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Project (029), 

1 , Background 

The purpos of the Urban Reconstruction project is to plan and exec~t.e 
a conphrehenslve series of activities that will enable Managua to support 
a population of approximately 650,000 persons by 1980 under decentralized 
seisndcaly safe conditions . Reconstruction and development of the city cf 
Managua was to be carried out ac'cording to certain basic principles designed 
to ensure that the city would be able to withstand future earthquakes with
out lI'idesprea.d dSlnage and disruption . USAID/N provided $30 .0 million to 
finance actjvities to be carried out under the Inunediate Action Reconstruction 
Pror:l·aJn (1 'HAt). 'l'he GON agreed to make $40 .0 million available as counterpart 
whiCH would be used to restore essential public services, reestablish 6~l 
scale business and industries, extend , eluarge and/or complete var:ious urban 
tran3por tatlon arteries to support deconcentration of population, facili~ieG 
and services~ pr~v1dc water Connect ionn for the residents of low income neigh
borhoods and construct an emergency drainage system for the capital city. 

The requlrement for an annual joint evaluation is based on Article III, 
Gee . B, of lmplementation Letter No.1 to the Loan Agreement which specified 
that a. joint review should be carried out each year to anal:yze, tithe extent 
to which the program has contributed to assisting Managua to recover from the 
earthquake J the extent to which Hanag'18' s growth is being tilted into a per
manently dcconcentrated pattern, the extent to which adequate planning has 
been developed for the long-range reconstruction of Managua and the extent 
to which the program has provided opportunities for Managua's lower socio
economic groups', 

II. Bvaluation Methodology: 

According to Implementation tetter No.1, representatives from the Minis
try of Finance, the Office of Coordination and Implementation (OCI) , the 
National Budget Office : the Vice Ministry of Urban Planning and the Executin 
Agcncies arc supposed to participate in the Evaluation . The Evaluation Report, 
however , was prepared by an .ad hoc group consisting of three urban development 
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zp(~cialists fl"OW the V lee Ministry of Urban Planning with the part-
t I.n,c nnshtancc 'of a. representative from ocr and AID/FIS. The evalua
tion Te run used GON r ecords, two survey/interviews with ~eneficlarles 
and non-bcncf iciar,ies of the water and sewer connection program, and 
un!Jt r uct lt.rcd in terviews with GON personne'. responsible for supervising 
design ruld execution of sub-projects to conduct a progress assessment 
01' t he current status of activities carried out under the PRAI sL,ce 
the l ar'f evaluation . Within the confines of its terms of reference 
and the linritation of the evaluation format, the Team analyzed and des
cribed in narrative form the inputs, outputs and purp'ose indlc~tors 
for tne pr oject. Experience from the prior evaluation showed that a 
nt ruct ured l oe - f rame approach was unworkable, principally because pro
Br ess on t he pW'pose level, 1.e. deconcentration of the city and res
tOl'ation and expansion 01' the city's infrastructure, has preceeded 
nruch of public construction which wa.s planned for specific areas of 
t.he ci t y . A pr i nciple hypothesis of the FRA! was that subcenters and 
district centers would become poles of attraction for popula.tion and 
cOlluner cial activity. Variolls factors, howp.ver, caused the population 
wld con~rclal activity to resettle before these centers could be cons
tl~cted. Among the factors were; the clsure of the old center for new 
construction or r epair, the basic need for people and businesses to 
find ncw locations , t he VIMPU 's control over building permits, the 
public knowl edge of t he out line s of the PRA! plan for deconcentration, 
ru~ t he p~\ttel'n of non-FRA! public capital investment in the city. 

Thq. i llvcstmcnt pl an of the PRA! has becl) amply eva:luated in the 
past from t hc urban development perspective by r·1essrs. Dyckman,Marm 
:md other specialists i n the field . As there has been no significant 
chnnge in the bas i c pl an (except for timing of elements and source of 
financ1nt;) , t his evaluation does not attempt to reevaluate the plan. 

