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The assistarce provided to Nicaragua following the
earthquake in December 1972 could have been more effective had
all projects been completed on time and had the Nicaraguan
Government provide¢ adequate maintenance of projects -rter they
were completedé. Findings/Conclusions: The assistancsz greatly
uelped in taking care of immediate needs and resteoring public
services and facilities., Many of the Las Americas housirg units,
constructed in May 1973 still lack indoor bathroom facilities,
however, and the reconstructicn of some publin facilities is 2
vears behird schedule. Recommcndations: The Administrator or
the Agency for International Development shculd stress to the
Nicaraguan Governzent the need to complete the hcusing and
reconstruction programs in *he shortest possible time and, in
considering future levels of assistance tc the Nicaraqguan
Government, take into account the manner in which facilities
previously financed by the Agency are msainvained. The SeCretary
of the Treasurv should iniors U.S. representatives to
international organizations that they should cavrefully consider
the maintenance performance of “he Nicaraguan Government in
voting on future assistance programs. The Secretaries of State
and the Tiz2asury and the Adainistrator of the Agency for
International Development should seek to formalize coordination
so that complete and current informatiorn on the progress of
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Nicaragua--An Assessment Of
tarthquake Relief And
Reconstruction Assistance

In December 1972, Managua was struck by a
devastating earthquake that leveled about half
the city, killed 10,000 and injured 20,000
people, destroyed over 40,000 homes, and
left over 160,000 people homeless. To assist
in the relief and reconstruction of Managua,
the Acency ‘or International Development
and the international financiai institutions
provided assistance of about $143 million,

The assistance reatQ/ helped in taking care of
immediate needs an restoring public services
and facilities. It could have been more effec-
tive had some programs been completed on
time and adequate provision been made for
maintaining the facilities constructed, Many
of the Las Amiericas housing units constructed
tn May 1973 still lack indoor bathroom facili-
ties, and the reconstruction of sorne public
facilities is two years behind schedule. To
g)eed up development, the Agency Mission in

ctober 1976 assigned additional personnel
to the programs.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20348

B-169521(.,02)

To the Chairman 2nd

Ranking Minority Member
Subcommittee on Foreign Assistance
Committee on Foreign Relations
United States Senate

In respoiise to your joint request of June 4, 1976, we
have reviewed earthquake relief and reconstruction assistance
provided to Nicaragua by the igency for International Devel-
opment and the international financial institutions with
which the United States is affiliated. As requested vy your
offices, formal agency comments were not obtained.

We invite ycur attention to the fact that the report
makes recommendations to several agencies. As you are aware,
section 236 of the Legislative Reorganization Act of 1970 re-
guires heads of Federal agencies to submit statements concern-
ing the actions they have taken on our recommendations to the
House Committee on Government Operations and the Senate Com-
mit.ee on Governmental Affairs not more than 60 days after the
date of the report und to the House and Senate Committees on
Appropriations with the agency's first request for appropria-
tions made more than 60 days after the date of the report. We
will be in touch with your office in the near future to ar-
range for release of the report so that the requirerents of
section 236 can be set in motion.

We wish to acknowledge the cooperation extended to our
cstaff by the Agency for Inte.,uaational Development and the
international financial institutions.

Zoo A Mt

Comptroller General
of the United States



REPORT OF 'THE NICARAGUA--AN ASSESSMENT
COMPTROLLER GENERAL OF EARTHQUAKE RELIEF AND
OF THE UNITED STATES RECONSTRUCTION ASSISTANCE

To assist in the relief and reconstruction

of downtown Managua--capital city of Nicar:-
gua--almost totally destroyed by an earth-
quake in December 1972, the United States and
the internatioral financial institutions >»ro-
vided about $143 million in grant and loan
assistance.

This assistance helped to

--alleviate immediate hardships of hundreds
of thousands of people;

--strengthen Nicaraguan planning and imple-
menting agencies; and

--establish a new less concentrated, safer
Managua.

However, tha assistance could have been more
effective had all projects been completed on
time and had the Nicaraguan Govarnment pro-

vided adequate maintenance of projects after
they were ccmpleted. There was need also for
improved health and safety conditions at the
Las Americas housing project financed by the
Agency for International Development and for
improved coordination of assistance programs.

GAQ recommends that the Administrator of the
Agency for International Development:

--Stress to the Nicaraguan Government the need
to complete the housing and reconstruction
programs in the shortest nossible time con-
sistent with efficiency and economy so that
the hardships that resulted from the earth-
quake can be finally -alleviated. (See
pP. 30 and 48.)

-=-In considering future level~: of assistance
to the Wicaraguan Government, take into
account the manner in which facilities

Iear . Upon removal, the report i ID~-77-25
cover 1iate sicuid be noted hereon,



previously financed by the Agency are main-
tained. GAO also recommends that the Agency's
Mission Director inform the Nicaraguan Govern-
ment that the adequacy of the maintenance of
facilities wiil be considered in establishing
future levels of assistance. 1In this connec-
tion, the need for adequate maintenance and
sanitary and safety conditions at the Las Amer-
cas project should be stressed. (See pp. 20
and 49.)

GAOC further recommends that:

~-The Secretary of the Treasury inform the U.S.
representatives to internatioial organizations
that they should carefully consider the main-
tenance performance of the Nicaraguan Govern-
ment in voting on future assistance programs.
(See p. 20.)

--The Secretaries of State and the Treasury and
the Administrator of the Agency for Interna-
tional Development seek to formalize coordina-
tion so that complete and current information
on the progress of planned and ongoing projects
is availakle to the Agency for International
Development and the other donors. (See p. 30.)

The 1972 earthquake killed 10,000 and injured
20,000 people in downtown Managua and destroyed
40,000 to 50,000 housing units :ccupied by
160,G00 to 250,000 people, 1,650 hospital beas,
ard 1,100 class:ooms. The destruction had been
estimated at between $300 million and $860 mil-
lion.

In the beginning the United States provided

about $12.5 million in grant assistance, which
included $3 million to construct 11,000 housing
units called Las Americas. The Organization

of Am2rican States provided $300,000 for the
housirg units. The assistance was only marginaily
successful because after the units were completed,
only 3t to 50 percent were wccupied during the
first 6 mornths, and most of the funds provided

by the Organization of American States were used
for projects not related to the earthquake.

(See p. 47.)
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To upgrade the Las Americas units, which had

no individual water and sewage connections,

and to construct additional units, ths Agency
for International Development provided $15
million in loan assistance. The improvemernits
have been proceeding so slowly tha:t scme oc-
cupants have been living in substandard housing
for over 3 years. Also, if the project 1s not
te become a slum and injurious to its occupants,
maintenance and health, sanitary, and safety
conditions must be improved. (See p. 47.)

To improve Nicaraguan planning and implementing
capabilities, the Agency for International Devel-
opment and the international financial institu-
tions wrovided $4 million in grant technical as-
sistance, with the Agercy for International De-
velopment providing an additional $3 million in
loan assistance as part of relief and reconstruc-
tion loan assistance. The technical assistance
helped to plan a massive program of relief and
reconstruction assistance, but probably could
have been more useful had all of it been pro-
vided on a timely basis and had recipient Ni-
caraguan organizations more efectively coordin-
ated their activities. (See ch. 2.)

During the first 6 months after the earthquake,
the Agency for International Development, the
Worid Bank, and the Inter-American Development
Bark agreed to provide concessionary loans
totaiing $57 million to help restore essential
public facilities and services. Rubble from
destroyed buildings was cleared away, hospitals
and classrooms were built to replace those des-
troyed, and telecommunications and other facili-
ties were restored. Thi. assistance could have
been more effective if some programs had been
completed on time and if adegquate provision had
been made for maintaining the public facilities.
Fol1 instance, one hospital was completed a year
later than originally planned, the Nicaraguan
Government was 2 years iate in submitting a
school maintenance plan, and some housing units
financed by the World Bank were cnly nearing
completion over 3 years later. (See ch. 3.)

To h=2lp construct public facilities to support
a new decentralized Managua, the Agency for
International Development is providing $30
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million in loan funds and the Central American
Bank for Economic Integration about $5 million.
The program started over 2 years ago and is pro-
ceeding very slowly. Delays of up to 2 vears
are being predicted, pPrincipally because of the
(1) lack of effactive guidance and coordinat*ion
between the Government of Nicaragua planning

and eracuting agencies ang (2) long delays in-
curred between the submission of pians and pro-
jects te the Agency for Tnternational Develcpment
and tbeir aporoval. 1In recognition of thisg
probiem, the Mission in October 1976 devoted
additional efforts to the Program in an attempt
to speed up the completion of the project.

