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To utilize a portion ,of Nicaragua's unemployed to work on the 
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This amendment provides for additional employment generating activities involving 
the maintenance and rehabilitation of basic infrastructure, 
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This PP-Like document complies with current Agency Guidance on 
methods of financing and has provided far adequate audit coverage 
in accordance with the Payment Verification Policy Implementation. 
Guidance. 



PROJECT AUTHORIZATION AHENDHENT NO. 2 

Name of Country: Nicaragua 

Name of Project: Employment Generation 
Sub-Project 

Number of Project: 524-0301.03 

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961, 
as amended, I hereby amend the authorization of the Employment 
Generation Sub-Project of the Economic Growth and Development 
Program involving a planned obligation of Fifteen Million United 
States dollars ($15,000,000) in ESF Grant funds with total funds to 
be obligated not to exceed Thirty Million Four Hundred Thousand 
United States Dollars ($30,400,000), subject to the availability of 
funds in accordance with the A.I.D. OYB allotment process. 

2. The Project Amendment consists of adding $15.0 millicn to the 
Employment Generation Sub-Project for additional employment 
generating activities involving the maintenance and rehabilitation 
of basic infrastructure. The soal, purpose and activities of the - . -  - 
Sub-Project remain unchanged. 

3 .  All other grovisions of the original Project Authorization, 
amended by Amendment No. 1, dated May 21, 1991, shall remain 
full force and effect. 

I 

u Janet C. Ballantyne 
Mission Director 
USAID/Nicaragua 

Drafted by: 
Cleared by: 

AUG 2 8  a1 
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I. Executive Bummary 

This document recomnends the approval of a $15.0 million 
amendment to the Employment Generation Sub-Project, one of the 
components of the Immediate Impact Activities (IIA) of the 
Economic Growth and Development Progran. This Amendment is based 
on the recommendat;on of an interim evaluation of the Sub- 
project, to finance additional employment generation activities 
in order to continue to support the Government of Nicaragua (GON) 
in its economic recovery program. It is estimated that the 
Amendment will provide for the repair and rehabilitation of 170 
additional basic infrastructure projects generating approximately 
26,000 person months of short-term employment, within the current 
life of the Sub-Project. 

This Amendment does not change the original Sub-project1s three 
complimentary goals of: (a) the geno-ration of employment; (b) the 
reactivation of the moribund construction and associated 
industries; and (c) the repair, maintenance, rehabilitation or 
replacement of the nation's detericrated social and economic 
infrastructure. The original purposs of utilizing a portion 
Nicaragua's unemployed to wcrk on the repair of basic 
infrastructure, also re~nins unchanqed. The Amendment only 
increases the number of activities to be undertaken and 
accordingly the funding levels. 

Employnent generating activities will be focused mainly on repair 
and rehabilitation of urban infrastructure such as, but not 
limited to, streets, schools, markets, health centers, public 
buildings, and water, dr-inage, and zewerage systems. The 
infrastructure projects will be implunented by private sector 
contractors using local labor in the countryls different 
municipalities. 

The Amendment will be obligated through an amendment to the Sub- 
Project Grant Agreement with the Ministry of the Presidency 
(MOP). The MOP will delegate and assign certain responsibilities 
to the National Institute for Municipal Development (INTFOM) and 
the recently created Social Emergency Investment Fund (FISE). 
FISE was originally the project management unit within INIFOM 
until January, 1991 when it became a separate legal entity. This 
division of responsibility will be the only modification in the 
original Sub-Project implementation arrangements and is also 
based on an evaluation'recommendation (refer to Annex 3). 



The summary Fmendnent budget is as follows: (USS000) 

Employment Generation Contracts 
Technical Assistance (A&E) 
Financial & Control 
Project coordination & Hanagement 
Audit & Evaluation 
Contingency 

TOTAL 

I .  Background and Problem Statement for the Amendment 

When the present Chamorro government took office in April 1991, 
it inherited an economy in chaos caused by years of Sandanista 

'economic mismanagement, war, and the economic embargo. One of 
the most serious problems facing the new Government was extremely 
high levels of unemployment (estimates range from 252 to 402 for 
1990). Reduction and demobilization of the armed forces and the 
repatriation of Nicaraguans have served to exacerbate the 
problem. In addition, the country's basic infrastructure 
following years of neglect was falling into disrepair and 
represented a constraint to any recovery efforts. Finally, due 
to a ten year governnent bias toward the public sector and 
confiscation of property, the private sector industry collapsed 
to virtual non-exist~nce. 

To support the Covernnent of Nicaragua's (CON) in its efforts to 
promote economic grovth and to provide a counterbalance for the 
short-term negative effects of the new economic recovery program 
on employrant, on Se~zember 19, 1990, A.I.D. obligated $10 
million for the rehabilitation and repair of infrastructure in 
the various regions of Nicaragua utilizing private contractors 
and local skilled and unskilled labor. 

The Sub-project was designed to simultaneously address 
employment, infrastructure, and private sector needs. Private 
sector firms vere to be contracted by the National Institute for 
Municipal Developmant (INIFOM), the Implementing Agency for the 
Sub-Project, to undertake rehabilitation work identified by local 
municipal governments. Typical infrastructure projects included 
the repair of urban streets, improvement of local water, 
drainage, and sewerage systems and rehabilitation of public 
markets, health clinics, and schools. INIFOM would then carry out 
competitive procedures to identify contractors, execute the 
contracts, supervises the works and makes payment to contractors 
using project funds. 