TTT , ProgreGs to Date : 

Achievcment~ s ince the last evaluation report are as follows: 

1 . Recuperation of Public Services - The eValuation report 
:;ho~/e 'that water, el ectricity, sewerage connections, communications, 
health fac iliti es , cl a s s rooms, central government buildings, flood 
control channel s , and r oads have all been restored to the p~int of 
exceeding pr,~- earthquake levels . Sales of potable water have increased 
at an annual rate of 5 . 3~ since 1973 compared with an annual increase • 
cf 2. 8 pr ior to 1972. In addition, 4,560 household conn<!ctions have 
h~cn i noto.llcd for lowcr income families. Other aspcct.o of recuperation 
of s ervices involve 1cstoro.tion of 60,000 household electrical services 
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r epr esenting an annual incr ease of 16.5% , the repair/construction of 
the number in existence prior to the earthquake and the construction 
01,' covernrnent offices , hospitals, markets and pOlice stations. The 
con~truction of these facilities has faclli}tated deCOnCel.'ltration of 
the city in a. pattern consistent with original reconst':''Uction objec
Uves. 

, 

Besiaes the completed household ',tater connections, PRAl construc
tion projects include, the first stage emergency flood drainage canals. 
( A.t. D. ) , Pie t,a Santo Dominso (GON), P1.sta S.uburban (ooN), and the 
l rovisional Civic Center (GON) . Beyond r ecuperation and expansion of 
public facilities, the evaluation paints out that a Significant con
tribution of the PRAI was its identificati'Jn of public services not 

r cviously available in Managua, i. e . bus stops, l ibraries, and public 
day care ccnt cl's , and the calling of these r equirements to the attention 
of va.rious sow-ccs of financing . 

2 . Pernmnent Deconcentration - The evaluation report pOints out 
thnt , according to the 1975 census, a dynamdc shift has occurred in 
settlement patterns in t-tanagu&. . In 1971 49.1~ of Managua 's population 
lived in the concentric rings 1 and 2 . The 1975 census showed only 
23 . 6% of the populatjon living in this area. The largest increase was 
in rings 5 and 6 where the percentage of Managua's population went 
from 15 . 31~ in 1971 to 33 .21 . According to VD.fPU's estimates , t.1anagua ' s r 
population d i stribution pattern has not undergone any marked change since 
the 1975 c ensus . 

'l.'he deconcentration of the population }las achieved through a 
deliberate policy of freezing the isr.uance of new buUding pernd.t s in 
the old center of t~ city, shifting of infrastructure, control over 
the location of new housing developments , and encouraging private 
investment into new settlement zones . The evaluation also analyzed the 
private commercial sector, showing t hat , whereas ~rior to the earthquake 
80% of the total number of commerc i al establis~nts were located in 
or very close to the center of the city, since 1973 the majorit,V of 
t hes e activities have relocated to outlying commercial centers such as 
Linda Vista , Montoya , Bello Horizollte , Centro Comercial Managua, 
Nejapa , etc . During th~ period 1973-1977, the evaluation t eam 
cstimat~e that 148 building permdts valued at c$144 .5 million cordobas 
were is cued for construction of commcrcio.l fo.cilities around the 
periphery of the destroyed center . 

3 . !~lanning for Long- Range Reconstruction - Pre- earthquake plan
ning for cXllansion of services and facilities i n ~janagua did not 
include factors relating to seismic conditions of he sub-SOil, 
deconcentration or any limitations on geographic expansion. FollOWing 
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t.he earthquake of' 1972 , the CON deve1.op,ed an Immediate Action 
H('con~truction Plan ( PRAJ) .. hleh was to serve as a short .. range action 
(!Uit.lc for the r econstruction of Managua. In aq;:iition, the Vice 
Ministry of Urba.n Planning is preparing a Long~Range Master Plan for 
!·1anagul:L (pODU/r.1) which is expepte to be completed in July or August 
1980 . Preliminary indications are that this document will include 
:;ho1'1. , mcdiwn Md long-term approaches to optimal land use patterns 
based on s~i~ndc conditions, definition of urban support structure 
needed for population and the influence of social, economic, spatial 
ami administra.tive factors which influence urban development. The 
VLHPU has developed a spatial and organizational JOOdel. for use in 
identifyine studies needed for finalizing the plan . The Evaluation 
'l'Ctlltt did not ~valUl\tc the plan itself' as a guide for the long~term 
r chabilitation and development of Managua sinr.:e it . has not been 
convIcted and reviewed . 