(See ch. 4.)

The Mission and representatives from the in--
ternational financial institutions hold monthly
informal meetings, but GAO believes a2 more
formal coordination mechanism is needed. Serv-
eral Agency for International Development re-
construction programs are directly related to
those being financed or planned by other donors.
(See ch. 4.)

GAO's review was made upon a joint request by
the Chairman and the Ranking Minority Member ,
Senate Subcommittee on Foreign Assistance. At
the request of the office of the Committee, GAO
did not ask the agencies for formal written com-
ments on this report., GAO did however obtain
written Mission comments while in the country
and included them where appropriate,
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CHAPTER 1

INTRODUCTION

On December 23, 1972, Managua waz struck oy the most
devastating earthquake since 1931, which killed 10,000 and
injured 20,000 pecple and destroyed c- severely damaged al-
mos* &all government offices, the important financial center,
and the entire commercial ser~-ion, including about 2,500
small-scale manufacturing and retail trading firms. The
destruction has been estimated at between $300 million and
$860 million, including between 40,000 and 50,000 housing
units occupied by an estimated 160,000 to 250,000 people,
four hospitals with a total of 1,650 beds, about 4.3 million
square feet of commercial buildings and warehonses, and 1,160
classrooms.

To assist in the immediate relief and recovery, the
United States and the international financial institutions
have provided about $143 million in assistance. In Juna
1976 the Chairman and the Ranking Minority Menber of the
Subcommittee on Foreign Assistance, Senate Committee on For-
eign Relations, requested that we make a comprehensive review
of Nicaraguan disaster relief and reconstruction programs
funded by the United States and international financial in-
stitutions with which the United States is affiliated. (See
app. I.)

BACKGROUND

Nicaragua is the largest of the Central American re-
pupnlics. It extends from the Atlantic coast to the Pacific
coast, and contains an area of about 50,000 square niles,
roughly the size of Iowa.

The country has an estimated 2.3 million inhabitants,
450,000 of them in Managua, and is growing at an annual rate
of 2.8 percent. It has a popvlation density of about 37
persons per square mile as compared to about 59 person
per square mile in the United States.

The per capita gross national product rose from zsout
$347 in 1969 to $670 in 1974. This compares to the .atin
American high for 1974 of $1,970 in Venezuela ard a low of
$170 in Haiti. However, the Embassy noted that _{he maldis-
tribution of income is pronounced, with half the population
earning an average per capita ircome of $120, and the rest
an average of nearly 31,300.

The gross domestic product nrior to the earthquake was
about $724 million and was increasing at ¢ ra.e of about
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4.6 percent but dropped to 1.7 percent. However, in 1974

as a result of the favorable situation in the agricultural
sector and the great impetus of the reconstruction projects,
the growth rate increased to 12.8 percent in real terms,

In 1975 the rate dropped to 4.2 percent, but for 1976 a real
growth rate of 6.5 percent is expected based primarily on
the favorable agricultural situation. Sharply higher prices
for coffee and cotton, together with higher volumes of meat
and sugar exports contributed to increased economic growth.

Employment and production

About 46 percent of the labor fcrce is employed in
agriculture and its output constitutes about 25 percent of
the gross domestic product. Corn, rice, beans, and milk
are cultivated largely for domestic needs and cotton, coffee,
sugarcane, and meat are export commodities. Trade and finance
employ only about ' percent of the labor force but contribute
about 22 percent to the gross domestic prcduct. Manufacturing
empluys about 13 percent of the labor force and contributes
about 18 percent to the gross domesti_: product.

Debt management, revenue,
and expenditures

The Agency for Internationai Develovrment (AID) and the
international agencies have expressed concern that Nicaragua's
existing and projected external debts will impose a heavy
burden on its economy. AID noted that Nicaragua's 1975 annual
debt-servicing requirements totaled $69.3 million, or 15.2
percent of exports, and that the projected 1979 total is about
$140 million, or 21.5 percent of exports. Part of this large
debt resulted from borrowings by the jovernment from commer-
cial banks abroad, which according to a U.S. official leacked
economic rationale.

Nicaraguan revenues from direct and incdirect taxes in-
creased from about $119 million in 1973 to about $165 million
in 1974, mainly due to emergency taxes imposed shortly after
the earthquake. 1In 1975 a new tax law rescinded the emergency
tax and added a new prcgressive tax which resulted in about
the same revenue as for 1974, This, however, was approxi-
mately $17 million less than budgeted because of the poor per-
formance of the economy.

In 1973 and 1974, total revenues e¢xceeded total expen-
ditures by about $45 million. 1In 1975, however, there was
a deficit of $110 million, and for 1976 a deficit of abort
$97 million has been predicted. The deficit largely results



from the unexpectedly low tax revenues caused by the graating
of income tax exemptions to promote industrial development.

AlD noted that future tax reforms are not currently
known to be under discussion but that the need for increased
revenu=s or reduced expenditures will become more obvious as
tne Nicaraguan S5-year plan draws to a close in 1979.

Balance of trade and payments

Nicaragua's major exXport market is the Unitecd States,
and approximately one-third of its imports come from the
United States. 1In the years following the ear thquake,
Nicaragua's trade deficit ranged from $49 million to $18)
million. However, it is estimated that in 1976 Nicaragua
will have a trade surplus of $29 million, with exports
totaling $499 million and imports totaling $470 million.
This expected trade surplus will be offset by an $82 mil-
iion negative balance of services, or a total trade and
gervice deficic of §53 million. However, net capital
inflows of about $78 million will result in a $25 million
ircrease in international reserve in 197s.

AID ANC INTERNATIONAL
AGENCIES' ASSISTANCE

From fiscal years 1970 to 1972, the level of external
assistance provided by AID and the international agencies
amounted to about $154 million, including about $21 million
from AID. Between fiscal years 1973 and 1976, total assis-
tance providsd was about $237 million, with AID providing
approximately $120 wmillion. Commercial bank loans increased
during this period from about $88 million to $254 million.

AID assistance afte: the earthquake consisted of loans
and grants totaling about $95 million for earthquake rzlief
and reconstruction and about $25 million for rural develop-
ment, health, population, and special studies. International
ageéncy grant and loan assistance for earthquake relief ang
reconstruction amounted to about $48 million. (See app. II
for details on earthquake loan assistance.)

SCOPE OF REVIEW

Our review was conducted in Washington and in Nicaragua.
We reviewed selected aspects of the planning, programing,
site acquisition, and maintenance of AID-financed projects.
We visited ard examined relief and reconstruction projects
financed by AID and the international financial institutions



and talked with officials of these organizations and Nicara-
guan agencies. We did not, however, because of the passage of
time, look into immediate relief assistance, such as caring
for the injured and feeding the hcmeless.

MAP OF MANAGUA

The following map shows the area of Managua that was
destroyed and the expansion of the city since the earthquake.
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CHAPTER 2

EFFECTIVENESS OF TECHNICAL

ASSISTANCE ON NICARAGUAN PLANNING

AND IMPLEMENTING CAPABILITIES

AID and the international agencies have provided or
programed more than $7 million in technical assistance and
support to assist Nicaraguan Government organizations in
pPlanning and irplementing reconstruction. This assistance
helped to strengthen existing organizations and to create
new ones to plan, coordinate, and execute a massive program
of reconstruction activities. The assistance could nave
been more useful had all of it been provided on a timely
basis and had recipient Nicaraguan organizations more ef-
fectively coordinated their activities. Better use of
technical assistance might have prevented delays in com-
Pleting and implementing AID relief and reconstructisn as-
sistance.

TECHNICAL ASSISTANCE PROVIDED

The Nicaraguan agencies callad upon to plan and imple-
ment the massive program of reconstruction and developnent of
Managua (see app. III) werz ccusidered small and, at best,
only adequate. To bolster their capabilities, AID, the U.N,
Development Program, and the Organization of American States
agreed to undertake a massive progyram of foreign techincal
assistanc2. Technical assistance was also provided by the
Inter-American Developmeni Bank and some foreign countries.