O n  May 21, 1991, A.I.D. authorized Amendment No. 1 to the 
Employment Gensration Sub-Project. This amendment added $5.4 
million fcr the provjsion of employment generation activities in 
the Atlantic Coast region. The employment activities included 



road repair, forestry management, and rehabilitation of health 
clinics. Given the amendment's geographic focus and its rural 
oriented activities, it provides for a distinct implementation 
mechanism separate from the original Sub-Project, though INIFOM 
remained the primary counterpart organization. While focused 
primarily on the Atlantic Coast component, the amendment also 
made some minor modifications to the existing Sub-Project and 
extended the Project Assistance Completion Date (PACD) from 
September 19, 1992 to July 31, 1991. 

. Following a relatively slow start due to the time expended in 
establishing the necessary procedures for control and management 

, of the Sub-Project, the first projects actually employing workers 
began in late January, 1991, The level of employment increased 
from an initial level of 200 jobs to close to 420 through March. 
During April and May, additional projects were approved which 
more than doubled the level of employment under the Sub-Project ' 

and by June project implementation was in full bloom (see Annex 
4). As of August 15, 1991, the Sub-project had 69 infrastructure 
projects completed or underway (refer to Annex 6) in 60 different 
cities of Nicaragua. These projects provided approximately 
10,800 person-months of employment to skilled and unskilled 
labor. In addition, 34 new infrastructure projects had been 
selected and approved (see Annex 7). In other words, the Sub- 
Project had a total of $5.4 million in authorized contracts and 
projecrs totalling $2.2 million approved and in the bidding 
stage. Total disbursement of the Sub-project funds had reached 
$3.3 million and disbursements were projected to remain at a 
level tf 50.75 to $1.00 million,per month over the next few 
months. As shown in Annex 5, at the present rate of 
implementation, all currently obligated.project funds (excluding 
the Atlantic Coast amendment) would be committed by the end of 
the fiscal year. This would mean that no new contracts could be 
bid or signed until a new infusion of funds was provided via an 
additional obligation of funds to the project. Any delay in 
obtaining new funds would bring a halt to approval of new . 
infrastructure projects and disrupt implementation by creating a 
backlog of projects. 

The project is a high priority for AID and the Government of 
Nicaragua because it addresses a major social problem and is a 
tangible response to criticism that economic stabilization 
measures create additional unemployment or hurt the poor 
disproportionately. The govornment has repeatedly pointed to the 
program in its responve to such criticism and has presented it as 
an integral part of its economic stabilization measures. AID has 
generally seen its involvement in the program as a stop-gap 
measure until the Inter-American Development Bank (IDB) can bring 
more substantial resources to address short-term employment 
generation needs. The CON expects to receive an initial funding 
of $3.30 million shortly from the IDB for a series of pilot 
projects. At this stage, the arrival of major IDB funding for 



employment generation activities awaits initial feedback from 
these pilot activities, accordingly, such funds could not be 
realistically expected until late in FY-1992, if not later. 

In sum, to maintain the current level of activity, the Sub- 
Project requires $1 million per month or more. The recommended 
additional $15 million will therefore carry the project to late 
calendar year 92, at which time other donor financing is expected 
to be available. The high political profile of the project 
argues for providing necessary financing for the project to 
maintain it at its current level of activity and avoiding any 
disruption that would create an opening for those who question 
the commitment of AID and the CON to meeting the needs of the 
poor and unemployed or oppose the economic stabilization measures 
generally supported by AID and the CON. 

111. Project Amendment Description 

In order to continue to support the GON in addressing the 
problems of unemployment, infrastructure disrepair, and 
rdvitalization of the private sector and to maintain the current 
level of project activity,.USAID/Nicaragua proposes to implement 
a $15 million amendment to the Employment Generation Sub-Project. 
This amendment will not alter the original Sub-Project's three 
complimentary goals of: (a) the generation of employment; (b) the 
reactivation of the moribund construction and associated 
industries; and (c) the repair, maintenance, rehabilitation or 
replacement of the nation's deteriorated social and economic 
infrastructure. Likewise, the purpose and the activities of the 
Sub-Project to utilize a portion of Nicaragua's unemployed to 
work on the repair of basie infrastructure will remain unchanged. 
The amendment will, however, increase funding to expand the 
number of projects which can be undertaken during the life of the 
project. 

Employment generation activities will continue to focus mainly on 
the maintenance and repair of urban streets, rehabilitation of 
schools, markets, health centers, and recreational facilities, 
and the repair and rehabilitation of sewerage, water, and 
drainage systems. At the initiation of the original Sub-Pr.oject, 
the emphasis of project activities was on extremely simple 
activities, as a result the majority of projects consisted of 
street repair and paving. This Amendment will provide for more 
complex projects such as the rehabilitation and modernization of 
water, sewerage and drainage systems as well as the renovation of 
schools and health centers. As shown in Annex 8, projects 
totalling $23 million encompassing the country's various regions 
have been identified by the municipalities and await additional 
financing. Some of these projects will be financed by this 
Amendment. Project selection criteria for infrastructure works 
under this Amendment will remain unchanged i.e. preference will 
be given to projects which maximize employment and require 



minimum design and pre-construction preparation. Projects vill 
be distributed within the country's 143 different municipalities, 
while because of its population and political importance, Managua 
will receive up to 402 cf the Amendment's resources. 

~lthough, it is difficult to predict precisely the number of 
projects and the total number of jobs to be created, it is 
estimated that the Amendment will provide for the repair and 
rehabilitation of a total of 170 additional basic infrastructure 
projects generating approximately 26,000 person months of short- 
term employment. The average project will employ approximately 
40 to 90 workers over 3 to 12 weeks, although projects in Managua 
are likely to be larger. Projects will remain at a level ranging 
from $50,000 to 100,000 as a rule, with larger projects (mainly 
in Managua) requiring USAID approval. 