II . 9EPErtuni ties 1',01' Lower Income Socia- Economic Groups - The 
(!)-aluation report is vague in analyzing exactly how the \U'ban poor 
have ben~fitted from projects carried out under the FHA!. It 
concludes that the poor have substantially benefitted from restoration 
of services , employment opportunities arising from reconstruction 
projects and tJre household water connections sub-project . This 
conclusion , while probably accurate and probably based upon the premise 
that benei'i t for the poor was only one of several objectives to 'Qe 
served tlU"ough this project, is put forward without specifying the 
number of pOOl' benefitted" where these persons are located , the number 
~/ho have becn benefitted from services as well as the numb~r who have 
bcen employed as a result of r econstruction sub-projects. The 
exception iG the water and sewer connee:tions project where the benefits 
Md bencficiaricG wcre casily quantifiea. in the project evalua.tion 
included in the larger program evaluation document. Clearly, more 
data ruld analysis is required describing the benefits which the poor 
havc received from the other aspects of the reconstruction program. 

5 . I'later Connections - The objective of the wa.ter connections 
::;ub-actb':ity was to provide potable water and sewerage services to 
the residents of low income barrios in Managua located between the 
by-pass road and tlY! proposed pista rural. Prior to initiation of 
the project families r esiding in these neighborhoods obtained their 
dOlnestic water supply from private wells, public hydrants, water 
sellers , etc. The evaluation report revie-wed the mechanism established 
to administer this activity, pointing out that a dual purpose control 
unit was establ i shed in Aguadora: one level wac responsib!e for 
::;oliciting and evaluating bidG , controlling and disbursing funds, 
preparing and presenting reports, and the lower level was charged with 
oUllcrvin lng construction . Aguo.dora originally estimated that 805 
i'a.milicl; would bc provided with potable wa.ter, 2,705 with sewage 
connections DJ1d 2,202 families with both water and sewage. In terms 
of actual accomplishments , the report estimates that 2,203 families 
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had received potable water ( 49~) and 2,238 famil1efl obtained sewage '\ 
{5 1~ ) connection~ at the end of October 1977, with a total benefitted 
populution of about 35,000 persons . Short- term benefits include 
reduction i n the WIIOW1t of family income de-voted to ..... ater consumption 
aI d L' cductionG in medical expenses previously associated with 
con~umption nnd r eductions in medical expenses previously associated 
' .. ith conzumption of unsafe drinking water . I n addition , the Team 
believe:; this activity contributed to improvement of the physical 
('nviromncnt of t '\Cce areas by reducing the need for a large number 
of latrines . 1\ survey of Reparto Schick and Open No . 2 carried out 
in ~1976 indicated that the price per Wlit of water to low income 
r e.::!ldents dropped by as llTIlch as 500:.t and water usage increased by 
300% 1n those houccc with newly instailed facilities . 

Initially ther e was concern that Jnost of the participants in 
t.lle proc;null would be renters who would be contributing to real improve
ments in the value of the O'..mers I property . The Evaluation Team 
zU l"veyed 500 participants in this activity and found that only 26 
flUnilies ",ere actually renting while the rest were property owners . 
Hhen nsked , ... hethel" rental payments had increased as a result of 
installa.tion of the new facilities, only 3 of these 26 renters 
responded i n the affil'mative . The principal conclusion of these 
:;ul'Vey:; is that 101 ... income fandlies have benefitted from the water 
connections program and that such benefits have exceeded costs . 
Survey:::; also indicate 0. further potential demand for these services 
"rhieh could be partially met through the use of other unuti? .. ized funds 
pl' c~ently ava.ilo.ble under Loan 029 to increase the number of connect
ions . The relatively low numbel' of renters among the beneficiaries, 
and the responses of non-beneficiary renters prompted the r ecommend
ati on that future promotion also be oriented toward convincing 
lruldlords of the bcnefit s of participation in the program. 

IV . Econolluc Impact of the- PRAI 

The evaluation report pOinte out that in the first two years 
following the earthquake the cost of materials rose by 74%, as a 
result of excess demal~, speculative practices , and factors external 
to the Nicaraguan economy. With capacity baving been built up and 
the demand for construction leveling off, the price index for 
construction materials remained roughly constant from 1974 through 
1977 . Although the evaluation team was not abJ.e to obtain estimates 
fo t' total anticipated construction during the 1978-1979 per iod when 
the bulk of PRAI conotruction will take place, information avaUable 
t;uegests t.ho.t thio will also be a period of relo.tive excess capacity . 
Thc teruu thcrefore concluded that the PMI construction should not 
be expected to place- inflationary strains on the economy. 