This assistance, some of which was still continuing
as of November 1976, consisted of grants and loans for
special studies, hiring of foreign experts, and direct
support of Nicaraguan agencies and personnel.

Agency for Internztional Development

Under a ¢runt assistance agreement, as revised in June
1675, AID provided approximately 170 staff-months of techni-
cal advisory services, at a cost of $1,034,000. <+he assis-
tance was provided to the Vice Ministry of Urban Planning
and the Ministries of Labor, National District, and Finance
for systems analysis, municipal tax collection, urban plan-
ning, antiseismic construction, human resources development,
and traffic engineering.



In March 1976 the grant program was increased by $515,000
to $1,649,000 to provide approximately 107 staff-months of
technical assistance with emphasis shifting from planning
agsistance to implementation assistance of approved recon-
struction plans.

AID, in December 1976, stated that the program firanced
6 long-term advisors and 12 short-term advisors for 2 weeks
to 6 months. The advisors included urban planners, archi-
tects, structural engineers, an appraisal specialist, urban
economists, and sociologists.

AID also, as part of its relief and reconstruction loans,
committed $3,121,000 for technical assistance and support,
some of which financed Nicaraguan contracts with the Central
American Institute for Business Administration. Under one
of these earlie:r contracts, the Tnstitute assisted the Nicara-
guan Government in formulating a general strategy for recon-
s*tustion and dcvelonment.

U.N. Development Program

The U.N. technical assistance program of $1.5 million
is being carried out in cooperation with AID and the Organiza-
ion of Amecrican States, In August 1973 a U.N. official made
a comprehznsive survey of technical assistance requirements
in Managua and proposed that financing for the assistance
be shared by the U.N. Development Program, the Organization
of American States, ané AID.

The two main U.N. programs provided technical assistance
Zor vocational trainirng in the construction industry and
planning experts for the Vice Ministry of Urban Planning.
Vocational training assistance, completed in September 976,
involved four long-term experts and a few consultants for
3 or 4 months. The Vice Ministry of Urban Planning was
Frovided with eight experts whose employment ranged from
¢ months to 2-1/2 years. Assistance in this area was com-
pPleted by December 1976. Other projects received assistance
from nine other experts.

Organization of American States

About $500,000 was allocated through the Crganization's
country and regional prougrams for such projects as seismic
risks and related construction standards, regional planning
and budgeting and assistance to the Vice Ministry of Urhan
Planninj. As of November 1976, most of the activities had
been completed.



Initially, the Organization of American States served as
a focal point for coordinating the technical assistance among
the various international agencies and helped to plan joint
technical assistance to the Vice Ministry of Urban Planning.

Inter-American Development Bank

In about June 1973, the Bank agreed to provide $394,000
to the National Planning Office and two autonomous agencies
to implement its reconstruction infrastructure loan. The
assistance to the National Planning Office financed the
services of U.N. experts in operational ané development
planning.

ACCOMPLISHMENTS AND PROBLEMS

An AID consultant in June 1975 stated the technical
assistance program has succeeded in substantially revising
and improving reconstruction planning, particulairly in
integrating the different efforts of the Vice Ministry of
Urban Planning and in producing the Immediate Action Re-
construction Program. This document, as the consultant
states, provides a first effort to effect ~ly convert
general planning perspectives into specific programs and
program actions. In the past, the lack of such program
specifications and guidance has been a serious weakness in
reconstruction planning. A report prepared by consultants
in March 1976 stated that the technical assistance program
generally has been remarkably effective. However short-
comings or problems in the technical assistance programs
have been pointed out. For example:

--A consuitant in June 1975 stated that planning
improvements have not removed all confusions and
inefficiencies in planning and that coordination of
planning, implementation, and operations among
public service agencies still is a major problem.

He also noted that continued U.N. delay in providing
an infrastructure engineer will prove costly to the
program.

--AID officials in Sa2ptember 1975 and March 197¢
stated that significant delays have occuorred :n
recruiting experts to be provided by the .inte.na-
tional agencies. The U.N. Development Program has
been able to provide only seven of the nine long-
term advisors originally programed.

--The consultant report of March 1976 stated that
some foreign technical advisors have had difficulty
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in fitting their work experiences into the operaticnal
needs of the agencies they were advising.

-=An official of the Vice Ministry of Urban Planning
said in November 1976 that too many technical advisors
were provided during the same time, so they were not
used to the fullest capacity.

CONCLUSIONS

We believe that technical assistance helped the Nicara-
guan Government to plan and implcment a massive program of
relief and reconstruction. Delays have been encountered in
implementing and completing some recons “tion programs,
which may be attribucable in part to & problems in pro-
viding technical assistance.

Whether the technical assistance effectively strengthened
the abilities of Nicaraguan agencins to perform future tasks
without external funds and experts cannot be evaluated until
the major reconstruction program is completed and the foreign
experts have departed.
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CHAPTER 3

EMERGENCY PROGRAMS OF

RECONSTRUCTION ASSISTANCE

Shortly after the earthquake, the United States, the
World Bank, and the Inter-American Development Bank, entered
into concessional loan agreements to help restore and recon-
struct public services and facilities, and support the Govern-
ment of Nicaragua's employment and budgetary programs. In Feb-
ruary 1973 AID provided about $2C million in loan assistance.
And, ir. June the Inter-American Development Bank and the World
Bank provided about $17 million and $20 million, respectively.
(See app. II.)

In reviewing some of the programs, we noted that the
assistance could have been more effective had the programs
been completed on time and adequate provisions made for
maintaining the public facilities constructedg.

AID PROGRAM ASSISTANCE

About 6 eeks after the earthquake, AID entered into
an agreement with the Nicaraguan Government to provide $15
million in emergency c.ssistance on concessionary terms. The
loan was to help cover an expectedly large budget deficit
resulting from substantial reducticns in revenues and new
spending requirements, both attributable to the earthquake.
Public works activities which lena themselves to relatively
swift implementation were selected, and support was provided
to AID projects implemented or programed prior to the earth-
quake to accelerate their completion.

The program loan materially assisted the Nicaraguan
Government in its immediate relief and restoration efforts.
However, the program deviated somewhat from its original
purpose of immediate response by the extension of ho:pital
construction more fthan 1 year beyond its scheduled comple-
tion date. Also, provision for maintenance and fire protec-
tion at some of the hospitals appears to be inadequate.

Activities financed

The $15 million lo2an agre~ment was signed on February
9, 1973, and originally provided for a final disbursement
date of June 30, 1974. This date was extended four times
to the final date of March 31, 1976.
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The final loain report, dated in July 1976, showed the
following activities financed under the loan.

Demolition and rubble remcval $4,327,902
Hospitals and associated buildings 4,608,066
Hospital equipment 784,416
Restoration of major drainage channels 1,465,932
Counterpart funds for prior loans 1,742,693
Technical assistance 973,939
Repuir and construction of public buildings 677,216
Road construction 381,316
Deobligated ___38,520

Total $15,000,000

The agreemer. allowed the use of up to $3.9 million
for financing Nicaiaguan counterpart requirements for three
ongoing and one concurrent AID loans for rural electrification,
highways, education, and feasibility studies. However, in
December 1973, as its revenues improved, the government re-
assumed its responsibility for loan counterpart requirements.

Demolition and rubble removal

The program was carried out by the civilian reconstruc-
tion corps, which was created in January 1973 as an agency
of the Ministrv cof Public Works, and by 16 private contractors.
The civilian reconstruction corps completed salvage operations
in December 1973 and employed 3,500 people at its height. The
cost of the program was originally estimated at about $2.1 mil-
lion, but in January 1974 the estimate was revised to about
$1.2 million. AID noted in February 1974 that the savings
in this activity would be used to expand Velez Paiz Hospital
and other projects.

The demolition of 336 buildings and rubble removal in
the destroyed area was carried out by both local and U.S.
contractors. The work was conm)leted by Juiie 1974 and cost
$2,145,000, about $30,000 more than the criginal estimate.
The demolition of buildings destroyed or damaged beyond
economical repair and the removal of the rubble provided
employment for nany people and removed hazardosus conditions.
However, all damaged buildings were not demolished; and the
center of the city, as shown in the following picture, still
has somewhat the appearance of . aving been involved in an air
raid, although the earthquake happened 4 years ago.
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Officials of the Vice Ministry of Urban Planning said
that a court order prevented the demolition of the buildings.
However, it provided that if the buildings were not repaired,
the owners would have to pay for their demolition and subse-
quent removal. The Vice Ministry, through public notices, in
late 1976 was requesting the owners to repair or demolish the
buildings; otherwise the buildings will be removed by the gov-
ernment.