IV. Implementation Arrangements 

MPLEMENTING AGENCIESt 

At the time of the design of the original Sub-project, USAID 
identified the National Institute for Municipal Development 
(INIFOM) as the national institution that possessed a network of 
regional offices which could develop labor-intensive, small-scale 
infrastructure projects in local communities and supervise the 
financing and implementation of these projects. Accordingly, 
INIFOM was selected to manage the program for the various 
municipalities throughout the country. Within INIFOM a special 
Management Unit was established to manage project implementation. 
AID-financed technical assistance was provided to assist INIFOM'S 
MU in the process of establishing the project's procedures for 
the management and control of the project. Shortly after the 
signing of the project grant agreement, the CON created a new 
institution, the Social Emergency Investment Fund (FISE), to 
handle emergency short-term social projects such as the 
Employment Generation pro:ect. FISE was created largely in 
response to tho Inter-Ame,dcan Development Bankls plans to 
provide major funding for employment generation activities, 
USAID1s Employment Genaration project essentially served as the 
pilot for this effort and the GON decided to transfer 
responsibility for the project to FISE. The special MU within 
INXFOM was transferred to FISE and the primary project 
counterpart at INIFOM was named executive director of FISE with a 
power of attorney to sign project documents on INIFOMts behalf. 
USAID'S certification of the adequacy of the project's financial 
and accounting procedures was provided to the WU within INIFOU 
i.e. FISE. In other words, the project has been implemented, de 
facto, by FISE since January, 1991. As a result, nearly all AID- 
financed technical assistance under the project has and still is 
being provided to FISE. INIFOM1s role seems to be relatively 
limited as FISE has taken on most aspects of project 
implementation, Currently, the primary role of INIFOM in the 



project is to support FISE by helping municipalities in the 
identification and development of infrastructure projects through 
its regional engineers. The INIFOM regional offices also serve 
as communication links between the municipalities and FISE in 
Managua. 

In conclusion, the project is being managed and implemented by 
FISE, although the legal counterpart organization remains INIFOM. 
This current situation needs to be modified and the new roles of 
FISE and INIFOM clarified, Therefore, the amended Project 
Agreement obligating the first tranche of $6.5 million will be 
signed with the Ministry of the Presidency, and will describe the 
new roles of FISE and INIFOM. FISE will be named the 
implementing CON entity responsible tor the management and fiscal 
oversight of the Sub-Project, including the Atlantic Coast 
component. On the other hand, INIFOMts responsibilities will be 
limited to assisting the municipalities in the identification of 
projects and serving as a communication link between FISE in 
Managua and the municipalities. The Grant Agreement amendment 
will contain a Condition Precedent to Initial Disbursement 
requiring a statement of the names of the persons authorized to 
represent the CON for the Sub-Project together with a specimen 
signature. 

The Amendment will provide for the necessary technical assistance 
and consulting services to assist FISE in the management an2 
control of the project. The technical assistance will itizlude 
the competitive selection and contracting of a local ALE 
engineering firm under an AID direct cantract to assist F-SE in 
the selection of projects, solicitation and award of contracts, 
and supervision'and monitoring of the infrastructure works. The 
ALE firm will also perform environmental analysis to assure that 
selected projects da not adversely impact the environment. In 
addition, the A&E firm will provide some technical assistance to 
INfFOM for development of local infrastructure projects at the 
municipal level. An IQC with an accounting firm to assist PISE 
in implementing the project's administrative and financial 
procedures will also be funded by this Amendment. Finally, the 
Amendment will finance the extension of the contracts of two PSCs 
currently providing project management assistance and financial 
control services for the Sub-Project. 

As per the original Sub-Project, the GON Implementing Agency 
responsible for the project, FZSE, will contract directly with 
private sector companies for infrastructure repair and 
rehabilitation. All contracting will be in accordance with 
A.I.D. Handbook 11, Country Contracting. The procedures for the 
prequalikication of contractors, selection and award will be per. 



the established and approved "Project Contracting ProceduresM. 
In response to an evaluation recommendation, these procedures 
will be modified to lessen some of the A.I.D. approval 
requirements in line with the intent of Handbook 11, Chapter 2. 
This modification to the established project procedures will be 
the subject of a project implementation letter. 

The Mission will extend the present concurrent audit coverage of 
the Sub-project which is examining fund accountability, allowable 
costs, internal control structures of the inplementing entity and 
project compliance with agreement terms and regulations. A final 
evaluation will be scheduled for early 1993. The main purpose 
of this evaluation will be to assess the degree of success in 
'achieving the overall objectives and goals. 

E. PROJECT SELECTION CRITERIA; 

The three main project selection criteria will remain unchanged. 
As included in the original Sub-project, preference will be given 
to projects that have a high labor content, require fairly 
uncomplicated design, and yield long term socio-economic 
benefits. The municipalities with the assistance of INIFOM 
regional engineers will present their projects to FISE. The 
Project Selection Committee, consisting of :..embers of FISE, the 
ALE consulting firm and USAID wilS continue to make the final 
selection based on the established selactibn criteria. 

V. Piaancial Plan 

 he funds obligated under this Amendment will be used for the 
enployment generation activities described above. Because of 
Nicaragua's present economic crisis, host country contributions 
are not bejag requested under this amended sub-project. Such a 
contribution is not required, since, when ESF funds are used, 
Section 531 of the Foreign Assistance Act states that the 
standard 2 S a  contribution is not applicable. 