The team concluded that the PRAl construction, 1n the short 
term, is providing needed stimulus to the economy. In the medium 
and longer term they expect the investments , particularly in the 
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highways and the Subcenters and Di strict centers/ to provide the batls 
for a more efficient city. Transportation costs should be reduced 
fo r individuals , arxi bus ! nesses should benefit from the external 
-':-COIlOmi CS achieved through the et::tabl.iS~~t of center s of commercial 
and public service activity. 

V. EvaluatiYe Reconuncndations : 

1~e Evaluat ion report divides the activities being carried out 
under the PM! into different categor ies with a separate set of 
recommendations ~or each group . These are as follows: 

1 . Ehysical Construction - With egard to construction activities , 
the }o;vn.luatrioll Team noted that the different projects are in various 
phases of design and exe cution . The Bvaluation Team recommended that 
f or those projects which have not been compl eted the GON executing 
ugencies ~oncentrate on supervision , procurement of eqUipment and 
provision of training to facilitate operat ion of the sub- cE',nters, 
a. nd pr ovlde sufficient funds for timely p~ent of contractors. With 
r egard to supervision , both force account and contracted supervision 
show thp. need for improvement . With regard to the procurement or 
equipment , there is concern for the timel y acquisition of both the 
fixed eqUipment needed for the completion of the buildinBs and the 
mobilc equipment llccessury for the successful operation of the 
buildings . 'fhe fonnel' is the responsibility of the construction 
contractors , but the GON rust ensure that clearance hrough customs 
is facilitated . Acq\.l.i s ition of mobile equipment is the respons ibility 
of OCl nnd the uner agencies . Progress toward getting the user 
aeenc i es to focus on the need for action now has been very uneven , 
which demonstrates that insufficient priority is being placed on this 
critical activity . 

2 . Small Fnterprise Program - The l!.'valuation Report notes that 
thc FED has aJ.ready used 70% of the c$44 . 8 million a110cat~d to thi s 
program. If t he present rate of utilization is maintained, the funds 
would be totally disbursed by the end of 1978 (not including r eflows) . 
The EvoJ.uation 'l'eam r econonended that the GON (OCI) pr ovide the r equired 
funding t o FED so that progress of the program is not interupted by 
liquidity problems . 

,;. 3 . Land Purcha.se Fund - As of March 1978 , more than 5~ of the 
Lund Purcha.:;c F\md ha.d been used and land still remained to be 
acquired £or the Reparto Schi ck Health Center and for pending road 
project::; . The Rcport states that failure to purchase r ight of ways 
for thp. construction of these roads constitutes II a bot.tleneck to the 
exccution of thcce progrmns" and recormnends th{).t the COMINAG start 
nCBotio.tions for the lund r equired to stnrt these act ivities. 
(Note: pl'ogress has been made since the evalua.t ion report was prepared). 
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II , l!!.rplcroc:n t nUon ASllistnncc Fund - About ~ of the funds '\ 
uv ilable f dr ~his activity have been used to finance five consultant 
studieo , assistance for the Office of Coordination a,d Implementation 
(OCr) and t he Inter- Agency Commit.tee (COrUNAG), ana. meAE Advisory 
Ils::;i:;tal!'':~ to the GOfL The Evaluation Report recommends that the 
consultant:; ' r eports such as the Nanagua T ansportation ~tudy, the 
Elcctr lce.J Vj stT ibution study and the nid~o -Ceologlcal St udy be 
r elea.sed to the ]yJ.blic and private sectorR . The Report reconnnends 
that the v!HrU evaluate the cO;lsultant's report on the six cities 
comprising the ~letropolitan system and also release the other studies 
to public sector agencies apd t ee general public. 

VT . AID Action: 

'I'he o.ttached Evaluation Report was Nviewed by the Inter-Agency 
Coordinating Committee (CmU NAG) prior to heing forwarded to USAID/N 
for eppr oval . Since the document was prepared a.1mo::::t entirely by 
the VUfPJJ with guidance from USAID/N, and is co'nsistent with the 
requirements set i'orth in Impl ementation Letter NO .1, We recommend 
thnt the Evaluation Report be approved . All of the action recommend
ations are assigned to CON executing agencies. U3AID/N follow-up 
actions are only requ1.red to the extent of verifying whether the 
evaluative rcco~nendations were acceptable to the CON and that 
appropriate GON act i on is taken. 

Cleared by: IIUD :ADenjamin(in draft) 
CONT:ADSchantz(in draft) 
ENG : Jllabron( in draft) 
n!DIR :IIGHilkinson( in draft) 

Approved hy : DIR : OSidman(in draft) 
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