Hospital construction

The cons*ruction and equipping of two new hospitals and
the renovation, extension, and equipping of an existing
building helped to restore about 825 of the approximately
1,650 hosptital beds lost as a result of the earthquake.
Benefits from the program, however , were not fully realized
until November 1976 because of construction and equipment
delays.

The Velez Paiz Hospital, constructed as a cancer hospi-
tal, was not equipped or used as a hospital but was used as
a nursery school. After the earthquake, it was expanded and
renovated during three separate phases by the Ministry of
Public Works. The first expansion started in February 1973
and was essentially completed in June 1973. Hospital oper-
ations began in May 1973, just before the start of the rainy
season, when 600 hospital patients living in tents were
moved into any available space. The second expansion began
in July 1974 and was completed in December 1974. The final
expansion began in March 1975 and was essentially completed
by the contract termination date of March 31, 1976. How-
ever , the maternity section was not equipped to open until
November 1976.

Delays during the final phase, according to AID,
resulted from the inability of the Nicaraguan Government to
provide an experienced hospital planner, develop architec-
tural and engineering plans, and finance necessary equipment.
AID in December 1975 agreed to authorize $350,000 in loan
funds for specialized medical and hospital equipment although
the original agreemant called fcr only fixed equipment, such
as kitcnen and laundry equipment.

The Occidental and Oriental Hospitals, serving the
western and eastern sections of the city, are of identical
design, and each has a capacity of 250 beds. They were
designed as full service hospitals; however, the Oriental
is designated as an emergency hospital and the Occidental
as a specialty hospital. Patients receiving treatment at
the Criental will generally compiete their hospitalization
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there uvnless they require specialized care available only
at the Occidental.

Constructicn contracts were signed in May 1973 with
an estimated completion date of February 1974. The Oriental
Hospital was completed in June 1974 and the Occidental
Hospital in March 197s5. Construction was delayed by a
month-long general labor strike, numerous Nicaraguan change
orders modifying the building design and providing for
construction of a warehouse/repair facility at each location,
investigation of a possible earthquake fault on the site,
heavy rains, and the financial insolvency of the contractor.

Inadequate maintenance and safety equipment

In discussions with AID and Nicaraguan officials as
well as in our visits to the three hospitals, we noted an
overall maintenance and safety problem. Fro: instance, we
were told thet equipment at the Oriental and Velez Paiz
Hospitals was being used improperly because operat.ing manuals
in English were not translated into Spanish. At the Velez
Paiz Hospital, water leaks were causing damage to the hos-~
pital's interior. Large standing pools of water on the lawn
adjacent to the Occidental Hospital were caused by a broken
spinkler syctem, and the administrator of the hospital agreed
that something had to be done because these pools were poten-
tial breeding places for mosquitoes. We were also told at
the Occidental that its repair facility lacked adequate power.

We noted the lack of fire Protection at the Valez Paiz
Hospital and the need for fire extinguishers at the
Occidental Hospital. None of the hospital buildings are
protected from lightning. 1In several instances, safety
panels have been remcved from electrically operated equip-
ment, exposing personnel to electrical shock hazards. In
addition, personnel were exposed to the danger of being
burned ty uninsulated steam lines in the laundry.

The Mission said that it was aware of most of the
maintenance shortcomings and has and will continue to take
action and that:

--Before the Oriental Hospital was completed in June
1974 every possible influence was exerted to have
the Nicaraguan Government obtain operation, main-
tenance, and spare parts manuals for all eguipment.
Payments on installed equipment were suspended for
almost 2 months and the dranuals were eventually
obtained by the government.
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--The director and administrator of each hospital has
been continuously cautioned about the importance of
maintenance and safe operation of equipment. A
World Health Organization hospital maintenance
engineer tried for almost a year to instruct the
personnel of all hospitals in correct operation and
maintenance procedures. The Mission secured a Peace
Corps engineer foix 3 weeks to instruct hospital per-
sonnel in boiler operation and maintenance and has
requested his services again.

--It was instrumental in obtaining a retired hospital
director from the International Executives Corps. He
is expected to arrive in Nicaragua soon to help operate
the three AID-financed hospitals.

--The AID health-sector loan allocates $400,000 to
build and equip a national hospital maintenance
facility and $100,000 for related technical
assistance.

The Mission told us before our depatture from Nicaragua
that the water leaks have been corrected, the inadequate
power at the repair shop can be easily remedied, and fire
extinguishers have been installed in the Occidental Hospital.
The firefighving capability at the Velez Paiz Hospital is
admittedly deficient, and the Nicaraguan agency responsible
for enforcing the fire code has been requested to investigate
and correct the deficiency. The Mission believes the cost
of $15,000 per hospital of installing lightning protective
systems is not justified hecause of the minimal risk involved.

AID EDUCATIONAL ASSISTANCE

The earthguake destroyed or damaged approximately 1,100
of about 1,700 classrooms in Managua. To assist in restoring
these classrooms and to provide scme technical assistance,
equipment, and books, AID agreed in February 1973 to provide
concessionary loan funds of $5.3 million (loan 027). Also,
approximately $1.4 million of the Nicaraguan contribution of
about $5.8 million for the project was provided from AID's
program loan funds (loar 028).

The erection of temporary classrooms allowed the schools
to open in June 1973, enabling 17,000 studeals to continue
their education with a loss of only 12 weeks. However, the
full t.nefits of the program were not achieved as soon as
they could have been due to long delays in erecting and
equipping some of the permanent classrooms financed by
AID. Some units only became ready for occupancy in late
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1976. Also, continuing lack of adequate provision :or
maintenance by the Nicaraguan Government will result in the
deterioration of the facilities.

The Nicaraguan Government used the $1.4 millicn of
AID's program loan funds for 244 temporary classrooms, text-
books, and technical assistance. By June 1973, 207 of these
classrooms were erected and the rest were completed by
September. As the permanent classrooms became available,
many of the temporary buildings were relocated to rural
areas. The AID funds also helped the Ministry of Education
to establish a project implementation unit to administer
educational assistance. In 1974 the unit was completely
supported by the Ministry of Education and unit responsibil-
ities now include coordination of AID, World Bank, and U.N.
aducation aszsistance.

Undue delays

Between June and December 1973, under AID loan 027,
a total of 834 prefabricated classrooms, 384 from a
Nicaraguan firm and 450 froem a U.S. firm, were contracted
for and delivered. All the units, however, were not promptly
erected and 115 were only nearing completion in November
1976--3~1/2 years later. The principal reason for the
delay, according to AID, was in obtaining land and securing
land titles, and bids for the final phase were not opened
until May 1976.

Some schools, however, are not fully equipped due to
the failure of the Ministry of Education to enforce its
supplier contracts. As cf November 1976, at least 15 per-
cent of the U.S.-contracted equipment had yet to be
received. Similar problems have been experienced with
non-U.S. suppliers.

The Mission said that the Ministry of Education did
not call in the performance bonds because it felt that
canceling the contracts and seeking new bids would cause
greater delays. Also, some items were held in the
transportation warehouse because the Ministry of Education
was in arrears in its payment to an airline on a matter not
connected with the AID-financed loan. With the advent of
a new Minister of Education in mid-1976, steps were taken
to solve the problem.
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Inadequate provision for maintenance

The loan agreement provides that the Nicaraguan Govern-
ment must provide a satisfactory maintenance plan to AID
and budget $200,000 for maintenance during the life of the
project. The maintenance plan was due within 1 year of the
first disbursement in September 1973; but it was not until
September 1976 that a draft plan was submitted, and mainte-
nance apparently was not adequately provided for.

As a result, in October 1976 AID agreed to a Nicaraguan
request to allow approximately $64,000 of Nicaraguan—-owned
counterpart funds to be used for the maintenance of schools.
AID stated to the Minister of Finance that in the future
the Nicaraguan budget should include adequate funds to main-
tain the AID-financed schools. The maintenance problem may
result from the fact that the Ministry of Education is
responsible for the construction of the buildings but the
Ministry of Public Works is responsible for their mainterance.