The funding period for these activities will be from September 1, 
1991 through July 31, 1993. Obligation of the $15,000,000 will be 
as follows: 

FISCAL YEAR: FY 91 FY 92 
OBLIGATION: $6,500,000 ESF $8,500,000 ESP 



The following is the original Sub-Project budget including 
Amendment No.1 for the Atlantic Coast activities, it does not 
reflect the new activities contenlplatarl under this Amendment: 

Contribution in USSOOQ 
Eii I& TOTAL 

Employ. Gen. Activities 400 12,700 13,100 

Technical Assistance 
A& E -0- 
Pro j . Coordin. and Mgt. 800 
Financial and Control 100 
Municipal Development 40 

Evaluation 
Audit 
Contingency 

Sub-project Total 2,315 13,085 15,400 

This amendment will provide $15.0 million for the following 
i terns : 

A. Employment Generation Activities . 13,000,000 
B. Technical Assistance (ALE) 1,100,000 
C. Financial 6 Control 400,000 
D. Project Coordination & Management 100,000 
E. Audit C Evaluation 150,000 
F. Contingency imuQ!2 

Total 15,OOO,OOO 



The revised LOP budget is as fo1,lows: 

mpl. Gen. Activ. 
Technical Asst. 
A+E 
Pro j . Coord/Mgt 
FinancialICont. 
Municipal Dev. 
Evaluation 
Audit 
Contingency 

Amendment 

The following is the new breakdown between foreign exchange and 
local currency costs: 

Employ. Gen. Act ivities 4 30 25,700 26,100 

Technical Assistance 
A+E 7 00 ' 1,100 1,800 
Proj. Coordin. and Ugt. 800 345 1,145 
Financial and Control 500 -0- 500 
Municipal Development 4 0 -0- 40 
Evaluation 135 -0- 13 5 
Audit 230 -0- 230 
Contingency a t  -0- 4 5 0 .  

Sub-Project Total 3,255 27 , 145 30,400 

The amended sub-project will thus now provide up to $26.1 million 
for employment generation activities. The cost of each 
employment generation project under the Sub-project is estimated 
to rang8 between $50,000 and $100,000. For activities in the 
Atlantic Coast region, projects of over $100,000 are not 
anticipated. 

All funds for sxyloyment generation vill be managed directly by 



FISE, while technical assistance, audit and evaluation will be 
managed by USXID/Nicaragua. FISE will ensure sound contracting 
procedures and practices for cash management and control. The 
systems for contracting, internal controls and'accounting have 
been designed and established by the Sub-Project's technical 
assistance consultants and are currently being implemented by 
FISS. 

The method of implementation and financing for this Sub-Project 
are summarized in the following table: 

Methods of Implementation and Financing 
(US $ 0 0 0 )  

Tcchnicrl Aloirtance . 

Proj. CaardLnation/Xanrgemmnt 
?iaancirl/Co:=rol 

VI. Laviroamrntal Conridorrtions 

Since the type of activities to be implemented under this 
hendment are tho same as those under the original Sub-Project, 
accordingly, the IEE negative determination for the original Sub- 
Project is applicable for this Amendment. FISE and the . participating municipalities will continue to utilize the 
environmental guidelines included in the original IEE. The A6E 
firm will analyze individual projects based on the guidelines 
contained in the IEE . 
not adverseiy affect 

in order-to-ensure that selected projects do 
the environment. 
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ANNEX 2 



MINISTERIO DE LA PRESIDENCIA 

Dac t o r a  
Janet Ea 1  1 an tyne 
D i r e c t o r a  A.1.D en Nicaragua 
S u  Despacho 

Managua, 21 de 4gosta  de 1991 
MP-260-91 

Estimada Doctora Bal lantyna:  

Por es te  medio y en nombre d e l  Gobierno de Nicaragua estamos 
s o l i c i t a n d o  a  l a  Agencia que us ted  dignamente pres jde,  un aumento 
por ~SsLS.000.000.00 (Quince M i l l o n e s  de Dd la res) ,  en l o s  fondos 
d e l  Programa de Generacibn de Empleos de Emergencia que e jecu ta  
e l  FISE, para s e g u i r  f inanc iando Proyectos de Reparacidn de l a  
I n f r a e s t r u c t u r a  Econdmica y S o c i a l  del P d i ~  en apoyo a l as  
M ~ ~ n i c i p a l i d a d e s  y a  I n s t i t u c i o n e s  d e l  Gobierno Cen t ra l .  

Q l a  fecha de es ta  s o l i c i t u d  e1 Estado de Avance d e l  Programa es 
e l  s i gu ien te :  

PROYECTOS N!!! MONTO uss 

Terminados 3 3 2.481.860.06 
En o jocucfdn 29 1.947.869.38 
En proceso de con t ra tac idn  3 6 ' 1.711.647.72. 
I n v i  t r dos  a  1  i c i  trr 46 1.606.641.34 
Preparando l i c i t a c i d n  a2 ~.OOO.OOO,OO 

To ta l  Proyectos 164 8.74Q.018.50 

Con estos 164 Proyectos s l  espera a tender  c i e n t o  s i e t e  Mun ic ip ios  
en todo 81 p r i s ,  representando e1 73% de l o s  143 M u n i c i p i o s  que 
t i e n e  Ir RepQblica. E l  empleo generado ca lcu lado para  es tos  164 
Proyectos 8s  de 48.300 empleos-mes, o sean, 16.100 empleos por  3 
meses de du rac ien  promedio que toma l a  e jecuc idn  de l o s  mismos. 

Esta qeneracidn de empleo temporal ha c o n t r i b u i d o  grandemente r 
amort iguar  81 e f e c t o  nega t i vo  de l a s  medidas econdmicas 
implementodas e1 3 d. marzo, l a s  qye s i n  duda alguna a l i v i a r d n  o 
mediano p l a z o  e l  desempleo, pero  s o l o  despuds d e  un p e r i o d o  de 
t r a n r i c i d n  que debe se r  apoyado p a r  programas como l o s  que 
impulsa e l  FISE. 



