FUNDE in the following section. 
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A. Banco Nacional de Nicaragua (BNN)
 

The small business enterprises development program of the Banco Na
cional was the only source of financing for this sector until the FUNDE and Banco 
Popular programs were initiated in 1972-73. At the end of 1972, the BNN 
program accounted for nearly all the financing of the sector, with 33% of its 
portfolio located in the Managua area. * By December, 1973, the percentage

of BNN's small business portfolio in Managua had increased to 40%, primarily
 
as a result of the earthquake. The expansion in the Managua small business
 
program of the Banco Nacional forced the small business credit specialists of the 
BNN to attend only to the spontaneous demand generated in the Sector, neutral
izing the technical assistance capacity of the Bank credit specialists and thus 
limiting their credit functions to a superficial evaluation of loan applications
without any further control or supervision. These credit practices could lead to 
a high rate of defaults in the next few years. The excess demand on the Banco 
Nacional is also forcing the Bank loan officers to approve "collateral" loans on 
those projects with an "entrepeneurial" potential, because of the reduced time 
allocated for the evaluation of loan applications. 

The Banco Nacional will serve the upper strata of the small enter
prises sector in order to utilize more efficiently its base capacity developed 
over 
the years. It is also intended that special types of businesses in this sector 
such as clinics, cement block production, sausage mcnufacturing, restaurants, 
auto repair shops, etc., that will be necessary to attract population and other 
businesses to tle decentralization/Duveloprment poles, and which will require a
 
i,latively highvi invo'stment, will be financed by the Ranco Nacional, in order
 
to provide an anchor foi th. ,ther two smaller sub-programs at FUNDE and Banco
 
Popular.
 

T he estimated amount of credit and technical assistance required
by the Banco Nacional for a two year period of operation under the Program is 
shown below: 

* FUNDE - INCAE Study of market financing. 
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TABLE I 

Banco Nacional de Nicaragua 
BNN 

1. 	 Expected average loan 
2. 	 Actual Credit and Technical Assistance Capacity * 

3. 	 Increased Capacity to be added during the first 
year of the Program 

4. 	 Total Capacity by the end of the first year 
5. 	 Estimated total number of loans to be granted 

in two years 
1 yr. 370 loans 
2 yr. 420 loans 

6. 	 Estimated total credit requirements for two years 

16 Exhibit B 
of 26 

US$ 3,500 
320 loans per year 

100 loans per year 
420 loans per year 

790 loans 

US$ 	 2,765,000 
1yr. 370 x 3,500 - 1,295,000 
2 yr. 420 x 3,500 - 1,470,000 

7. 	 Revenues generated by total loans with an 8% 
spread 	with a linear disbursement of the loans 

.08 [3 (1,295,000) + 1,470,000] 

8. 	 Estimated operating technical assistance and 
supervision 	cost for total loans ** 


790
790 x 6,500 

9. 	 Estimated operating deficit for technical assistance 
and supervision operations 

(256,750 - 214,200)
10. 	 Technical Assistance equipment (Vehicles,

Office and Training Equipment)
11. 	 Consultant Services through FED 

(3-6 months Advisor)
12. 	 Total Technical Assistance Cost for two years (9+10+7 1) 
13. 	 SUMMARY: 1. Total Credit Capacity for two years 

2. 	Technical Assistance 
1T0 TA L 

* Based on BNN 	projections. 

US$ 214,200 

US$ 256,750 

US$ 42,550 

US$ 40,000
 
US$ 15,000
 

US$ 97,550 
US$ 2,76F,000 
US$ 97,550 
US$ 	2,862,550
 

• Based on the recommended loan load per technicians of 20 loans per year. 
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B. Banco Popular (BP) 

The Banco Popular, despite the 1900 small business loans made duringthe last nine months of 1973, does not have an organized credit-technical assistance program to enable the institution to substantially increase its small businessportfolio without risking a high percentage of defaults. 

The lack of specialized personnel and the lack of a structured
program for this type of lending activity will seriously restrict the bank partici
pation at the start of the FED program.
 

It is expected that the Operating Unit at FED will allocate sufficienttechnical assistance services to the bank, in order to organize and finance asmall business credit and technical assistance program to enable the bank tohave a substantial participation in the overall FED program. 

Table II shows the estimated amount of credit and technical assistance required by the Banco Popular in order to mobilize 320 US$1,500 average
loans in a two year period. 

(See Table II overleaf) 
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TABLE II 

Banco Popular
Credit and Technical Assistance Requirements 

(Two Year Period) 

1. 	 Expected average loan; 

US$ 1,5002. Actual Credit & Technical Assistance Capacity 60 loans per year 
(3 technicians)3. 	 Increased capacity to be added during the first 100 loans per yearyear of the program (5 technicians)

4. 	 Total Capacity by the end of the first year 160 loans per year 
(8 technicians)5. 	 Estimated total number of loans to be granted in 2 yrs. 270 loans 

1yr. 110 loans 
2 yr. 160 loans6. 	 Estimated total Credit requirements for two years US$ 405,000 
1yr. Il0x 1,500 165,000 
2 yr. 160 x 1,500 :240,0007. 	 Revenues generated by total loans with an 8% spread


and with a linear disbursement of the loans 
 US$ 29,400 
0.08 	[(3 x 165, 000)+ 240, 0001 
2 L'
8. Estimated operating technical assistance and

supervision costs for total loans US$ 81,000 
27020 x 	 6,000 

9. 	 Estimated operating deficit for technical assistance

and supervision operations 
 US$ 51,600 

(81 ,000 - 29,400)10. 	 Technical Assistance Equipment
(Vehicles, Office and Training Equipment) US$ 20,000

11. 	 Consultant Services through FED 
(3-6 months advisor) USS 15,00012. 	 Total TechnicalAssistance Cost for 2years(9- 10-f 1) 	 USS 86,60013. 	 SUMMARY: I. Totl Credit Capacity for 7years USS 405,000 

2-~alAs 	 lfsowP/,() h i f I 
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C. Nicaraguan Development Foundation (FUNDE) 

The small business program in FUNDE is probably the only one in Ni
caragua in which a conscientious effort is being made to provide technical assist
ance services to the borrowers. 

FUNDE has been responding to a spontaneous demand that has virtually
eliminated the need for promotion of its program. FUNDE loan officers apply an
integrated program of technical assistance activities at the time of preparation ofloan applications coupled with supervision and control of loans granted. Training
programs for small businessmen have also been designed and implemented by the 
institution. 

FUNDE directors and the Mission are of the opinion that this institu
tion could easily expand its technical operating base for the small industry and

small commerce sector programs. 
 Such an expansion will require a resumption of 
promotion activities. 

FUNDE projections for US$],000,000 portfolio by the end of 1974,
had to be reduced to approximately US$715,000, because of the lack of sufficient 
resources to meet this goal. Table III provides a conservative estimate of the 
total amount of credit and technical assistance that will be required by FUNDE
for n two year period. Howovni , since the operatingi unit at FED will be adjust
ii ic!tin amrynj l of fund, olln trd to each one f Ifhev xitiripatlnq institutions, 
ii 1 iidancr wil t -Ii,jr IlrraI 1( it is e..V.-. that H JNDf , having a, It( 
tbchnical assi,,ulrc, brasv uliscady in place, ymn incruase its projected share of 
the program aftei the first year of operation. 

(See Table III overleaf) 
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TABLE III 

FUNDE 
Nicaraguan Credit Development Foundation 

1. 	 Expected average loan; 

2. 	 Actual Credit & Technical Assistance Capacity 

3. 	 Increased Capacity to be added during the first 
year of the program 

4. 	 Total Capacity by the end of the first year 

5. 	 Estimated total number of loans to be granted in 2yrs. 
1 yr. 180 loans 
2 yr. 240 loans 

6. 	 Estimated iotal Credit requirements for two years 

US$ 3,000 
120 loans per year 
(6 technicians) 

120 loans per year 
(6 technicians) 
240 loans per year 
(12 technicians) 
420 loans 

US$ 1,260,000 
=
1 yr. 	180 x 3,000 540,000 

2 yr. 	240 x 3,000 =720,000
 

7. 	 Revenues generated by total loans with an 80/o spread 
and with a linear disbursement of the loans US$ 93,600 

0.08 	 [ (3 x 540,000) + 720,000] 

8. 	 Estimated operating technical assistance and 
supervision costs for total loans 

420 x 6,500 
20 

9. 	 Estimated operating deficit for technical assistance 
and 	supervision operations 

(136,500 - 93,600) 

10. 	 Technical Assistance' Equipment 
(Vehicles, Office and Training Equipment) 

11. 	 Consultant Services through FED 
(3-6 months advisor) 

12. 	 Total Technical Assistance Cost for 2years (9+10+11) 

13. 	 Transportation Cooperative - Experimental Project 
1. Credit US$250,000 
2. Technical Assistance 

14. 	 SUMMARY: 1. Total Credit Capacity for 2 years 
2. Technical Assistance 
3. Transportation Cooperative Project 

T 0 T A L 
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US$ 	 136,500 

USS 	 42,900 

US$ 	 30,000 

US$ 15, 00 
USS 87,911 
USS 280,0. 