In Nove. r 1976 the Mission stated that on several
occasions it hud brought to the attention of the Ministry
of Education the requirement for a comprehensive maintenance
plan. Also, the Mission said a lecter to the Ministry was
being prepared to provide guidance on a time-phased implement-
ation schedule which would serve to insure adequate attention
being devoted to the continuous maintenance program.

WORLD BANK 1MMEDIATE
RECONSTRUCTION ASSISTANCE

In May 1973, the Directors of the World Bank approved
an International Development Association loan for $20 mil-
lion to provide

--$8 million for sites and services housing projects,
including community facilities in Managua and
secondary cities;

--$2.5 million for industrial sites and services
in secondary cities to help provide jobs for
low-income persons;

--$2 million for the construction of four temporary
secondary schools, two permanent multilateral
secondary schools, and one permanent technical
institute, to replace classrooms destroyed by the
earthquake;



--$2.5 million to repair and rehabilitate existing
water supply installations; and

-=$5 million to repair and rehabilitate existing
electric power installations, extend the distribu-
tion network, and fund the power company's 1973-74
work program.

The World Bank does not have a resident representative
in Nicaragua. World Bank officials in Washington in
September 1976 stated that the project is generally going
vell but there are some problems. In Managua, the sites
and se:rvices housing and education construction is moving
slower than the Bank would like to see. Outside of Managua,
the power, water, and sites and services projects are
progressing more rapidly probably because of their physical
location and better local administration.

As of Octcber 1976, $15 million ol the loan had been
disbursed, and according to Treasury officials responsible
for U.S. participation in international organizations, the
loan is being disLursed in a normal manner.

INTER-AMERICAN DEVELOPMENT BANK
EMERGENCY LOAN

In April 1973, the Bank approved a $16.7 million emer-
gency loan to assist in financing

--telecommunications ($1.7 million) to repair or
replace destroyed buildings and equipment,

--universities ($1.2 million) to provide temporary
facilities for the Central American University
and the National University,

--small and medium industry credit ($4.5 million)
to provide credits to facilitate the recon:ctruc-
tion or reinitiation of operations of small and
medium enterprises that were affected by the
earthquake,

--rural credit ($6 million) to provide new
areas of operation to help the country become
self-sufficient in food and provide employment
away from urban centers, and

--construction and buiiding materials credits

($7 million) to help industry meet the demands
caused by the earthquake.
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The loan provided for financing about 82 percent of a
total program of approximately $20.4 million. 1In September
1976, Treasury officials stated that the loan was being
disbursed at a reasonable rate, and in October 1976 the
Inter-American Development Bank representative in Nicaragua
told us there were no major problems with the loan although
a few subprograms had been canceled. The loan was 92 percent
disbursed by the end of October 1976.

CONCLUSJONS

During the first 6 months after the earthquake, the
Nicaraguan Government entered into concessionary loan agree-
ments totaling about $57 million with AID, the World Bank,
and the Inter-American Development Bank. This assistance,
which amounted to about $25 for each citizen, was essentially
justified on the basis of providing immediate reconstruction
relief to Managua and its residents. Some temporary class-
rooms were rapidly constructed, rubble and dangerous build-
ings removed, telecommunications lines repaired, and hospital
patients sheltered. 1In a few cases, however, projects were
unduly delayed, such as the construction of one hospital for
over a year and a number of classrooms for up to 2 years.
Also, some housing units financed by the World Bank were
only nearing completion in November 1976--3-1/2 years later.

If the program is to continue to be reasonably success-
ful, the Nicaraguan Government must devote greater attention
and resources to the proper maintenance of the facilities
constructed. As shown during our review, the government
and its agencies are not providing for adequate maintenance
of the hospitals and classrooms constructed under the
emergency programs of loan assistance. The AID Mission is
aware of the government's shortcomings in the maintenance
area and is trying to improve the situation through instruc-
tion, persuasion, and the funding of a national health main-
tenance center.

RECOMMENDATIONS

We recommend that the Administrator of AID, in consider-
ing future levels of assistance to the Nicaraguan Gevernment,
take into account the manner in which facilities previously
financed by AID are maintained. We also recommend that the
AID Mission Director inform the Nicaraguan Government that
the adequacy of the maintenance of facilities will be con-
sidered in establishing future levels of assistance.

We further recommend that the Secretary of the Treasury
inform the U.S. representatives to international organiza-
tions that, in voting on future assistance programs, they
should carefully consider the maintenance performance of the
Nicaraguan Government.
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CHAPTER 4

REBUILDING A DECENTRALIZED MANAGUA

To avoid the devastating damage to life and property
that occurred in the 1972 earthquake as a result of the
heavy concentretion of buildings and public facilities iu
the old center of Managua, the city is being spread out over
a wider geographic area. Active urban land use has almost
tripled, from 13.2 square miles in 1972 to some 36 square
miles in 1976. New housing, shopping, and business areas
and related streets and public facilities have been con-
structed and are being planned by private enterprise and
the government on vacant land on the outskirts of Managua,

For the initial 5-year phase which began in 1974, pub-
lic infrastructures and services for the new decentralized
Managua will cost approximately $76 million. AID is provid-
ing loan funds of $30 million, the Central American Bank for
Economic Integration about $5 million, and the Governnment
of Nicaragua the balance. 1In addition the Inter-American
Development Bank is considering providing $28 million in
loan funds to finance an outer beltway around the city.

The construction of public infrastructures is proceed-
ing very slowly. Delays of up to 2 years are being predicted,
principally because of (1) the lack of effective guidance
and coordination between government planning and executing
agencies and (2) the time lost between submission of pians
and projects to AID and their approval.

IMMEDIATE ACTION RECONSTRUCTION PROGRAM

By May 1974 21D said Managua had shifted from the
emergency period characterized by immediate relief and re-
covery activities to actual construction and development.

The urban core of 0ld Managua was closed off to construction,
and as of November 1976 no reconstruction had begun in this
area. As a result, public and private development was di-
rected toward the outskirts and former suburban areas. This
lower density, deconcentrated type of development had been
recommended by planning experts to minimize the loss of life
and property expected from future earthquakes.

To assist in the reconstruction and development, AID
and the Government of Nicaragua entered into an agreement
in November 1974 which resulted in the Immediate Action Re-
construction Program. (See app. IV for details on financ-
ing the Program.) Under this Program, AID is providing
concessionary loan funds of $30 million ($20 million under
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a November 1974 agreement and $10 million under an October
1975 agreement--see app. II) and the government $41 million.

A prerequisite to the disbursavent of most AID funds
was the preparation of a major re. .astruction plan. It was
envisioned that there would be a 20-year plan and a 5-year
plan. The short-range plan, the Immediate Action Reconstruc-
tion Program, was completed in April 1975 with foreign tech-
nical assistance and approved by AID in May, as satisfying
the condition precedent to the disbursement of funds. The
long-range plan is now in preparation.

The Program is financed through four funds financed
jointly by AID and the Nicaraguan Government. A land pur-
chese fund is financed entirely by the government. The
following table shows the amounts programed and disbursed.

Amount disbursed as of late 197%

Nicara- Nicara-
guan AID dJuan
AIDL contri- disburse- disburse-
Funds loan bution Total ments ments Total

(millions)

Reconstruction $16.0 $16.9 $32.9 $ - $ 7.5 $ 7.5
Land purchase - 15.0 15.0 - 6.6 6.6
Program imple-
mentation 4.8 3.6 8.4 .2 2.4 2.6
Small enter-
prises credit 3.2 3.2 6.4 .6 .5 1.1
Health sector 6.0 2.3 8.3 1.0 el 1.1
Total $30.0 $41.0 S$71.0 $1.8 87.1 $18.9

———e

Reconstruction

This fund is used for such high-priority, public-sector
activities as road construction, street paving, water and
sewage lines expansion, street lights, telephone service,
and lining of drainage channels, in areas that promote the
deconcentration of Managua. This fund also provides for
the development of open and green areas throughout Managua
and expands public services for the lowest income groups.

An important component of this activity is the es-ablish-
ment of four district centers, each of which will include a
market, day-care center, buc terminal, municipal office,
communication office, fire station, police station, and multi-
purpose building. One of thes2 centers will serve AID's Las
Americas low-income housing project.
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puring the course of our review, in a prhliminary report,
AID auditors noted that the government has not established
standard building specifications for all district centers and
that the land procured for one of the centers is not sufficient
to accommodate the planred facilities and they will have to
be redesigned, canceled, Or relocated. The Mission, in re-
sponse, said it will require standard building specifications
to be established and has requested the government to clarify
the land situation before proceeding with design and construc-
tion of the center.