4 Por  o t r a  p a r t e ,  en l a  mediaa que e l  FISE ha ven ido  conso l idando 
su* e s t r u c t u r a  o r g a n i z a t i v a ,  su  capac idad  de eva luac idn  y 
s u p e r v i s l b n  de P royec tos  ha ven ido  aumentanto a  t a l  pun to  que ya 
se e s t a  u t i l i z a n d o  mas de un m i l l d n  de d d l a r e s  p o r  mes en e s t e  
Programa. 

Como u s t e d  podra obse rva r  Doc to ra  B a l l a n t y n a ,  l o s  Fondos de l a  
donac idn i n i c i a l  que h.1.D. h i z o  a1 Gob ie rno  de N ica ragua  para 
e s t e  Programa e s t a f a n  comprometidos a mas t a r d a r  en Septiembre 
proximo, y se cuen ta  con un Banco d e  P r o y e c t o s  que a  l a  techa 
superan l o s  USS20.000.000.00 l o  que j u s t i f i c a  ampliamente l a  
p resen te  s o l i c i t u d .  

Deseo a ~ r o v e c h a r  l a  o p o r t u n i d a d  p a r a  agradecer  en nombre d e l  
Gobierno de Nicaragua e l  apoyo que A.I.D. y  Usted personalmente 
han b r i ndado  a  l a  r e r l i z a c i d n  d e  e s t o s  P royec tos  y o t r o s  
muchos QUP se e j e c u t a r d n  en b e n e f i c i o  de e s t e  o r i o  y r e i t e r a r l e  
l a s  muest ras  de m i  mds a l t a  c o n s i d e r a c i d n  y  es t ima .  

Con a t en  t o s  s i  1 udos , 

/ ing. a n t o n i o  Lacayo . 

M i n i s t r o  de Ir P r e s i d e n c i a  DE 

cc: Dr.  E r w i  n Kruger  f 
M i n i s t r o  da Cooperac idn E x t e r n a  
Inq. Pab lo  Aydn 
Prmsiden t a  E j e c u t i v o  FISE 



PROJECT NOL 

-473 Adoquinado Cuapa, Chontales $ 54,252.00 
REGION V. 

-442 Reparaci6n Escuela Boaco $ 87,382.00 
REGION V. 

-18811891 Construcci6n Andenes, Cunetas $ 66,228.00 
19 0 y Empedrado de Calles, El Rama 

REGION V. 
-4 4 5 Reparaci6n Institute Nacional S 97.421.0Q 

Chontales, Juigalpa, REGION V. 

808-TOTAL $998~856*15 
REGION V 

Bids for these projects are due August 5, 1991. 

PROJECT NQ* NAHE CI8CONcoEsTPrPrT~ 

-2351236 Reparacidn 5OOm de Ralnpa y . $ 50,266.54 
Costrucci6n de 1,179 
Letrinas dobles, Mateares 
REGION 111. 

-147 Construccidn de Andenes en $ 53,126.31 
Villa el Carmen, REGION I11 

-2 4 2 Adoquinado de Calle, Tipitapa $ 72,272.37 
REGION 111. 

-253 Entrada a Ticuantepe, Km 19 -42.237.71 
REGION 111. 

SUB-TOTAL . 
REGION 111 

Bids for these projects are expected to be released in the. first 
week of August and bids will be opened around August 15, 1991 

-1441285 Adoquinado 6 cuadras en 
Barrio San Antonio, 
Trinidad. Encunetado 
Barrio San Jose 
La Trinidad, REGION I. 

-36013621 Construcci6n de Cunetasl 
363 Adoquinado/Ampliaci6n de 

7 Escuelas en San Juan 
de Limay, REdION I 



PROJECT NQ* 

-203/403 

PROJECT NOe 

Mejoramiento de Calles y 
Cauce en Pueblo Nuevo/ 
Encunetado en Palacaguina 
REGION 1. 
Adoquinado en Telpanecal 
Encunetado calle central 
en San Juan del Rlo Coco. 

REGION Ie 
Rehabilitaci6n Agua Potable 
en Santa Clara/Enchape de 
Calles en Murra, REGION I. 

SUBTOTAL 
REGION I 

Puento Vado en Belbnl 
Pre-Escolar El Menco en 
Buenos AiresIPre-Escolar 
El Coca1 en Buenos Airesl 
Reparaci6n Escuela en 
Buenos Aires/Construccibn 
Mercado en San Jorege 
REGION IV. 
Adoquinado en Niquinohomo 
REGION IV, 
Reparaci6n de Aceras y 
Andenes en San Marcos 
RtOXON IV. 
Adoquinado en Nandasmo 
Rt0501 IV. 
Adoquinado y Encunetado 
en Catarina. REGION IV. 
Adoquinado en Diriiomo. 
REGION IV. 

8 UB -TOTAL 
REGION IV 

cI8COth EST- 

$ 74,650.32 

CISCONCQ EST- 

$ 59,303.96 

Reconstrucci6n Puente $ 50,850.00 
Peatonal El CuB/Reparacci6n 
Calles, Cunetas y Alcantarillas 
San Josd de Bocay/Anexo del Centro 



PROJECT NQ. 

de Salud El Cud/Reparacibn de 
Alcantarilla El Cu6. REGION VI. 

-395/396 Agua Potable en Rancho Grande 
y en Las Carpas. REGION Vf. 

-025/034' Reparaci6n Escuela Ria Sandino 
Adoquinado y Alcantarillado 
Ave. Rio Grande Matagalpa 
REGION VIe 

-130 Reparacibn Escuela E.M. en 
Yall. REGION VI. 