USS30,000
 

US$1,260,000 
US$ 87,900 
US$ 280,000 

US$1,627,900 
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The expected high quality of sub-loans to be made under the small enterprises credit program has a high basic technical assistance cost (an estimated 20man-days per loan) at the PFI level. It isestimated that this technical assistancewill cost out at $137,000 to move the initial $4,430,000 * of sub-loans or 3.0%of loan activity. Estimates of cost are net of revenues generated by an interestspread of 8% to the participating institutions. This spread is based on a 10%interest charge to the subborrowers. If the interest charge were raised to a goingrate of 12% leaving a 10Y/o spread, this would reduce net technical assistancecosts at the PFI level of the small enterprise component of the program to $60,000, 
or 1.3% of loan activity. 

The Table below shows the net revenues effects of 8%and 10/ spreads to 
PFIs assuming attainment of full maximum portfolios. 

SPREAD 

INSTITUTION 
8% 10%/o 

BANCO NACIONAL 
Portfolio 
Revenue (Interest Spread) 
Technical Assistance Costs 
Net Revenue 

BANCO POPULAR 

$ 2,765,000 
221,200 

(136,500) 
$ 84,700 

$ 2,765,000 
276,500 

(136,500) 
$ 140,000 

Portfolio 
Revenue (Interest Spread) 
Technical Assistance Costs 
Net Deficit 

FUNDE 

$ 405,000 
32,400 

(48,000) 
$ "T15,600 

" 

$ 405,000 
40,500 

(48,000) 
$ (7,500) 

Portfolio 
Revenue (Interest Spread) 
Technical Assistance Costs 
Net Revenue 

$ 1,260,000 
100,800 
(78,000) 

$ 22,800 

$ 1,260,000 
126,000 
(78,000) 

$ 48,000 

$ 4,680,000 Total Credit 
250,000 Transportation Credit 

$ 4,430,000 
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Banco Nacional and FUNDE have self-sustaining programs at either 8% or 
10% spread based on the above, while Banco Popular sustains losses at either 
spread. Banco Popular will thus need additional financing for its program on a 
continuing basis. This is due to the relatively smaller average loan to be made 
by the Banco Popular. 

During negotiations the USAID will opt for the higher spread to assist in 
covering the BP's estimated deficits and enable the BNN and FUNDE to apply 
a portion of nat revenues to establish a reserve against bad debts. 

The Mission anticipates that bad debt losses would be much lower in this 
program than in other small enterprise lending programs because of the "front 
loading" of heavy technical assistance to borrowers. 

The following Tables summarize the estimated costs of the small enterprise 
component of the program. 

(See Tables overleaf) 
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BANCO BANCO 
NACIONAL POPULAR FUNDE TOTAL 

Number of Loans 790 270 480 I,540 
(Two Years) 

Average Loan 3,500 1,500 3,000 
(US$) 

TOTAL CREDIT 2, 765, 000 405, 000 I,510, 000* 4, 680, 000 
(US$) 

T.A. Cost 42,550 51,600 42,900 137, 050 
(US$) 

Other ToA. 55,000 35,000 75,000 165,000 
(US$) 

Initial Staff ** 3 6 
(Technicians) 

Increasod Staff 5 5 6 16 
(Two Years) 

* Includes US$250, 000 for transportation cooperatives 

** Not Availcble 
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TECHNICAL ASSISTANCE COSTS 

CONSTRUCTION BOTTLENECK PROGRAM 
1. 	 Studies for construction 

bottleneck priority areas 
2. 	 Short term especialists 
3. 	 Training Programs 
4. 	 Vehicles and Training equipment 
5. 	 Feasibilities Studies 

Sub total 

SMALL ENTERPRISES PROGRAM 
I. Direct Technical Assistance Costs 

BNN 
Banco Popular 

FUNDE 


2. 	 Other Technical Assistance 
BNN 

Vehicles and Training Equipment 
Short term consultants 

Banco Popular 
Vehicles and Training Equipment 
Short term consultants 

FUNDE 
Vehicles and Training Equipment 
Short term consultants 
Transportation cooperatives T.A. 

3. 	 Technical Assistance 
for FED Operating Unit 

Sub 	total US$ 

TOTAL US$ 

AID GON/BC TOTAL 

$ 40,000 $ 40,000 
$ 35,000 35,000 
25,000 25,WOD 
20,000 20,000 
20,000 20,000 

$100,000 $ 40,000 $ 140, 000 

42,550 42,550 
51,600 51,600 

42,900 42,900 

40,000 40,000 
15,000 15,000 

20,000 20,WOD 
15,000 15,000 

30,000 30,000 
15,000 15,000 
30,000 30,000 

50,000 50,0O 

257,900 94,150 352,050 

357,900 134,150 492,050 
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Credit 

Direct Technical 
Assistance Costs 

Other TechnicalAssistance 

T.A. 

Administrative 
Costs 

FED 

50,000 

A.I.D. 

BNN BP 
638, 125 232, 500 

55,000 35,000 

FU KIDE 
i, 510, 000 

42,900 

75,000 

SUB-

TOTAL FED 
2, 350, 625 -

42,900 -

165,000 -

50,000 -

200, 000 

BNN 
2, 126, 875 

42, 550 

GON/BC 

BP FUNDE 
202,500 -

51, 600 

SUB-

TOTAL 
2, 329, 375 

94,150 

200, 000 

TOTAL 
4, 680,000 

137,050 

165,000 

50,000 

200,000 

TOTAL 50,000 693, 125 237, 500 I, 627, 900 2, 608, 525 200, 000 2, 169,425 254, 100 - 2,623,525 5, 232,00 
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5. IMPLEMENTATIQN QF THE SMALL ENTERPRISES RECONSTRUCTION 

CREDIT FUND 

A. Strategy 

The credit fund project will be directed through the FED OperatingUnit. (See description of the FED system Annex 16-A ). The FED system isalready in place and is the only effective medium in Nicaragua for achieving
the broad impact explicit in the purposes of the credit fund (See Section 

The FED will increase its staff and operating tools in order to mosteffectively handle this new program (new staff and facilities are described in 
Section 

The participating banks and institutions will also be staffed with
additional manpower. 
 The level of technical assistance will be high and coordi
nated with the number and type of subloans. Technically, the project isdesignedto achieve the maximum number of qualified borrowers and not just a large number 
of subloans. 

USAID anticipates that all aforementioned banks and institutions willparticipate in the credit program. There may be a question whether the FUNDEparticipation will be directly with the FED or through a state owned institution.
USAID anticipates that this possible question will be satisfactorily res-Aved. 

B. Execution Schedule 

Please refer to Section VIII - Loan Administration, for Target Imple
mentation dates for the AID Loan. 

Conditions to the release of AID Loan funds for the credit fund andcovenants related thereto will include the following: 

C. Conditions 

i. Conditions to be satisfied prior to the approval of the PASP for 
this activity: The FED shall have established an operating unit 
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to administer all aspects of the small enterprises reconstruction credit fund andappointed full -time personnel acceptable to AID to staff the division; submitted
to AID a detailed financial plan (including counterpart requirements) for thedisbursement period and ten year cash flow and financial statements lor theproject (plan should indicate borrowers to be used in implementatirn and estimated amounts of credit to each of these borrowers);submitted tr AID an operating 	manual setting forth policies, borrower and subborrowe: eligibility, loanand subloan terms, model agreements with the participating fincincial institutions,
technical assistance at the FED and PFI levels, procedures, evaluation data, etc. 

ii. 	 Conditions to be satisfied prior to disbursements for construc
tion bottleneck credit: The FED shall have investigated withthe VMUP, INCAE, and othe s the construction industry capicity requirements

and developed a specific list of bottleneck areas to be financed by the FED,acceptable to AID; submitted to AID, based on the study of construction industry
capacity a plan for technical assistance necessary to promote, locate and assistpotential subborrowers; submitted to AID copies of agreements with participating
financial institutions, or appropriate documentation, and determined the conditions of entry into the construction industry for small enterprises.


iii. 	 Conditions to be satisfied prior to disbursements for small enter
prises credit: The FED shall have submitted to AID copies ofagreements with the participating financial institutions. 

iv. In addition the PASP will cover the following points: 
Reflows will be allocated from construction bottleneck credits upon completion of the Immediate Action Program for reconstruction to the small

enterprises component of f*,' credit f,-nd. 

As a minimum the AID portion of the credit fund will be main
tained as a permanent resource of the 	small enterprises credit fund. 

Adequate supervision and technical assistance to the credit
fund will be maintained at levels prescribed in the PASP over the life of the fund. 