Land purchase

The purchase of land and rights-of-way is being financed
thrcugh this fund. AID auditors noted that as of September 30,
1976, the government had spent about $5.6 million for land but
that adequate property descriptions, evidence of title, and
related documents had not been provided to AID and the values
assigned may be inflated.

The Mission said it will request this information before
approving any construction and is considering engaging a local
Nicaraguan lawyer to review all land certifications.

Program implementation

This fund will provide assistance to Nicaraguan executing
agencies in developing and implementing reconstruction activi-
ties; supervising specialized studies and surveys for recon-
struction planning and design competition for Managua's des-
troyed urban areas; and planning specialized urban and na-
tional reconstruction. The effectiveness of this and other
technical assistance provided to the government to improve
its planning and implementation capabilities is discussed in
chapter 2.

Small encerprises credit

This fund provides credits and technical assistance for
reconstructing or expanding Managua's small enterprises in
deconcentrated geograhic areas, attacking cvitical supply
bottlenecks that tend to slow down reconstruction efforts,
and giving lower-income citizens the opportunity to reestab-
lish or expand their enterprises.

As of September 30, 1976, the Central Bank of Nicaragua

had approved 555 loans totaling about $1.5 million, as shown
in the following chart.
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Range Number of loans Total value

$ 143 to $ 5,000 487 $ 583,328
10,000 to 28,571 19 406,570

28,571 to 40 000 146,797

Iw

Total

(8,

5

[%)]

$1,522,627

I

AID's auditors stated in November 1976 that several of these
loans were made for use outside the geographical area con-
sidered in the reconstruction plén. The Mission, hcwever,
said that although some loans were not within the main area
of reconstruction, they were in the general Managua area

and were permitted under the loan agreement. We noted that
the loan agreement is broad enough to permit these loans as
long as they are in the Managua area and preference is given
to those individuals and small enterprises that lost their
businesses as a result of the earthquake.

Health sector

This fund was authorized as part of the $10 million agree-
ment signed by AID in October 1975 and is used for potable
water systems, sewers and storm drains, health clinics featur-
ing preventive care, and credits for water and sewer connec-
tions for low-income residential areas within the Managua area.

We visited various communities and observed the installa-
tion of water and sewer connections to individual homes and
the construction of storm drains. Residents we spoke with
said they were pleased to have the new services as they will
improve the sanitary conditions of their homes. A photograph
of ithe installation of a sewer connection is shown on the
follcwing page.

Repayments for individual water and sewer connections are
deposited in a revolving fund which will be used to finance
additional connections. AID's auditors told us in November
1976 that the government had not submitted the required
monthly financial reports on the operation of the revolving
fund. The Mission said it has requested that these required
monthly reports be provided.

Delays in implementation

To identify the problems in implementing the program,
we spoke to Nicaraguan and Mission officials and contractor
technicians and reviewed pertinent Mission records. We believe
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INSTALLATION OF A SEWER CONNECTION
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the delays are due principally to the lack of effective
guidance and coordination between Nicaraguan planning and
executing agencies and the long time the Mission took to
review, approve, or reject plans and projects submitted.

These views were confirmed by auditors from the AID
office of the Auditor General, whose preliminary report, pre-
pared during our incountry visit, stated that (1) there is
no one responsible, on a full-time basis, within the Nicara-
guan Government to assure that project goals and objectives
are met and (2) the Mission does not always approve or dis-
approve Nicaraguan requests in a timely manner.

The Mission said in December 1976 that normal Nicara-
guan bureaucratic processes are responsible for many delays
and that the interagency and interdisciplinary relationships
necessary for the complicated reconstruction program are new
to the Nicaraguan Government. Therefore, institutional bottle-
necks are to be expected in a program of this magnitude and
time frame.

The Mission further stated that the full application of
AID's own procedures for procurement and contracting also
causes delays. It noted, however, that AID officials help
Nicaraguan personnel to prepare the required documents and
that reviews are often made on an informal basis to save time.

Mission actions to improve
implementation

During our review, the Mission took several actions to
expedite the effective implementation of the Immediate Action
Reconstruction Program and to assure more complete coordina-
tion wvith the appropriate Nicaraguan agencies.

‘/n October 28, 1976, the AID Director sent a letter to
the Ministers of Finance, the National District, and Public
Works; the Director of the Office of Implementation and Co-
ordination; and the Vice Ministry of Urban Planning stating
that:

"Because of the urgency of completing as soon as
possible the projects financed by subject loan,

AID has reviewed its organization and procedures
to determine how we might function more rapidly

in cooperating with your government relative to

the execution of these projects."
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The letter turther stated that, to increase resources avail-
able for loan implementation and to reduce steps in decision-
making on loan implementation, the Deputy Mission Director
has been designated as full-time Director of Reconstruction
Programs. The Director said they would like to meet with

the Nicaraguan officials soon to consider what other measures
might be taken jointly to expedite completion of the loen
projects.

The Mission assigned two employees to work full time
with the Director of Reccnstruction and was seeking to hire
at least one additi»nal local engineer to help in reviewing
design proposals.

In December 1976 the Mission informed us that an en-
gineering reassessment of construction time reguired for
each proj. ct will be made. According to the Mission, this
will resui: in a more realistic time schedule on which to
request an extended terminal disbursement date from AID head-
quarters. The Nicaraguan Government is to come up with re-
vised allocations of manpower and a more effectivse system
delegating authority, in order to implement prcjects more
expeditiously.

INTERNATIONAL RECONSTRUCTION
ASSISTANCE AND COORDINATION

Closely tied in with AID's Immediate Action Recon-
struction Program is the planned financing of a wholesale
market center by the Central American Ban< uor Economic
Integration and the outer beltway around Manajua by the
Inter-American Development Bank. If these p.ojects are not
constructed or are only partially constructed, AID and the
Nicaraguan Government will have to redesign a portion of

their reconstruction plan.

To insure optimum use of available funds, close coordi-
nation will be required among all concerned parties. Lack of
effective coordination resulted in more than 300 homes being
constructed on the proposed right-of-way of the outer belt-
way and in their subseguent demolition. There were, however,
mitigating circumstances. This happened shortly after the
earthquake when most government agencies were operating
from temporary buildings and priority attention was being
given to immediate reliet efforts.

Wholesale market

on July 25, 1975, the Central American Bank for Economic
Integration agreed to provide $4.5 million to the Nicaraguan
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Government to finance a wholesale market and related equip-
ment and technical assistance. (See app. II.)

The market, consisting of 13 buildings with parking and
sanitary facilities, will be located on 29 acres on the out-
skirts of Managua near the proposed outer beltway. A NWicara-
quan official stated that the market will change the tradi-
tional structure of the antiquated markets that have been in
operation since the founding of Managua.

The roads l=2ading to the market will be financed in part
by AID and Nicaraguan funds under the Immediate Acition Re-
construction Program and will be connected to the cuter pelt-
way. Prequalification of contruction firms for the market
has begun, and :he work is scheduled to start in mid-1977.

Quter beltway

Before the earthquake, the Nicaraguan Government had
decided on the alinement for an outer beltway around the
city of Managua. The Inter-American Development Bank has
considered financing the highway for $28 million, but no
final action has been taken to date.

Some concern has been expressed on the need for a com-
pPlete hichway at thic time and about possible profiteering
by political officials from land holdings in the area.

During an Organization of American States meeting on
Nicaraguan development plans in March 1976, AID noted that
there was some discussion about taxing away of future wind-
fall gains of land owners near the proposed outer beltway.
In response to inquiries made at the meeting, the Nicaraguar
National Planning Office representative reportedly stated
the taxes and present valuations on the land were suffi-
cient. This response, according to AID's understanding,
was not satisfactory to the Inter-American Development
Bank representative.

In our discussions with a Bank official, he stated
the loan is probably being held up becaus= of some adverse
press publicity. He said the Bank made a study of the
land owners in the path of the proposed beltway and found
nc unusual ownership, such as large tracts of land owned by
a small number of individuals.