-382/383 Reparaci6n Escuelas V.M. 
Gutierrez No.1 y No. 2 en 
San Isidro. REGION VI. 

REG1 ON VX 
The selection of the projects for Regions 1,IV and VI was approved 
by AID on July 29, 1991. 

TOTAL APPROVED BY AID $2/296/057.63 
& CURRENTLY IN TEB 
BIDDING STAGE 
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I. Executive Summary 
The Employment Generation projat was designed as one component of an Immediate Impact 
Activities (TLA) Project, which was designed to assist the Government of Nicaragua in 
renewing economic growth and meeting development needs by utilizing a portion of 
Nicaragua's unemployed to work on the repair of basic urban infrastructure. To this end, 
the project executed on September 19, 1990, provides $10,000,000 for the rehabilitation and . - repair of infrastnrm in the various regions of Nicaragua utilizing private conmcton and 
local skilledmd unskilbd labor. 

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

A. Why has the project moved so slowly? 

Early project implementation can be chmcterized as slow only in relation to ambitious 
Mission plans and expectations. The time period from project obligation to actual 
employment of unskilled laborers is not out of line with other USAID projects dealing with 
infrastnrctun. Mission effom to sped project implementation probably kept delay; to a 
minimum given the level of counterpa institutional weakness, Though it may have beer. 
possible to design a project which generated significant employment more quickly, it would 
probably have meant a significant departure from the infrastructure and private sector 
improvement objectives of the project. Now that the project's proc&t:iw and controls art in 
place and functioning, implementation is expected to proceed as planned without any majcr 
delays. 

0, Is additional funding for the project justified at this time? 

The Employment Generation project will need an infusion of additional financing from AID 
before the end of FY-1991 to continue its project activities at any level. Given that 

' 

additional finsxing from AID or other donors beyond what can be provided by AID during 
FY-91 is not likely before January of 1992, the level of any additional FY-91 obligation will 
determine the rate of activity in the project through lanuary, 1992. From that point, 
decisions by AID and other donors concerning availability of additional financing will 
determine the rate of activity in the.project up to the point where funding from the IDB 
becomes available. 

US AID IN^^^^ should obligate additional funds for the project prior to the end of the 
fiscal year at the level of at least $5 million in order to rnhintain the current level of activity 
~n Managua and other municipalities through January of 1992. 



USAIDMicaragua should also determine whether additional hmds will be made available for 
the project during FY-1992 and work to help FISE identify other donon to fill in where AID 
and IDB nsourccs will not be available. 

C. Should the counterpart relationship be transferred from IMFOM to FEE? 

While the transfer of project management to FISE can be questioned on 3 number of 

. - grounds, and certainly was not contemplated in the Project Paper, the aarsfer has, in fact, 
taken place and is a fair uccomgli. Unless then are non-institutional reasons which argue 
against changing the counterpart organintion, the project would benefit from a clarification 
of roles and recognition of FISE as the primary counterpart. 

AID should recognize that FISE is the de frcfo implementing organization and formally 
transfer authority for project implementation to FTSE. At the same time AID may want to 

s consider some technical assistance to INIFOM under the program ior development of local 
sub-projects at the municipal level. 

D. Does FlSE have the capacity to 'bplement a rapidly expanding project of wide 
geographic spread? 

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

The project should cantinue to finance consultants to assist FISE in developing its own 
internal capacity and implementing the project in the short-term. The ~ o r k  of the 
consultants might be phased out over the next six months, depending on the demonstrated 
capacity of FISE and INIFOM (see below). AID should also endeavor to help m a t  FISE's 
needs for radio/fax equipment and additional vehicles via its Public Sector Support project or 
an amendment to the project adding additional funding. 

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

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

, As FISE demonstrates increased capacity to handle general implementztion of the project the 
role of CISCONCO should be reoriented in line with changing project n d s .  CISCONCO's 
work can probably by phased out through the end of the calendar year leaving FISE the 
option of contracting them directly for occasional specific needs, 



F. Should then be any changes tn project procedun~? 

The procedures now in place are generally a useful m a s  of ensuring the fairness of the 
competitive process and the control of funds. However, they create burdensome paperwork 
and the time involved for processing and completing key aspects of project implementation. 
Lessening some of the USAID approval requirements in line with the intent of Handbook 11, 
Chapter 3 and clarifying the difference (if any) between the approval of convacts under and 
over 5 100,000 would help satamline implementation without creating additional 
vulnerability. 

During the initial phase of project implementation, disbursements were slow due to the delay 
in establishing the project's procedures. Now that the project is at its peak it is of utmost 
importance that processing of approvals and payments are made promptly. The project 
should incorporate a system of advances based on the project's cash flow n d s  and not on 
amounts committed per conuacts. The section dealing with AID approvals as contained in 
the project's approved contracting procedures particularly as it relates with the documentation 
and procedures nquired for USAID approval should be modified. These modifications an 
required to enhance and expedite project implementation. USAID should also consider 
possible ways of streamlining and shortening the time necessary for processing of approvals 
and payment without sacrificing the requirements of Handbook 11. 

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

The major selection criteria established by AID seem to chart an appropriate middle ground 
for addrasing the various objectives cited in the p'dject paper. While the emphasis remains 
on employment generation through a labor cost threshold, the criteria allows sub-projecu to 
address critical infrastructure needs, thus finding a r t  acceptable compromise between 
she t imes  conflicting projcct objectives. The geographic allocation seems to generally mee t  
a range of political and project imperatives. To bring greater management efficiency to the 
project, an informational campaign targeted to outl; ink municipalities might help gtnerau 
larger sub-projecu outsidc Managua. 