An annual evaluation of the project during the disbursementperiod and an overall evaluation within one year of final disbursement will be 
made. 
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Following satisfaction of the PASP documentation which will include 
the budget and implementation plan for the credit fund, the FED will submit a 
request for financing the credit fund activity based on procedures approved by 
USAID (See Section VIII - Loan Administration, paragraphs C and D). 

D. Sub-Loan Criteria 

These criteria are discussed in Section 3.A and B of this Annex. Terms, 
interest rates and other conditions are summarized in pages 7 and 8 of this Annex. 

E. Procurement 

Procurement will be conducted under criteria established by AID for 
Intermediate Credit Institutions. Subborrowers will be required and assisted 
through the technical assistance program to use good business practices. 

F. Disbursement 

The bulk of the Loan proceeds is expected to be disbursed for local 
currency purchases of machinery and equipment and for working capital needs. 
It might be necessary to make some U.S. dollar purchases from Code 941 sources 
for equipment or materials not locally available. 

Upon completion of the disbursement period there will be a probable 
decrease in the volume of lending operations. Repayments available for relending 
may not be at a high enough rate to match annual volume levels during initial 
years of disbursements. The USAID will seek to minimize this volume decrease 
by reqriiring that a proper mix of loan terms (long term, short term) be maintained 
consistent with program requirements and good business practices. Also the 
participating banks will be encouraged to complement subloan repayments with 
their own resources in the technical assistance-credit program to maintain a 
high activity level. 

G. Reporting Requirements 

USAID will prepare a reporting format to be completed monthly by 
FED. The FED will maintain access to information on the program with all 
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participating institutions. USAID reports to AID/W will include a special section 
on the credit fund operations. 

H. 	 Evaluation 

This component of the AID Loan will be evaluated at least annually
by the Review and Evaluation Committee established for this purpose (See Section 
VIII - Loan Administration). 

Evaluation of the Credit Fund activity will be guided by special
criteria for gathering and interpreting relevant information. One particular area
of evaluation will be an attempt to measure the impact of "front loaded" tech
nical assistance costs on credit losses. This could be achieved by sampling the
Banco Popular's future credit losses on present outstanding portfolio, where
minimal T.A. inputs were made and comparing these results with a sample of the 
proposed program and its heavy T.A. inputs. These criteria will be defined in 
Implementation Letters. 

Following is an illustrative list of data that the FED will regularly 
prepare and interpret for evaluation purposes: 

i. 	 Total Amount of Credit 
ii. 	 Number of Subloans 
iii. 	 Purpose of Subloans 
iv. 	 Location of Proiects 
v. 	 Stratification of Subloan Amounts 
vi. 	 Loan Delinquency Data 
vii. 	 Number rf F-ns P"nefitted 
viii. 	Amount of Fniployment Generated 
ix. 	 Production data resulting from the Loan 
x. 	 Sales before and after the Subloan 
xi. 	 Benefits from the Subloan
 

- Total Assets Before and After
 
- Equity Before and After
 
- Profits Before and After
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A variety of additional data providing for assessment of the institu
tional performance and the technical assistance element will be identified when
 
the evaluation criteria are conceptualized in Implementation Letter No. 1.
 

I. Monitoring 

See Loan Administration (Paragraph H, Section VIII) describing 
monitoring activities. 

J. Disposition of the Small Enterprises Reconstruction Credit Fund 

This AID/FED fund will make a significant contribution to the recovery
of the small enterprises sector in Managua. However, the expected three year 
ditbursement period will be sufficient to permit the sector to rebuild its equity
base in part only. Consequently, credit resources at a high level will continue 
to be demanded by the sector, if it is to recover and reestablish its equity base 
and to regain its place in the economy of the new city. All subloans including 
subloans for the construction bottleneck program will be repaid to the fund. 
Upon completion of the GON's Immediate Action Reconstruction Program, the 
objective of the fund will be limited to assisting the growth and development of 
small enterprises. 

With the purpose of assuring a permanent credit resource for the 
sector, the AID disbursement to the fund will remain as a permanent resource of 
the FED for financing the small enterprise sector, as a condition of PASPapproval.
The GON will also be requested to provide an equal amount to the FED for this 
purpose. 
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THE VMUP's WORKLOAD PROJECTIONS FOR BUILDING
 

PERMIT DEMAND
 

1. The '/MUP's workload projections assume that most ofnatural rise in building permit demand, the 
over 
the present level
of 20,000 to 30,000 square meters of construction per month, will
be channeled into construction activities related to the Immediate
Action I.-construction Program; however, the present level of
20,000 to 30,000 square meters of construction per month will
represent a constart-, level of demand for building permil:s for
construction activities outside the Program.
 

2. 
 With the implementation of the Immediate Action Reconstruction Program, 
it is antici, ' one ed that there willratio between CON be a one-toand priva

one-third of the GON and virtual! 

or spending. Approximately
 

spending will be 
i of the private sector's
for structures that will require VMUP review.
The CON will spend approximatcrv C$95,000,000sector, C$295,000,000, for 

and the private

a (, ,al of C$390,000,000 annually
for structures which will ro,,juire building permits. 

3. The demand for the 
issuance of building permits caused 'y
the 
immediate Action Recon'struction Program will be lower ii,tl;e initial year of the program a,, projectsfeasibility studies are identified andfinished and greater in the final
the project become year asfirnali-ed and plans e submitted to the
VMUP for review.
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During the eleven month period that the VUP has tabulated
4. 

building permits, a total of 159,455.5 square meters* of buildings
 

issued permits. The VMUP valued that construction at
were 

C$73,819,893 or C$463 per square meter. This VMUP cost per unit
 

was used to convert anticipated spending to squard meters of
 

buildings requiring review in the attached graph.
 

* 	 The total square meters of buildings issued a permit by the
 

to April 30, 1974 does not include
VMUP from June 1, 1973 

issued for the repair of structures that were
the 426 permits 


The demand for repair approvals
not measured in square meters. 

in the attached
will gradually diminish during the period covered 


graph. New construction approvals during that period of June
 

in the following categories:
to April were 


New Homes 67,530.5 m2
 Residential: 

2
 

Home Additions 
 26.506.38 m
 

2

94,036.88 m
TOTAL RESIDENTIAL 


2

28,915.47 m
Commercial: 

9,197.5" :1

2
 

Industrial: 

13,484.f m2
 

Institutional & Other: 	 2

13,821.11 m
Educational (Public & Private) 


2
 
159,455.5 m
TOTAL 
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PROCESSING CAPACITY PROJECTIONS
 

Currently there 
are 25 professionals employed and 25
vacancies in the authorized total staffing strength of the 
two
sections of the VMUP that are responsible for reviewing plans
and issuing building permits. 
 In January of 
1974, basically
the 
same staff issued building permits for 31,265 square meters*
of buildings (or 1,251 square iaeters 
of buildings processed per
man-month). 
In April of 1974, 20,594.5 square meters of buildings were processed resulting in a per man-month processing
capacity of 825 square meters of buildings.
 

The capacity projections for the VMUP used in the attached
graph include a normal increase in operating efficiency as
experience is developed. 
Without technical assistance, the
VMUP is expected to 
reach and maintain a level of 
1,250 square
meters of buildings processed per man-month. The capacity
projections for processing with technical assistance inputs
assumes 
that the VMUP can reach and maintain a volume of 2,000
square meters of 
buildings processed per man-month by improving
the present system of controlling work flow, instituting time
saving review procedures and conducting informal plan review
in the offices of the firms submitting plans coupled with
formal seminars with groups of private sector professionals
designed to improve the quality of submissions made for building

permits.
 

1. 
 If the VMUP does not fill the 25 vacancies in the 
two sections
responsible for issuing building permits even though their per
man-month processing capacity increases at 

meters until 

the ratc of 25 square
a level of 
1,250 square meters is reached and malatained 
, the VMUP would have a total processing capacity of
31,250 square meters of buildings per mouth by the end of 1976.
 

* This record high in total square meters of buildings processed
in a single month was caused by 500 identical submissions from
the Banco de la Vivienda for the permanent units in Las Americas
 
No. 2.
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The projected workload would result in a gap of 87,500 square
 
meters to be reviewed or a requirement of an additional 70
 

professional man-months.
 

3. Assuming the processes described in #1 and #2 have occurred
 
and the technical assistance input improves the per man-month
 
capacity at the rate of 70 square meters until a level of 2,000
 
square meters of builcings processed is reached and maintained,
 
the VMUP would then have a total processing capacity of 100,000
 
square meters of buildings per month by the end of 1976 or a gap
 
of 50,000 square meters between capacity and demand.
 