AID officials noted tha' if the highway is not built,
they have alternate plans foi connecting some of the roads
planned under the Reconstruction Program.
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Coordination among international
organizations

From our discussion with AID and representatives of
several international donor organizations in Managua, we
learned that coordination among these groups is carrizd out
informally. Generally, an informal mezeting is held once a
month and representatives from the International Meonetary
Fund, U.N. Development Program, Orcanization of American
States, World Health Organization, Intci--American Development
Bank, Central American Bank for Economic Integration, and the
Agency for International Development exchange information on
new proposals and projects which have been approved or re-
jected. No fermal minutes are recorded. These meetings,
pegun last year with some encourgement by AID, are planned
by the Inter-American Development Bank representative.

The Mission said that the multilateral organizations
want to keep the meetings informal witheut taking minutes.
It believes that it is adequately appraised of projects being
conducted by other international lending agencies and that it
is adequately monitoring the planning and implementation of
those projects importantly related to AID-financed projects.

We, however, wonder how effective these meetings are,
since the Mission had limited information on the programs
being carried out by the international agencies, some of
it limited to loan proposals uni newspaper articles. No
data was available on progres: or problems encountered by
other lending organizations.

For instance, the Mission was not aware of all the
housing projects beiny financed bv the World Bank and the
Inter-American Development Bank, and no information was
available on the financal aspacts of the loans and projects.
Also, while the Mitssion had ro information available to show
thhe type of reconstruction assistance provied by the Central
Amer ican Bank for Economic Integration, it previously re-
ported that the Bank had provided a significant amount of
reconstruction assistance. Upon inguiry during our review,
the Mission established that the Central American Bank's
assistance was not specifically related to reconstruction
projects. It said, however, that it was generally familia.
with the wholesale market financed by the Central Amer ican
Bank.

Peace Corps volunteers told us that about eight volun-
teers are working in the Las Americas housing development
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but that they have limited knowledge of the impcovement
program and related activities being financed by the AID

loan and there is no exchange of ideas between them and
Mission personnel. The Mission Director said that he meets
with the volunteers briefly upon their arrival in the country,
but he agreed there should be mcocre exchange of information.

AID headquarters recognized the need for improved coor-
dination. In May 1976, an AID official said field coordina-
tion between AID and the U.,N. Development Program resident
representative had been satisfactory, but it could be improved
since it had beern casual and to a great extent based on ex-
changes of documents. The official said that one way of im-
proving cooirdination would be to establish a mechanism to
promote periodic exchanges of ideas and information between
donor agencies and relevant Nicaraguan institutions. He also
noted that the U.N. representative, through U.N. assistance
to the Nicaraguan National Planning Office, is in a good
position to influe.ce the office to assume an active role in
establishing a more effective procedure for project coordina-
tion on a regular basis.

CONCLUSIONS

The Immediate Action Reconstruction Program, when finally
completed, should provide a more livable city for its citi-
zens, particularly the poor majority. The Mission's recent
actions to accelerate the program will, hopefully, prevent
further delays in getting the benefits of the program to the
people. The Mission, however, should attempt to formalize the
coordination of its programs with otheir international donor
organizations to obtain current information on t{he progress
of planned and ongoing projects ~f other donors, to insure
the most effective use of all funds.

RECOMMENDATIONS

We recommend that the:

--Administrator of AID stress to the Nicaraguan Government
the need for more effective guidance and coordination
between its planning and executing agencies so that the
reconstruction program can be completed as soon as pcs-
sible to alleviate the hardships stiil being experi-
enced by some of the people of Managua as a result of
the earthquake.

--Secretary of State, the Administrator of AID, and the
Secretary of the Treasury through the U.S. representa-
tives of the internalional lending agencies, stress
the need to formaliz: coordination of all economic
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agsistance programs to Nicaragua. The suggestion made
by an AID official that the Nicaraguan Planning Office
assume a more active role in establishing a more effec-
tive procedure for project coordination on a regular

basis should be pursued by AID and the international
financial institutions,

-~Administrator of AID stress the need to fully co-
ordinate the AID program with Peace Corps personnel

through regular meetings to exchange information and
ideas.

31



CHAPTER 5

HOUSING RECONSTRUCTION ASSISTANCE

AID, the World Bank, and the Inter-American Development
Bank are providing about 345.5 million to the Nicaragquan
Government to construct or to make permanent about 15,070
homes for low- and middle-income persons. However, mo.. than
3 years after the earthquake, less than half the homes were
built or converted to permanent units. (See app. V.)

The initial program of constructing 11,000 temporary
shelters for 50,000 people was only marginally successful.
During the first 6 months after being constructed, they were
occupied by only 16,000 to 20,0090 people and are now mainly
being converted to permanent units. If the project is to be
successful , maintenance and sanitary, health, and safety
conditions must be improved.

NEED FOR ADEQUATE HOUSING

Before the earthgquake, Managua had approximately 72,000
houses occupied by about 420,000 people. About 70 percent of
these homes, according to AID, were constructed mostly with
inferior materials, had dirt floors, and lacked essential ser-
vices. For instance; a 1971 census noted that about 40 percent
of the families occupied single rooms, 42 percent had no sewage
services, 39 percent had no water service, and 9 percent had no
electricity. Also, 48 percent of the people were renters.

The earthquake destroyed between 40,000 and 50,000 homes,
damaged about 13,000, and displaced an estimated 160,000 to
250,000 people. The estimated dollar value of housing losses,
including furniture, is about $365 million. As of February
1976, about 9,000 of the damaged homes were repaired, and
27,000 new homes were constructed through private and public
resourc2s. The new units are in areas that were considered
the outskirts of Managua before the earthquake and in some
nearby cities, such as Leon, Granada, and Masaya.

LAS AMERICAS
LOW-INCOME HOUSING

TO financ: this project, AID made available a $3 million
grant and a $15 rnillion concessionary loan, the Organization
of American States a $300,000 grant, and the Nicaraguan Hous-
ing Bank about $15 million. The unimproved homes completed in
the spring of 1973 initially experienced low occupancy rates,
and mote than 3 years later many of them still lacked adequate
sanitary facilities. Maintenance and health and safety
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conditions must be improved, but the project is filling a
valid need for low-income housing and should be completed as
soon as possible.

Backgrougg

The project was initiated with the grant funds in

January 1973 and the contribution of land valued at about

3.3 miilion from the Nicaraguan Housing Bank. (See app. VI.)
There were to be about 12,300 temporary units constructed to
house some 50,000 low-income people who lost their housing in
the earthquake. Work was coilpleted rapidly to house as many
people as possible before the start of the rainy season in
April. The first units wvere occupied in February, and con-
struction was completed in May 1973. The units consisted of
one room, 15 feet by 15 feet. Generally, they were constructegd
of rough wooden siding and corrugated metal roofs; and they had
dirt floors, nc plumbing or electricity, and shared communal
water facilities and outhouses. (See the photograph on the
following page.)

However, only about 11,000 of the 12,300 units (5,500
duplex units) were coanstructed. The reduction in units prob-
ably resulted from the decision to use only $90,000 of the
Organization of American Scates donation for the project, with
the balance of $210,000 being used on projects about 190 miles
away from Managua. 1In discussing this with officials of the
Organization in Nicaragua and Washington, we learned that they
were unaware of the changed use of the donation. We could ob-
tain no specific reasons from AID Mission officials and Nicara-
guan Housing Bark officials why the full $300,000 grant was not
used as planned.

In May 1973, shortly after the last unit was constructed,
the Housing Bank started to make improvements, such as ir-
stalling concrete floors, electricity, roads, and community
facilities, to make the units more attrective and to increase
their occupancy. It also constructed 500 cemant units with
sanitary facilities between existirg adjacent wooden units,

In December 1973 the Bank stated these improvements had cost
it $4.7 million.

To assist the Housing Bank with these improvements, the
United States agreed to a $15 million concessionary loan, with
‘the Government of Niciragua agreeing to provide $7 million
in additional financing. Howevar, prior to final concressional
approval, a staff survey team of the House Foreign Affairs
Committee visited Nicaragua in January 1974 to look into the
need for U.S. financing and the capability of the Nicaraguan
Government to implement the improvements., The team's report
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TYPICAL HOME IN SITE 4, STILL iN ORIGINAL CONDITION
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recommended approval of the proposed loan but had reservations
about the capacity of the Nicaraguan Government to carry out
the proposed project in view of escalating building costs and
possible lack of commitment to give a high priority to the

project. The loan was approved July 15. 14/4.