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

H. Is the projcct meetbg its employment objectives? 

ln~tial project fargets for employment generation were over-ambitious given the type of 
~nfrastnrcrure work &ed out under the project. These targets could not have been reached 
without a major change in the types of sub-projects being implemented given the cuncnt 
relative cost of labor and material in Nicaragua. Currefit targets seem to accurately reflect 
the situation in Nicaragua and establish appropriate overal! objectives for ongoing 
~rnplementation of the project, Benefits related to other project objectives such as those 



accruing to the private m o r  constxuccion industry and the communitiu that benefit from the 
repair and rehabilitation of i n f k t r u c ~  have not been highlighted. 

The project should maintain its employment emphasis through the targets now spe~lfied in 
the Project u amended. Ir.fomationa1 campaigns targeting outlying and smaller 
municipalities should include information regarding the acceptability of projects of larger 
scope and wst which might allow development of projcfts with greater overall societal 
benefit (such as water systems). 

I. Are there benefits beyond dltPct employmeat that could/should be measutod? 

- m e  project is creates both upstream and downstream impact that, while, significant, b 
difficult lo quantify. Nonetheless, efforts to document these effects will help provide a fuller 
picture of overall project impact. Reporting on these other societal bencfiu may be included 
in a section in the CISCONCO monthly report or in other FISE repom. CISCONCO and 

I 

FISUINlFOM engineers make weekly field trips to the project sites and could collect such 
information and data. US.4ID, CISCONCO and FISE should jointly develop the type of 
information on societal benefits to be provided in project reports. 

In conclusion, the Emplcyment Generation Project is generally meeting the objectives for 
which i t  was designed. The project would benefit from additional funding .prior to the end of 
FY-1991 and the Mission should consider providing sufficient funds to finance a steady level 
of project activity through FY-92. 
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l'rojec t cd Employment 
Generated 111rdcr Orlginal 
Sub-project 

Projected Ernployment Generated 
Cumulative Person-Months of Employment 

Thousands of Person-Months 

Feb Mar Apr May Jun Jul Aug Sep Oct 

Illustrates 1991 implementation progress 

Nov 
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....,... a. J 

Cont rnc t trig b Conrmi tment of Funds 
under Origioir 1 Sth-Project  - - - 

Contracting and Commitment of Funds 
for lnf rastructure Sub-projects 

$8.7 million = Total for Subprojects 

Millions of Dollars (Projected July-Nov) 
____d_________L .-.- - -- 

Feb Mar Apr May Jun Jul Aug Sep Oct Nov 

Funds must be reserved well in advance 
of actual contracting - all funds need 

to be reserved prior to the end of FY-91 



ANNEX 6 



376,:E3 
W 1 3 X  
..I " I .  
J . d , . l d  

. . ,  ,4.,,ii: 
1 ; .  nt r 
: , I  , " d d  

::c,::3 
:::,i3 
11: ,:Ga 
::; ,:8: 





.,. :. d ; 2 ; ; 3 ; T  . " . . " " ' " "  
A E;, X U ,  ! 1 C A T I 3 1  , ,  AH';'.'^;" ;; ;,;:. ........................................................................................................ 

?..,li;6 j.r .... " 4  .......... ..I r  ..:: ., *.!, # c a b .  .CI~.CI re;c,: ::,:i: 254,4:: 
> i : ~ h + j  :,+if ;i I:,$"! i::,::! 
2i ' i .b i  Jb  St:??'.; ::,5;: 2'1 , ? '  IJV ' 

b a ' i ~ r ~ i  J ~ I  j t r + t ' . j  : 2 , 3 3 2  i E I , J S U  
..*.....-.- ..-..-...... 

.I*. I n I 
I I 2 i 2C11018 f l1OCi ,19C ........... .--..-...... 

Tiy in ;  o f  3: tects 1 i 1 ; 3 6  42SIS:iI 
h h b j i ; i t A : i d f i  S,:ISJ.S IC,:JJ ZC; lSC: 
? i i i f t i  d f  j :r+tLS 3 4 4  177,Z:: 
2 i i 1 f i i  3 1  j t i ~ i : ~  ::,I36 231,481 
P i , i f i i  ~f j t r e t : ~  52,i;: 264,I: i  
F ' i i r l i  e;! j\r+t:.: I *  r n  JI ,wu3 21:,31: 
;Grlj.. . a , . .  . . , rc ;~vr i  S I  b 1 3 3  57,dJb 315,133 

....................... 
mnr r , v ~ i u  ?!I 15 1446,164 ' *  ~ * l ~ 3 ~ l u ~ ~  " ' '"" 

....................... 
i i t i i t h  C ~ f i t t !  h x l r  m*m , n r t  1,- A r , t 5 1 1 s $ 4  t 1 5 t , " Z  ....................... 
P i v i i i  o f  j ; ret t ;  h;i L i t r e  3  269,131 
C t i i f i i i ~ i > i ? i n i  a d .  C. Andr r .  SAitd;?~6Ai $8,315 23C,3:S 
; i ? i h i  0: i t r C t t S  ? r i ? i i b i  11 1 i 6 1  1871:3$ 

J: j : t ? e t j  l i r q r e ; ~ a l r  3:,;3: 455,I6: 
P i v i h i  3: S::et:j C ~ i J r i  53,1C5 ;471X; 
h ? i h f  J: ;:reat; : i n  i ~ j i j  4  532,::C 
n. . . .  r s r , 6 1  0: ;:re*:; I ; ; e t i i  on* .** 

IUL,JI, 5 i i lY6 :  ....................... 
KTG ?It 1: 576,753 2,18:,:3: ....................... 