The gap between capacity and demand described in #3 can be
 
eliminated by an increase in the authorization for professional
 
positions (and a corresponding increase in non-professional
 
positions) from the present authorization of 50 to a level of
 
75 professional positions. To keep pace with the increased
 
Jemand for building permits without creating a delay in the
 
review process, the VMUP will have to hire two professionals
 
each month, starting in January 1975, until all 75 positions
 
are filled. To assure that the VMUP does not become a bottle
neck in the Immediate Action Reconstruction Program, the VMUP
 
will be required to demonstrate how it proposes to avoid a gap
 
between its capacity to procegs submissions and the demand for
 
building permits. This analysis of staffing needs will be sub
mitted as a part of the Innnsdiate Action Reconstruction Program.
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EMERGENCY PROGPAM LOAN 
(AlD LOAN 524L-028) 

ACTIVITIES COMMITTED DISBURSED 

(Mrh 30WM,'I7W4) (arch 30, 1974) 

Hospital Warehouse 'Contruction 61,668.00 61,668.00 

Velez Paiz Hospital Expansion 175,285.71 143,925.13 

Drain Channels ig2%, 626.45 SK3, 412.48 

Rural Elec. Coop. (Counterpart) 337, !41, 251,689.21 

INCAE Advisory Center 524,300.00 98,722.50 

Implementation &Coordination Office A,, 140.01 49,795.32 

Education Sector Loan (Counterpart) 1,400,000.00 975,136.95 

Medical Supply Warehouse 11,677.33 11,677.33 

Managua By-Plu 205,814.29 177,550.44 

Technical Support to C. N. 66,641.14 28,569.71 

Repair of Palaclo Noolonal 225,500.00 134,343.94 

Feeder Road Betterment (Counterpart) 60,643.57 46,373.34 

Feasibility Studio& (Counterpart) 23,854.45 15,926.69 

Demolition & Rubble Removal 3,115,159.29 1,107,255.99 

Solvago & Rubble Ramoval (CRC) 1,233,479.21 1,154,828.62 

Hospital Constmutlon 3,440,428.57 1,015,950.21 

Repair of Public 8,ild;,ns 190,573.00 118,823.71 
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CuomA Offloe &Warehouse 245,613.00 29,521.97 

Physical Rehabilitation Center 60,1(1.14 48,808.15 

Construction of Five Bridges 152,814.28 91,831.18 

Velez Paiz Hospital - Second Expandon 220,000.00 -0-

Traffic Sigricls 50,000.00 -0-

Velez Paiz Hospital -Third Expansion 1,142,857.14 -0-

TOTAL: $ 14,368,325.44 $ 6,469,810.87* 

It should be noted that an additifol $3.0 million of disbursenmen documentation 

(including L/tOMM.) Isnow in various stages of being claimed for raimbunement. 
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EMERGENCY PROGRAM LOAN ACTIVITIES NOW BEING IMPLEMENTED 

I. Hospital Warehouse Constriction(CN-I)
 
The construction of four warehouses fo refurbish, repair and store hospital equipment

salvaged from the Managua General Hospital "El Retiro", d6stroyed by the 1972 

earthquake. 

2. VelezPiz Hpit! Expansion;Step One CN-2) 
The comtrvction of a moternity word, nursery, men's word and women's word by
the addition of two wings to the existing hospital building and the repair and re
modeling of the existing structures. 

3. Restoration of /AanorEa'sMajor Drain Channels (DN-1) 
The cleaning, repair and lining of Managuo'g major storm drain channels, approxi
mately 12 kilometers. 

4. Local Currency Counter rt Funds for Rural Electrification Coo eratveIll 

(LoanNo.524-L-025- ENALUF) 
The provision of counterpart funds for one year to continue the implementation of 
the Rural Electrification Project. 

5. Government of Nicaragua Planning Group(INCAE Advi Center) 
The provision of fuinds to establish an Economic (Reconstruction) Planning Group
through a contract with INCAE in cooperation with the Harvard Development 

Advisory Service, 



6 
ANNEX
Page 2 of 

6. 	 P ,and Implementation Office
 
Thm provision of finds to establish and maintain, 
 for the term of activities under 
the Iox'i, an lmpleniwntation Office under the auspices of the Ministry of Finance 
to oxl'c%1nateand implement Program activities. 

7. 	 L)ca! Currcic' Couriterpirt Funds rrA.V,,D. s Education Sector Loan (524-L-027) 
The prov sicn )f co ;nt.rpart fun& for ;.r,, year to continue the implementation of 

The 	contlruc'i o wiu;hcse lo ssoro medicines and adlai supplies. 

9. 	 ManPo 2 (DNNm) 

Tf:, pvns of ,5 kilometers of the Mancgua By-Nss limling the southern and 
noythen arL<s oi Vie city. 

10. Technical and AdministmtivSupport for Construccianes Nocionales (CN-3)
 
The prvision of funds to allow Construccioes Nacona!es to acquire fhe additional
 
technica! 
 personnel necessary to carry out construction activities under the Program 

Loan. 

11. 	 Realr of tho Placlo Nacloal (CN-5 

The repair and structural restoration of the GON's Major Govermient Office 
Building for th.: Ministry of Finance. 

12. 	 LocalCurrency Counterpart Funds forFeder Road BettermentA.I.D. Loan524-L-.0 6 
The provision of counterpart funds to continue implementation of the Feeder Roads 
Betterment Project. 
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13. Local Currency Counterpart Fund& for Feasibility Studies Project A.I.D. - Loan 

No. 	524-L-024 

The 	provision of counterpart funds to continue implementation of the Feasibility 

Studies Projact. 

14. 	 Demolition and Rubble Removal (DC-I)
 

The demolition of uildints in th C airo 
 Ci y 	designated by the GON as beyond 
repair 	and the removal of the rubble resulting from the 1972 earthquake to a land 
fill site by contract with local and international firms. 

15. Salvage and Rubble Removal Operations by the Civilian Reconstruction Corps (DC-2) 
The removal of rubble resulting from the earthquake and the salvage of construction 
materials from the destroyed buildings with the objectives of employing large 

numbers of up to 5,000 unskilled workmen. 

16. 	 Hospital Construction (CN-6)
 

The planning and construction of two 250 bed 
 eneral hospitals and the provision 
of the fixed and semi-fixed medical equipment. 

17. 	 Repair of Public Buildings(CN-7) 

The repair and tructural restoration of schools, health centers and other public 

buildings damaged by the earthquake. 

18. 	 Construction of Customs Office and Warehouse (CN-) 
The construction of a warehouse and office building by contract to replace custvJs 

facilities destroyed by the earthquake. 
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19. Expansion of Facilities for the Phrdlcal Rehabilitation Center (CN-9) 

Construction cf two buildings as additions to an existing complex at the physical 

rehabiltation center, one building as a physical therapy ceniter and the other as 

a pras ,ilc shop. 

20. 	 Coubiuaion of Five Bridges (DN-3)
 

The constructon of five ssall bridges 
 cvated at strategic points throughout the 

new network of highways linking the now population centers on the edges of 

Managua. 

21. 	 Velez Palz Hospital Expa;,lon Step Two CN -8) 

The construction of an out-patient clinic, kitchen, dining room, service facility, 

pharmacy, and additional remodelirg of the existing buildings at the Hospital Velez 

Paiz 	to provide basic services facilities. 

22. 	 Traffic Signals (OC-3) 

The purchase, Installation and provision of tra/fic control device, for eighteen 

strategic locations in the developing population (:,enters around Managua. 

23. 	 Velez Paiz Hospital Expansion -TNhh'd Step (CN-1 1) 

The third and flinai phase of conructior to convert Velez Paiz into a full scrvice 
general hospital. The construction consists of a 3 -stry building with operating 

room complex and associated diagnostic centers and additional bed space, and a 

one-story building to be used as a warehouse and maintenance shop area. 
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NEW PROJECTS UNDER CONSIDERATION 
FUNDS ARE AVAIEBLE T 

TO THE EXYENT 
N 

1. Repair rf Additional PublicBuildngs 
This activity will consist of repairing additional public buildings such as the 
Geographic and Geology CADASTRAL Ifttitute Building (lAGS) and may be 
included under the existing project CN-7. 

2. The Extension of Two t, Four Major Storm Drain Channelk 
Several of the new comrnercial centers along Managua's By-Pass have grown faster 
thon anticipastd. Tho existing storm drain system does not'extend for enough in 
some cases to serve those w-eas. Several new activities in these areas are now 

being studied. 

3. San Judas and Si .ndngBarrio Infra tructvre 
Activ tes under conslderation include four bridges and the provision of water, power, 
sewerage disposal facilities and street paving. 

4. Additional Clean-Up Activities 

Rubble removal in suburban Barrios. 

5. Ma aya Highw Expansion 

This activity will consist cf widening the existing Masaya Road to accomnodwe the
rapid Increase In truffic to and from new commercial centers Iocafed near the new 
Oriental Hospital and a new Centro Comercial. 
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6. Extensionof INCAE Contract 

Extension oi the INCAE Advisory Center services through CY-1 974. 
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Engineering Analysis 

A. Description: The Managua earthquake "Emergency Program" partiallyfinanced by-AID is nearing completion and the GON is now moving into the firststage of the recontruction effort with an Immediate Action Program. AID has beenasked for assistance in implementing the initial projects in this tremendous effort.Much of the Program will be the reconstruction and expansion of urban facilities toserve new areas where it is anticipated the new Managua will expand. 

The GON Vice-"Minislry of Urban Planning is now finalizing guidelinesfor the Immediate Action Program ar.d for the long range reconstruction of the newManagua. The spontaneous growth of !hecity since the earthquake has been towardthe south and southeas;, of the destroyed core of pre-earthquake Managua.prelimizi.iry decisions and as recommended by many urban pbnners experienced 
In 

in
its 

eathquake prone urbanization, the Vice-Ministry anticipates directing the growfl, ofthe city toward the south and southi,:st. 

The engineering and ( onstruction that will be required inSector Reconstruction Program encomrp..;ses planning, design and construction that is 
for the Urban 

familiar to the E,<ecuting Agencies of the GON that will participate.projects will include Types of1) transpo.tution improw, ment and expansion,infrastructure improvement and expansion (i.e., 
2) public 

electrification, streets), water s,.jpply, sewage disposal,3) the reconstruction and exparnsion of public facilities
(i.e., markets, bus terminals, 
 fire stotions, post offices, libraries) 4) thereconstruction of civic facilities to house Nicaragua's government Ministries andAgencies and 5) the development of parks and recreation facilities over those areas
that are determined to be dangerous 
 "eisrric zones. 

Zones 3 and 4 (See Annex F ) is where most of the projects to befinanced under this program will be located.48 square kilometers. Zones 3 and 4 encompass an area ofThis is three cnd one-half times larger than the area that wasthe core of pre-earthquake Managua (13 square kilometers) where most of the city'spopulation, commercial facilitie- and government facilities wereanticipates a population of aye, located. Managua600, 000 in 1980,Zones 3 and 4. 
and most of it will be located inThe enormous infrastructure required to accommodcle this growthcan be imagined and appreciated. 

Because of the enormous construction effort that will be required toimplement a long range plan for the new Managua, it has not been difficuit for the 
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various execut;ng agencies to select illustrative projects that will be required for 
this first reconstruction. The Vice-Ministry will select and approve projects for 
immediate construction under this program from the illustrative lists and those 
projects will be financed under the prograrm. Once the Vice-Ministry selects a 
project and its financing by this Program is approved, the Executing Agency involved 
will prepare necessary engineering plans and specifications for its construction. The 
engineering plans and specifications will require USAID approval. 

As mentioned before, most of the projects to be financed by this program 
will be located in the new developing aid expanding areas within Zones 3 and 4 
and will particularly improve and expand 1) the north highway industrial strip,
2) the eastern commercicl 7tone, and 3) the west ..rn commerc*al zone. These areas 
and the surrounding family housing requirement 1hey will attract will have to be 
provided with adequate road rid street networks, water supply, sewage disposal,
electrification, parks, and those other urban development facilities, required by 
modern communities. This program cucrtempates sctis.ying some of the immediate 
needs. 

i. Transportation Improvement and Expansion: Pre-earthquake Mana
gua was a city concentrated and congested in an area less than 15 square kilometers. 
Streets were narrow within the main c0,,2 of the city where its commercial facilities 
were located and where most of its population was concentrated. Urgently needed 
was an ir;-proved access syst-n into the city and the downtown street system revamped. 
This would have required a drcustic and erorrrous urban ienewal effort. The earth
quake eliminated the downtown problem arid las precrfited an opportunity to 
deconcentrate Managua and plan and construct the city with adequate access roads 
and avenues and an internal street system that wil 5erv,'e it properly for man., years. 

Some improvement and expcini,,n of the city's beltway and by-pass 
system have been accomplished through the effort of the recent AID program loan. 
More is needed and included in this program. The main access highways into the 
city will be improved and expanded (i.e., South Highway, Masaya Road, North 
Highway). Connecting arterials belween the by-passes will be constructed. Wide 
access roads into large residentil areas will be constructed. In summary, not less 
than 115 kilometers of this type of transportation improvements and expansions are 
listed for consideration by this program. 

The Transportation Improvements and Expansion expected under this 
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program will be implemented by the Direcci6n Nacional de Carreteras or by the Distrito Nacional. 

ii. Public Infrastructure Improvement and Expansion:was pre-earthquake Managua where, The core of whatcmmeciawre as mentioned before,Trnoofthemost of city's populatio anfciltie ocae ne1On~_J6_eO~reo- the cr' population andl commercial facilities were
cleanup. 

located is still in the process of demolition andThe core is lined with dangerous faults and seismic zones. That area willnot be ready for occupation until the seismic danger is determined and zoning and•eismic controls are adopted. Managuans cannot wait for this in order to locatetheir industry, commerce and housing. In fact Managua isexperiencing a spontaneous location of these nceds. 

As with the transportation aspect of the Urboo Sector ReconstructionLoan, public infrastructure improvement and expansion financed under this programwill be located in Zones 3 and 4 and will be directed to riaficulaily seive thenorth highway indusl'rial strip, I)2) eastern commercial zone,mercial zone, and 3) western comand 4) residential areas that compliment the previous three crec
The impi'ovements and expansion will include 
.
 

water supply, 1) service roads and streets, 2)
3) sewage d;sosal, 4) storm drainage, 5) eiectrification,telephone communication facilities and 6)7) other miscellaneous public facilities. 

The institutions that will implement this work exist, are capableand are well known to USAID. Included area ENALUF,Distrito Nacional nnd TELCOR. 
Aguadora, DENACAL,


They are described in other portions of this CAP.
 
iii. Reconstruction and Expansion ef Public Facilitic:
suffered a severe bltw-h--he total loss Manogua
iuspub faciiti---- scFew s:condsof seismic movement, Roofs and walls feli on fire trucks, hospitals '-ru...ed, thiered cross center desintegrated, the Palacie de Comunicaci6n became inoperable,
markets vanished, electricity failed, transportation stopped and homes
destroyed. 'ere
A community cannot exist without these basic facilities.
 

This program contemplates the reconstruction and expansion of itsbasic public facilities. The program will finance the .;onstruction of: 1)centraland local market places, 2) bus terminals,

5) pedestrian overpasses, 6) libraries, 

3) fire stat')ns, 4) branch hospitals,

museum, eic., and 7) other miscellareous

public facilities. 
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Construcciones Nacionales of the Ministry of Public Works will bethe implementing institution for this portion of the program. This institution hasplayed a major role in the AID financed program loan. Construcciones Naciona
les is described in detail in another portion of this CAP. 

The GON is beginning to undertake the construction of new officefacilities for many of its Ministries, Institutions and Agencies. The GON has plannedtwo office complexes, one in the western commercial zone and the other along thenorth highway industrial strip. This program contemplates fihancing the constructionof the North Highway GON Complex. The complex will consist of not less than fivelarge office structures with conplementary laboratory and warehouse facilities. TheMinistry of Agriculture and similar types that require large and special type housing
and equipment w~ll locate there. 

B. Technical Feasibility 

The projects tVit will be constructed have not as yet been finalized for
financing and will be selected from the illustrative list of activities included in
Annex G or that should develop during the planning process. However, there
are no projects on the list that will require special technical knowledge and
capability for their design and construction. The technical institutions of the GONthat will implement the projects have executed their particular type of projects for
many years. (i.e., Direcci6n General de Carreteras - Roads and Highways, Aguadora -Water Supply, DENACAL-Sewer Disposal, 
 Construcciones Nacionales-Publ icBuildings, ENALUF-Electrification, etc.). These Agencies are described in moredetail in the above portion of this CAP. Each is well known to the USAID andconsidered capable of implementing the projects to be financed under this program.

All of these institutions have worked with international financing not only from AID,

but also from IBRD, IDB, UN, OAS and others.
 

The proiects to be constructed under this program will be Iocated inareas that have already been analyzed and determined to be in relatively safeseismic zones. Construction under the adopted seismic code will produce vild
ings and facilities that will not endanger the lives of its occupants. 

This program and others that coincide with the construction tirme framecontemplated will have a definite impact on the materials production and construction capacity of Nicaragua. Project costs and timely construction will be affected 
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by how materials, skilled labor and the construction industry capacity are madeavailable for this work. 

A large number of the projects listed will require the acquisition ofrights of way or building sites. 
of projects. 

This has bf.fen a serious problem in the implementationThe GON has been unable to cope with land acquisition in a timelymanner which results in delays and increased costs. 

C. Planning, De. gn. Construction and Implementation 

i. Planning: The projects that appear on the illustrative list are thosethat the GON consTiers top priority and essential to satisfy Managua's urgent andimmediate needs. Also they are those projects that take the first step toward
reconstruction and deconcentration.
 

Agencies 
The projects selected for this program by the different Executingare those for which demand already exists,quake growth, that spontaneous post-earthin the desired directions need for its continued existence and
expansion and those that are obvious for the reconstruction of Managua's 
transportation, infrastructure and public facilities. 

A long-range plan for a future Managua existed in preliminaryform before the earthquake.

with the limits of this program. 