Y i t t t  ta r t  :ns:i;; r n l  ra:zr sj;:tr . X 1 3 4 7  263,::: 
C . ) . .  ~ c . l u u i  d n i  b?br:i~ C C ~ I ~ Z !  r I ; i h lS  2  2;8,112 
Mi i f i i ; i p i l  ! h i a t  r + X i  t 0  'I 
S C ~ G O ;  i f i d  H u i i i i j i i  W i t k e t  t t t i i t r  21,412 123,Z;O 
~ r i h i l n ~  ~ i k r  j jj:?l i I p t ; ? 8 l t n i  711331 z ? k l l ? u  
h i n t  i f i f  u : a r  : r ; ro??rsnt  23,373 IO;,iC5 
$ i d t ! ~ i ; t ~  i t h j : f d i ; ~ ~ n  6B,?C3 34;1500 
h n i t b l l  d r i i n f  *I n 6 573,930 
?&?in; d n  S:t+t:j 61,C;3 :13 , i35 '  ......-...- ...-..-..... 

mnm A . 7 :  8 42 l1783  211C8t315 
..........- ............ 



ANNEX 7 



LIST OP PROJECTS APPROVED BY AID 
AND CURRENTLY UNDER BOLICITATION 

(as of August 15, 1991) 

NAME CS8CONCO ESTIMATE 

-102 Agua Potable $ 55,526.00 
Yali REGION VI 

-4 07 Reparaci6n del Mercado, Escuela 
Ciudad Dario, Tanque Agua Potable 

- 
Terrabona. REGION VI 

SUBTOTAL 1061134.00 
REGION PI 

~ h e s e  projects have been declared void in the first round of 
bidding and will be rebid. 

PROJECT NO. &u!u ~IBCbNCO EST- 

-409/410 Encunetado Calle Principal y $ 75,857.18 
Adoquinado Calle Pzincipal 
Santo Domingo, Chontales, 
REGIC'N V. 
Cuneta y Adoquinado Calle 
Avenida S.-01, 100ML/3780M., 
La Libertad, Chontales, 
REGION V.  
Adoquinado y Encunetado ' de 
Calles en Comalapa, Chontales, 
REGION V. 
Adoquinado Calle Instituto San 
Sebastlan, Acoyapa, Chontales 
d ~ o r o w  v. 
Adoquinado y encunetado Calle 
alrededor del Parque Central en 
Teustepe, Boaco, REGION V. 
Adoquinado Calle Central, Villa 
Sandino, REGION V. 
Adoquinado Salida a Managua, 
Santa Lucfa, REGION V. 
Adoquinado y Encunetado, 
San Lorenzo, REGION V. 
Reparaci6n Instituto Basico, 
San Jose da 10s Remates, 
REGION V. 
Adoquinado y Encunetado, 
Muelles de 10s Bueyes, 
REGION V. . 
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ANNEX. 9 
Logiaal ?runework 

zmploymrnt Ganrrrtion Projaot 

Narrative Summary L- 
To assist Nicaragua 
in renewing economic 
growth and meeting 
development needs. 

To utilize a portion 
of Nicaragua's 
unemployed to work 
on the repair of basic 
infrastructure. 

Jobs created; roads, 
streets, drainage and 
sewage facilities 
repaid. 
Reforestation of 
forests and 
rehabilitation of 
health center, 
schools, markets and 
recreation facilities. 

Objectively Verifiable 
Indcators 

Means of 
Verification 

New economic growth 
program in place. 
Reduced inflation. 
Increased real GDP per 
capita. 

GON progrm 
reports on 
economic 
program as 
well as reports 
by USAID and 
o!her donors. 

Reduction in 
unernploymen t. 

Improved econon .ic and 
social infrastructure. 

7 0 , m  pcrwn-mon&s 
of employment 
generated. 
120 urban streets 
nplind consisting of 
more than 450,000 sq. 
mt. of paving. 
250 Ions. of roads in 
Atlantic coast repaired. 
40 drainage, water and 
sewage systems 
npain8. 
150,000 hectares of 
forest fcforested. 
'Jp to 50 health centers, 
schools, markets, etc. 
rehabilitated. 

GON reports. 

us AID 
reports. 

Other donor 
reports. 

Progress 
=ports by 
consultants. 
Periodic 
meetings with 
FISE and ' 

consultants. 
Field trips. 

Assumptions 

The O N ' S  
commitment to the 
transformation of 
the national 
economy and the 
adoption of the new 
economic policy. 
Other financial 
resources are 
available to the 
GON. 

Employment 
generation 
continues to be a 
GON priority. 

Con:ultants 
performs work 
satisfactorily. 
FISE provides. 
personnel and other 
support. 
Contractors perform 
per the contract 
terms and 
schedules. 



Contracts for setting 
up administrative and 
financial procedures 
and monitoring 
systems, Contract for 
providing assistance 
to FISE in the 
evaluation, selection, 
award, 
administration, 
monitoring and 
supervision of 
projects. Contract for 
providing assistance 
to the FISE Atlantic 
Coast Project Unit in 
the management and 
supervision of the 
Atlantic Coast 
activities 

AID financed Inputs 
EmpLGen $26,100 
Tcch.Ass. S 3,485 
Other S 8U 
Total $30,400 

Contracts. 
Progress 
reports. 
V i d  
in spec tion. 
Evaluations and 
project 
completion 
reports. 

Life of Project: FY 90 - FY 93 
Total U.S. Funding: 530,400,000 

Conditions 
precedent of Grant 
Agreement will be 
met in a timely 
manner. 
Review and 
approval of repair 
project, contracts, 
invoices and other 
project 
documentation will 
be expeditiously 
performed by FISE. 

- 