Its outer limit was the outer beltway which coincides
Most of the transportation projects selected for this
program are those that appeared in the long-range plan. 
 Also, pre-earthquakewater supply and sewage disposal plans for improvement and expansion of thesefacilities exist. The projects to be selected for this program for water supply and
sewage disposal are 
those that adjust those plans to the Immediate Action Reconstruction Program objective. 

ed. 

The GON public buildings and facilities will be reconstrucl-
Their reconstruction under this program designs and locates them in a mannrrthat compbments the reconstruction/deconcentration objective. 

All of the implementing Agencies'were based on this preliminary long-range plan. 
future plans and expected growth 

etc., ENALUF, Aguadora, DENACAL,were preparing for growth towards the south and southeast. It may unsentimental say, but -evertheless a fact, that their operations werecongested, hampared by thedeteriorated and obsolete systems they had to keep operating in the preearthquake Managua core. It could easily be concluded that these Agencies welcomeand are not unprepared to cope with the deconcenlration effort and that 
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they will not be project-shocked by it. 

The prinary purpose of the reconstruction program is to promotethe planning and develhpment of a deconcentrated and multi-centered urban complex. However, the di.ntroyed central urban core of old Managua must eventually
be rebuilt. This zone Yil! require an extensive reconstruction planning and
 
controlled development effort.
 

An inte national competition will be proposed to select the firm toelaborate a master poar For the development of the zone. This master plan, whenaccepted and approved, would form the base for programming the implementation
of the reconstruction effort in this destroyed core. Detailed plans for selectedcomponents of the master plan would be prepared to initiate and further promote
the reconstruction program in this zone. 

In order to initiate this competition, responses, together withqualification information, would be solicited in accordance with AID pofessionalservices procurement policies from urban planning firms interested in participating
in this elemene of the reconstruction program. From these responses, the borrowerwould evaluate and select the three firms it considers best qualified to prepare anddevelop the concepts for a master plan within the frame-work of a defined scope ofwork. The sc-ope of work would be defined such as not to limit the presentation of
redevelopnnn! planning concepts but to assure that a consisient and common base
 
would be followed by all competitors.
 

ii. Design: Feasibility studies and preliminary plans exist for some ofthe major transportation projects that appear in the illustrative list. Most have

been on the Managua pre-earthquake long-range plan and are projections and
improvements of existing access roads and city streets. 
 All will require finallocation, se:ectior of design criteria and coordination with the Vice-Ministry of
Urban Planning and with the Immediate Action Prcgram. Design will utilize pastexperience, local materials and will not deviate from the types of roadways and
streets that have been constructed in Managua for many years. 

The same is true as regards the improvement and expansion of thewater supply, sewage disposal, storm drainage and electrical systems. Typicaldesigns with the use of local materials and methods will be the criteria. Hazen 
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and Sawyer are consultants for DENACAL and Aguadora and ENALUF has severalconsulting firms advising them. None suggest the discontinuation of the design andconstruction that these Agencies have adopted and are experienced in. 

No preliminary plans exist for the proposed public structures.The Minlstry of Public Works has determined the minimum needs of public buildingsfor the GON Ministries and Agencies and those public facilities that Managua lostand urgently needs. Construcciones Nacionales, the Executing Agency for thisaspect of the program, has analized those needs and has estimated minimum requirements to satisfy them wit very basic building area requirement, design ideas andcost estimates based on their experierce and involvement in the many projects of
the AiD program loan. 

All projects to be constructed under this program will have to beanalized individually by the GON and USAID to determine and ;ustify the requirement:;, feasibility, design criteria, desi ' n (By the Executing Agency or Consultants)ancd corstruction (Sy force account or private contro;ctors). Each project requiresthis analysis because of their variety in size, type and implementing agencyexperience. This approach has been successful with the program loan activities
and it is expected that these same procedures can be used successfully by the

central GON. 

iii. Construction: It is recommended that public bids of most of the
improvements anl expansion projects be solicited from private construction firms.
A serious attempt should be made to attract international contractors. 
 This programis extensive and the present Nicaraguan construction capacity and number of local
construction firms could not be significantly expanded to absorb
time frame. i in the plannedThe projects to be constructed are not complicated but ore numerous
and some are relatively large. Construction competition may not exist which would
increase costs. The tendency of local firms and even GON institutions to resistoutside competition will have to be faced and diminished for the benefit of timelyproiect implementation arid reasonable cost. However, since construction projectsare expected to be grouped in large packages international competition is 
expected.
 

The Nicaraguan construction industry capacity is analized inanother section of this CAP. Construction cost inflation is a reality. Although a 
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leveling-off is felt, this program can change that with the announcement of thefirst project. It, therefore, is very important that the Engineer responsible for thedesign of each project be required to submit a detailed and comprehensive cost
estimate of his design. 

No special construction materials or methods will be necessary forthe implementation of this program. Local engineering and construction contractorscould implement this program if time were not a constraint. The time schedulerequires international construction assistance and the importation of some materials.Some of the work can be performed by force account but it should be only thatwork that would not attract local and international private construction contractors. 

No special equipment will be required for the construction.Equipment for some of the public buildings, markets, etc., should be procuredwith early and extended lead time if possible because of the long delivery periodsnow being experienced. It is a fact that special equipment isalmost impossible toobtain unless procured months in cdvance. 

In the preparation of cost estimates, basic prices were establishedfrort! award of contracts for comparative structures within the last three months.
The geo'eral range cf building construction cost was from (12.100.00 per M2
($27.88 per sq. ft.) for the more complicated structures down ;o a low figure of
(1,500.00 per sq. meter ($20.00 per sq. ft.) for the more comnon type ofconstruction. The judgement of the reasot,ableness of these figures must betempered by consideration of the unsettled conditions existing here in the country.
Further consideration must be given to the high short term interest rate for money
which is in excess of 17%. The contractors expt,c, 
 and seem to be getting, asmuch as 25% profit on his direct cost and overheud. The material supply picture
is painted in the same hue with the merchant appl> ng a minimum'of 100% markup.
In the case of imported materials, there is a high duty placed on it which influencesthe base price from which the merchant works.
by the construction industry, the item is priced as 

In the case of some tools required
much as 400% of U.S. price ofthe identical item. 

This situation reflects the uncertainty experienced by theconstruction industry along with a sharp rise in anticipated activity. In the truesense of the phrase, active competition is limited at this time.contractors capable of performing the larger jobs is limited. 
The number of 

Those that are not 
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loaded to capacity, feel that they will take on new work only at their price. 
 Itis hoped that new foreign companies in conjunction with some of the smallerestablished in joirt-venture will move in with a more agressive attitude to reverse
this explosive trend. 

D. Implementation 

The construction aspects of this program can be completed within theprogrammed time period of the loan. Shortages of materials could be a delayingfactor as could labor strikes. This could primarily affect the construction ofurgently needed buildings but may not have a serious detrimeral effect oninfrastructure construction. 
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Environmental Statement 

As the Background shows, the environment has not been kind to the
 
residents of Managua. However, any program related to the recovery from the
 
cataclysmic occurrence of December 23, 1972, will involve movement and change

of people and their life styles and thus, will have, in turn, its significant effects 
on the environment. The underlying consideration here iis that the shifting of people
has and will have "environmental impact", but each infrastructure on construction 
project uldertaken in this program can be evaluated at the appropriate moment when 
detailed plans are presented for approval and steps recommended to assure the least 
damage to the environment. In all cases, such as drainage infrastructure, the projects
should improve the current environmental situation. In sum, the irreversible change
that the environment wrought upon the central portion of Managua presents planners
with precious few alternative solutions to the problem of minimizing adverse environ
mental impact. 

In general the purpose of the program will consist of encouragement
and assistance to the GON in their desire to minimize the re-occupying of the 
once densely populated central portion of Managua, and thus to reduce exposure to 
the hazards of another earthquake. The most dramatic and visible portion of the 
program will be the construiction of urban streets to connect, radially, the bulls-eye
rings of the by-pass roads. The tandem activity of infrastructure improvement for 
the various development zones will not be cs obvious, but is equally important in 
reference to both environment and reconstruction. The industries and commerce 
encouraged by this infrastructure will carry with them the inherent attack on the 
environment which must be provided for under second or third generation provisions
of the project. The vertical construction components such as public facilities,
public markets, office buildings, communication and transportation facilities are in 
themselves focal points of environmental impacts and will be evaluated at a time 
when manag.eable and evaluable plans are in hand. 

Scope of work for professional services shall contain sufficient 
provisions to insure that the environmental impact of each reconstruction activity
has been rationally analyzed ani should contain, but not be limited to, the follow
ing: 

a. A statement of the environmental impact of the proposed action. 

b. A statement of any adverse environmental effects which cannot be 
avoided should the proposal be implemented. 
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c. Alternatives to the proposed action. 

d. The ralationship between local short-term use of the environmentand the maintenance and enhancement of long-term productivity. 

e. Any irreversible and irretrievable commitments of resources which
would be involved in the proposed action should it be implemented.
 

A sympathetic concerr, for the environment has been denonstrated bythe GON in implementing past projects and there is no reason to expect a change inattitude with regard to this Program. While, to quote the M.O., "There is nointent to impose U.S. standards, priorities, or solutions on a foreign government thoughtthis procedure", elemental consideration of environmental effects and actions tominimize adverse Impact will be contained in each element of this loan packageat such time as technical information for each project's implementotion becomesavailable. This will be provided fo:i by this Program. 
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Water Supply Systems (Est. (435,000/hectare for low cost housing) 

Item Unit Unit Price 

2" PVC pipe ML 4 45 
4" A.C. pipe ML 48 
6" A.C. pipe ML 52 
8" A.C. pipe ML 60 

12" A.C. pipe ML 82 
Hydrants Each 700 

2" Valves ;1 400 
4" Valves " 900 
6" Valves " 1,200 
8" Valves " 1,800 

12" Valves " 4,800 
Storage tank 0.5 MG 600,000 
Storage tank 2.5 MG 2,500,000 

Sewer Collection Systems (Est. (100, 000/hectare for low cost housing) 

8" Concrete pipe ML 175 
10" Concrete pipe ML 215 
12" Concrete ripe ML 250 

Manholes (Av. Standard) Each 3,000 

Streets and Avenues 

M3Earthwork 35 
M3Paving 49 
M3Concrete 1,200 

Sidewalks (standard) ML 42 
Gutters (standard) ML 56 

Electrification 

Primary and Secondary L.S./Hectare 12,000 
Light."r; L.S./Iectare 5,000 
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PLANNING FOR THE EARLY POTENTIAL GROWTH OF CENTERS 

NEAR MANAGUA 

On a good highway 25 Kin, northeast of Managua lies Tipitapa,
 
population approximately 7,000. To the southeast on the main road
 
halfway to Granada lies Masaya, population approximately 40,000.
 
These three form the "inner metropolitan triangle" with Managua at
 
one apex and the two cities at the other apexes. Reinforcing this
 
triangle will be a new highway from Tipitapa to Masaya. Beyond
 
these points of inner trLangle lie other potent centers: Diriamba-

Jinotepe south of Managua 30 Kin., Granada southeast of Masaya 20
 
Km., and San Benito just north of Tipitapa at a junction of the
 
national road north and the Rama road to the east, plus a potential
 
route west on a shortcut to Leon and Chinandega. Time distances
 
in the whole system are very small; in the inner triangle only
 
20 minutes; Managua to Granada only 40 minutes; distances which
 

can be further reduced by highway and traffic improvements.
 

This network may rapidly develop into apra.ctical daily
 
system for business, industry, residence, schooling, working and
 
social trips. It was previously a disconnected pattern of local
 
trade areas, but commuting sprang to life with the earthquake and
 
the refugee overload.
 

From the maximum moment of refugee saturation estimated at
 
200,000 in early 1973, the population overload declined by 50%,
 
or 100,000 people, to the present date. Some social agencies saw
 
the immediate opportunity for a crash p.7ogram. of employment and
 
housing in the outlying refugee certers, for absorption of the
 
population. However, neither the pl-nnirg, engineering or fund
ing of a crash program was possible, before refugees were com
pelled by circumstances to filter back to Managua. Now the
 
housing and employment capacity of Managua offers a better
 
prospect than the almost stagnant satellites. While zhis sit
uation seems inevitable for the immediate several years of high
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investment in Managua, the larger question is; must the imbalance
 

continue, or can early planning tilt metropolitan growth into the
 

satellites?
 

Some serious policy consideration plus some physical im

provements going into the satellites give promise of a second
 

phase of decentralized metropolitan growth. This might take 5
 

to 15 years. But it is precisely bis lag which early planning
 

and key infrastructure investments may shorten. The main advan
tages would be these:
 

a. Safety of a Satellite System
 

The gecphysical dangers of Managua (high level earthquake
 
and volcanic eruptions of
of predictabLe frequency 30-50 yrs., 


unpredictable frequency) have been extensively reported by scien-


These hazards may or may not be less in the satellite
tific teams. 

destruction is proportionally far less.
centers, but their history of 


near the "quiet zone"
The direction of Tipitapa and San Benito is 


of the Sierra de Amerrisque, out of the "pacific volcanic belt."
 

More important is the dispersal of future urban population and
 

6 centers within a daily commuting
economic facilities among 5 or 


system which would reduce the geophysical hazard. This would
 

provide emergency capacity for refugees any where in the system 

water and sanitation, communication, health facilities, a basis
 

for temporary housing. It could be the ultimate safety policy
 

for the metropolitan population.
 

b. Efficiency of a Satellite System
 

At present some 25,000 or more urban jobs exist in the
 

reing of satellites outside Managua (compared with some 80,000
 
these would be in local commerin Managua). Normally, half of 


cial and public service, and the other half in industries which
 

could grow to meet the coming demands of Managua reconstruction,
 

such as:
 

cement and concrete porducts, til2, ceramic and
 

vitreous ware, plastic pipe and plumbing fixtures,
 

electrical products, air conditioners, refrigerators,
 

roofing materials, steel forms and fittings, wood and
 

panel products, windows of wood and metal frame, fur

niture and fabrics, glass products, paints, finishes,
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plasters, insulation, containers, small tools.
 

All these may be seen among the satellites today, in embry
onic form; but now an enormous demand is approaching. More
 
specifically, the very small enterprise level which saturates
 
these towns economies is not up to date with the national market
 
demands, due to historic lag in technology, credit, and also to
 
low levels of demand foc modern industrial products, due to pre
vious low incomes of this :rerket. However, the earthquake re
construction of Managua will soon change this. It will generate
 
several billion cordobas worth of materials. Normally half of
 
construction costs go for materials, and we may project a 6-yr
 
reconstruction plus growth estimate of some C$4,000,O00,OO0. For
 
satellite town industries this mears a large "captive market" for
 
products, which will upgrade local production.
 

c. Needed Metropolitan System
 

Managua for 100 years has agglomerated to itself most urban
 
growth. But other Latin American capitols have sprouted active
 
satellite towns, such as the San Jose metropolitan system, Guate
mala metropolitan system, etc. Part of the explanation for this
 
lag in Managua and its satellites is the historically low income
 
level, low industrial technology level, low automobile and trucking
 
index, low energy distribution index. Without the advent of the
 
earthquake and reconstruction, the Managua satellite system would
 
have begun to catch up, mainly due to highways. But now the re
construction contracts for many materials and services can be
 
positively planned to accelerate this metropolitan system.
 

d. Equity Considerations for Developing Satellites
 

Outlying communities are already painfully aware of the
 
economic burdens that are falling upon them directly and indirectly
 
as a result of national investment in Managua, through inflation,
 
loss of young labor to Managua and other indirect effects.
 
They would see their level of local public facilities fall even
 
farther behind those to be built in Managua, and it will appear
 
that the lion's share of public investment in schools, hospitals,
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water and sewer, roadss government buildings, airports, etc. will
 
go into Managua. What will not be clear to them is that a new,
 
more efficient Managua will contribute much more to the GNPO for
 
the benefit of the entire country. This would seem to be too far
 
off to be relevant in communities which are now so substandard.
 
The sense of inequity has already found expressions in public
 
debates. 2/
 

For all these reasons, regional planning theory here is
 
fast approaching a two-stage policy:
 

Stage I 	- Managua's 6 year reconstruction of infra
structure would be planned for 650,000 population in
 
1980, and not for indefinitely continued expansion at
 
this high reconstruction rate;
 

3tage II - Satellite towns would pick up rapid growth 
after 1980, rising fromn the "normal" 1980 projection 
of 175,000 to at least 400,000 in 1985; this means 
rising from 25% to 40% of the Managua metropolitan 
system. These outlying towns have had a suppressed 
rate of 2 to 4% annually (compared with '.anagua's 
7.3% rate before the earthquake)but this would rise 
to something like 10%. 

The key to this theory is that the satellite town growth 
potential can be based on rhe hugc "captive market" for recon
struction goods and services - and that early planning and 
investment in satellites can assure this higher growth This 
growth curve would at first (1975-1980) be lower than the Managua 
growth which would have massive local construction, housing 
projects, large infrastructure, etc. Essentially satellite town 
build-up requires more intricate introduction of many components 
of public fazilities, ser-vices, housing, industries and vocational 

1/ Ref: 	 Proceedings of the Private Enterprise Conference in
 
Managua - March 1, 1974
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trainlr3, which would require several years to result in efficient
 
industrial capacity.
 

How potent the satellite growth might become, is indicated
 
by certain conditions in the two nearest places, as follows:
 

1. Tipitapa
 

The Pan American Highway now passes through Tipitapa on
 
the way to Managua, thence south on a constricted winding road
 
in a half loop turning eastward toward Costa Rica - but now a
 
new highway link from Tipitapa will go due south to Masaya and
 
thereby cut partly through the loop, a shortcut of many kilo
meters and great relief of congestion through Managua, thus
 
making Tipitapa into a very potential trucking-warehousing
transport junction on the Panamerican Highway system. At
 
present the population is merely 7,000, mostly in self-built
 
modest workers housing. Only the central part of the town has
 
water and electricity, and only one paved street, the Pan
 
American Highway, which also serves as the open market strip.
 
Tipitapa already shows industrial beginnings, having steel
 
building prefabrication, plywood, milk products. It has a
 
power substation on the direct line from north',rn hydroelec
tricity. A study for an inter-lakes multi-purpose water and
 
power section is underway. " is a busy local crading center,
 

opening to the large agricultiral and other products of the
 
north and east. It lies closer to the international airport
 
than does downtown Managua. It has boundless water supply
 
for industry from both Lake Managua and Lake Niuaragua, lying
 
at the head of the estuary opening into the large lake.
 

To the north and east i. vast p!ains, in cotton,
 
traversed by streams from the Sierra de Amerrisque - where a
 
second national airport could be built and any amount of in
dustrial expansion. A few kilompters north along the Pan
 
AmericanHighway is the Junction of San Benito, with the Rama
 
Road into the eastern part of the country, and the potential
 
short-cut to Leon-Chinandegn to rhe west. The entire lake
shore corridor from Managua to Tipitapa, some 20 Km. long,
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will someday become an'intermittent city along the good high
ways, power lines and airport, and along a cleaned-up lake
 
Managua. Tipitapa could see a development boom very soon,
 
based on its advantages of: (a) transportation/warehousing
 
terminal, (b) manufacturing of many more building materials,
 
(c) worker housing for 30,000 to 50,000 population located with
in 20 minutes of Managua's active east end, location for a stra
tegic sub-center for government offices and new airport serving
 
the entire interior of the country, all located more safely than
 
in Managua. There is some interest by international agencies in
 
funding an industrial park at Tipitapa. However, a fully speci
fied functional plan and physical design of all new highway
 
connections, rail spur, utilities and lake ports for the new
 
transport-industrlal town is urgently needed. It is this imme
diate planning which should be part of the Managua deconcentration
 
program.
 

2. Masaya 

Now a very active but poorly equipped trading center in
 
the middle of the highest rural population density of Nicaragua,
 
Masaya's capacity could rapidly provide more production in the
 
coming boom of Managua reconstruction. It lies on a first class
 
level highway, 15 Km. distant from Managua's rapidly growing
 
southeast construction area, and 15 Km. from Granada in the oppo
site direction. Soon, the arrival of the new Pan-American link
 
highway from Tipitapa will boost Masaya's trucking potential.
 
Of special importance to recons'ruction is the first-class de
posit of building stone just outside Masaya on the Managua side,
 
which will become the major source of crushed stone, ready-mix
 
concrete and concrete produces. This is probably the best of
 
very few sources of good workable stone, near Managua. At
 
present the Managua projection zf a new sourtheastern express
way point toward Masaya (and Granada, beyond) - and could
 
become the country's major highway junction plus railroad
 
service to Masaya's doorstep. Masaya has practically unlinm
ited fresh water resources in two deep lakes (calderas) lying 
on either side of the town. Some small industrial and housing 
projects are projected - but the entire potential of transpor
tation network, utilities, indubtrial expansion, critical
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industries like gravel and concrete should be planned as part

of the regional balance of the deconcentration program. This
 
planning would have a triggering effect, and would make ready

for the arrival of the major new industrial highways from two
 
directionss Managua and Tipitapa, 
An important collateral effect
 
would be to improve the very inadequate present urban facilities
 
for supporting the large rural population surrounding the town,
 
to stabilize its services and employment capacity to prevent a
 
landslide of underemployed labor force from moving into Managua.
 

In summary, these two examples of satellite towns illus
trate strategic possibilities for supporting reconstruction and
 
deconcentration policy for Managui. 
 The other key centers -

Granada, Diriamba, Jinotepe and San Benito 
- also offer particular

service ca!'acities for industry and population absorption and this
 
metropolitan system would greatly relieve Managua from an economic
 
and unsafe kind of mushroom growth supported by reconstruction
 
labor. These potentialities of satellite towns are not only ways

to resolve many standard problems of a rapidly growing metropolis,

but are vital to safety and change in this target zone for geo
physical disaster. It is imperative to begin some rigorous

satellite development planning, with the deconcentration loan.
 
It will have the effect on reconstruction policy of establishing
 
the idea and practice of "Phase II Metropolitan Decentralization",
 
a principle which will cut across all other programs.
 

More particularly, the technical planning in the satellite
 
towns will require up to $1,400,000 of the loan fund, and will
 
take several forms simultaneously, as follows:
 

1. In VMUP, a special section for Satellite Town Planning

will analyze the main functions, allocations and timing of town
 
satellite growth, in relation to the entire regional planning
 
policy.
 

2. In each of the four main satellite locations (1) Masaya,

(2) Granada, (3) Diriamba-Jinotepe, and (4) Tipitapa VMUP will
 
have a Resident Planning Office, together with a Development
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Advisory Council of industry and town officials. The local
 
planning office will have two tasks: (1) industrial development
 
through specific selection and assistance for key industries, and
 
(2) civil works design and construction for enlarged communities
 
and connections with Managua and each other.
 

3. In addition to the above mechanism, the loan will provide
 
for contracting of consultant firms for special work such as
 
studies of specific industry feasibility, market analysis, trans
portation and warehousing studies, and areas designs.
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ESTIMATE COST OF MANAGUA DESIGN COMPETITION
 

The Managua Center Design Competition will be organized
 
to conform the regulations developed for such activities by the
 
principle architectural and urban planning professional asso
ciations of the Western Hemisphere. The competition will be
 
formulated in a manner which will attract experienced, and
 
progressive thinking competitors by a team composed of repre
sentatives of the Government of Nicaragua, Nicaraguan Professional
 
Groups and a Professional Advisor selected by the GON, and approved
 
by AID.
 

Competitors will be drawn from applicants submitting pre
qualifications as a result of an international public request
 
by the GON Competition Team. An international five member jury
 
will be selected directly by the GON Competition Team with
 
assistance by the Professional Advisor.
 

The GON Competition Team will consist of a Board of
 
Directors composed of representatives of principle Ministries
 
and the National Emergency Committee. A five man technical
 
section composed of architects, planners and engineers will
 
develop the competition program together with the professional
 
advisor over about a six month period.
 

The term of the competition is estimated to be six
 
to twelve months.
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Estimated Cost of the Competition is as follows:
 

1. Competitors Honorarium
 

A. 	 Salary: Principal (1/2 m/m) $ 2,000
 
Architect (2 m/m) 4,000
 
Engineer ( 1 m/m) 2,000
 
Draftsmen (2 m/m) 3,000
 
Art (2 m/m) 2,000
 

SUB-TOTAL $13,000
 

B. 	 Overhead, travel etc. (2 x salaries) 26,000
 

$39,000 (say $40,000)
 

7 x $40,000 	 $280,000
 

2. Prize Fund 	 150,000
 

3. Professional Advisor
 

A. Salary (6 m/m) 	 30,000
 

B. 	 Assistance, travel, per diem, etc. 20,000
 
50,000
 

4. Jury (5 x 2 weeks, travel, per diem, etc.) 	 15,000
 

5. Miscellaneous, printing, etc. 	 55,000
 

6. 	 Contingencies 50,000
 

TOTAL $600,000
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P,, 30Po.ge 1 f 3THE CAPITAL BUDGET PROGRAM PREPARATION PROCESS 

At present, the Office of Coordination of Investments (OCI)
of the Ministry of Finance (A) identifies capital projects
that are ready for financing. 
 This identification 
process (1)
Will eventually be transferred 
to the Vice Ministry of Urban
Planning of the National District (B) when it has the operating
capacity to carry out this function effectively.
projects (2) will be These capitalproposed by the line agencies..(C),or the OCI. the VMUp,The projects thus thus identified will then betransmitted (3) to the VMUP for review toas their location,size, cost, timing and consistency with urban planning guidelines.
The VNUp w.ll put together a "Recommended Capital Budget Program"(4) which is then submitted to the OCI for analysis as
availability of resources. 
 to the
 
Capital Budget 

The OCI will then prepare a "ProposedProgram', (5). This "Proposed Capital Budget Program,'
L, LX Emergency1 omnuitee (D 
tnr finaiAt this stage, all of the agencies involved (the line agencies,


0CIs and the VMUP)projects of greatest concern 
to them. 

will probably exert pressure to promote the
The "Approved Capital Budget
Program, (6) will emerge from this process. 
 The Ministry of Finance,
on behalf of the Emergency CommitLee, will coordinate the Program
Implementation 
(7) as 
the cycle starts over again.
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