The improvement of the Las Americas project under the AID
loan consists of making changes to the original homes and in
constructing some new homes on the four previous sites and one
new site. Rotted wooden support beams are being replaced with
angle irons set in concrete, and each unit is being furnished
with toilet and shower facilities contained in a cement or cin-
der block additions. Also, some units are having rooms added
or provision is being made for additions at a later time. A
program of home improvements credit and technical assistance
under the loan will allow residents to upgrade and expand their
homes.

When the program is completad there will be about 8,000
units, comprising 8 different styles ranging in price from
about $1,250 to $4,000. About 3,000 of the units will be com-
pletely new structures. The reduction in units from the orig-
inal 11,000 will result from combining units to serve larger
families; from removing units to provide space for community
facilities and roads; and, in some instances, by occupants
taking down their homes and moving away with the material,
This reduction in planned units will reduce the number of
people living in the projects to about 40,000, or 10,000 less
than originally planned.

Low_initial occupancy

The units were constructed on a crash basis to house about
50,000 people. AID stated, however, that as of July 31, 1973,
only 3,346 of the approximately 11,000 housing units were occu-
pied, or about 30 percent. We estimated the total number of
people in the units at 16,000. At the end of November, the rate
increased to 52 percent based on the occupancy of 4,143 familieg
(about 20,000 people) from a total availability of 8,000 units.
The later figure was based on the doubling up of some units to
accommodate larger families. Full o0ccupancy was not achieved
until late 1974, about 1-1/2 years after the units were construc-~
ted. Therefore, based on the low occupancy of the units during
the first 6 months, it appears that the purpose for constructing
these units was only marginally achieved.

Mission officials stated the low occupany was due in part
to a greater than anticipated reluctance of the earthguake vic-
tims to return to Manaqua or to leave the crowded homes of rela-
tives for the uncertainty of a new housing project and possible
unemployment. 35



Delinquent rental payments
and control over funds

Rental collections have been a problem since the project
was initiated. Collections, however, have been improving,
and according to the Housing Bank the delinquency rate was
about 16 percent as of June 1976. A detailed report on the
length of time the residents were delinquent was being pre-
pared in Novewber 1976 but was not completed before our
de arture from the country.

Currently, the Housing Bank's policy is to concentrate
collection efforts on those residents with 20 or more months
of delinquency. Residents in a delinquent status will be re-
quested to prepare a payment plan that would allow them to be
current by tne time improvements to their homes are completed.
As a result of the Bank's efforts. some residents have paid
2 year's rert in one payment. Officials of the Rank stated
that no forcible evictions have been made but 45 families
left voluntarily after being told several times that they
were maiy months behind in their rental payments and thav if
no arraigements were made to pay, they must leave.

Families initially entered into a Z2-year contract in
which they paid $6 for a single unit and $8.50 for a double
unit each month. About $3 of the monthly rental fee was used
for garhbage collection and maintenance, and the remainder was
held in a trust fund to be used for a downpayment at the time
the homes would be offered for sale to occupants. In a March
1976 report, the AID Cffice of the Auditor General noted that
all rental payments were not being properly deposited to the
trust fund. Subsequently, the Housing Bank informed AID that
corrective action had been taken to insure proper maintenance
of the trust fund. The balance in the trust account, accord-
ing to Bank officials, was about $708,000 as of June 1976.

We btelieve timely rental collections and proper mainte-
nance of the trust fund are important tc insure that funds
are available for a downpayment when the homes are offered for
sale to the occupants.

Slow constiruction progress

Although the temporary structures have been erected for
about 3-1/2 years, and the AID imprnvement loan is over 2
years old, progress in converting to ermanent structures is
proceeding slowly. As the following schedule shows, only about
6 percent of the AlD loan had been disbursed as of O-tober
1976.
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_ Funds

Description Programed Committed Disbursed
Housing construction $13,400,000 $3,287,683 $581,052
Home improvement fund 700,000 - -

Community improvement

activities 700,000 700,000 318,150
Technical assistance

to the Housing Bank 200,000 _.133,401 52,737

Total $15,000,000 $4,121,084 $951,939

'The Government of Nicaragua had committed about $13 mil-
lion, or 87 percent, of its agreed $15 million contribution;
however, at least $8 million had already been committed prior
to the AID loan.

The slow rate of progress is further shown by the act
that, as of September 30, 1976, the improvement of existing
homes and the construction of some new ones had .een completed
at only site 1 which contained about 1,200 units. Sites 2 and
3 were less than 5-percent complete, and no work under thz AID
loan had been started on sites 4 and 5.

During our incountry visit, we witnessed the formal bid
opening on October 25, 1976, for the improvement of homes on
site 4. There were five bidders, with the lowest bid being
about $3 million. The bid opening and recording was open to
the public and the procedures seemed adequate to insure that
the award would be made to the lowest qualified bidder. At
the bid opening, a Nicaraguan Housing Bank official said he
expected bids for homes to be constructed on site 5 to re
opened in February or March 1977, with construction starting
in May. At the time of our visit, design alternatives were
being studied for about 1,800 completely new homes for Site
5 at a price range of about $2,900 to $3,600. Some alterna-
tives provide for masonry construction instead of wood as
used in the other homes.

Project conditions need
to be improved

Initially, Las Americas appeared to us to be a planned
slum resembling squatter or makeshift homes constructed by the
poor of Latin America using any available material, except that
the homes were laid out ir rows as opposed to the random pattern
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of a slum project. However, upon closer examination we noted
that each home had a concrete floor and water and electricial
connections, and some had sanitary facilities. 1In addition,
all the homes have front and rear yards and most of them have
side yards. The project also includes paved primary roads,
street lights, schools, health clinics, and meeting and
recreational facilities. Some residents had made their own
improvements. including fences, block walls, additional
living areas, and trees and shrubs.

Several conditions need to be improved if the people of
Las Americas are to live in a healthy and safe environment
and the project is to be prevented from developing into a
slum. For example, we saw numerous drainage ditches clogged
with mud, garbage, and chunks of cement and debris, and water
had formed stagnant pools in some ditches. Some piles of
garbage had not been removed for some time. The photographs
on the following page illustrate these conditions.

A U.S%. consultant to the Housing Bank said the drainage
system is too large and the contour 1is improper, allow.ing the
accumulation of silt and debris. Peace Corps personnel working
in the project said they had undertaken a program to educate
the residents in the proper disposal of garbage. However,
after they organized the residents and established collection
stations, the government has failed to make adequate collec-
tions.

The Mission stated it has been concerned about the prob-
lem of sanitation since the initiation of the project. It
noted that, while the grade and contour design meet the stand-
ards in Managua, it is unable to wash away all the debris that
is thrown in the drainage systzm. Part of the solution is to
educate the community, and this has become an important part
of the community improvement activities funded by the AID
housing loan.

The Mission said that continued pressure from it and the
Hcusing Bank on the National District, which is in charge of
collecting garbage and cleaning drainage ditches and streets,
has produced less than satisfactory tesults, probably because
of limited resources of the National District. The project
urbanization plans call for the construction of special areas
for garbage pickup in each site, which should be more conveni-
ent for the National District and for the residents.

It is important that water drainage be taken care of
promptly to ptevent stagnant pools of water from becoming
breeding places for malaria-cartying mosquitoes. Malaria is
the 10th principal cause of death in Managua and a serious
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DRAINAGE SYSTEM WITH SILT AND DEBRIS

DRAINAGE DITCH CLOGGED WITH DEBRIS
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problem at Las Americas site number 2. We learned in
discussions with a social worker and an official of the Pan
Amer ican Health Organization that from 12 to 20 percent of
the people at this site had malaria. The rate was as high as
50 percent, but a government program of spraying the nearby
swamps and providing malaria pills to the residents has re-
duced the incidence of malaria. The official from the Pan
Amer ican Health Organizaticn stated that the incidence of
malaria can be reduced by extending the drainage system to
the lake, thus preventing the creation of malaria-bredding
swamps where the drainage system currently ends and by in-
stalling screens on windows and doors of the homes.

Mission officials said that at the time Las Americas was
constructed, the reported incidence of malaria did not indi-
catz a potential health problem for any of the proposed sites.
Since the earthquake, the large population shifts within tne
area and the change in waterflow and absorption resulting
from new construction have added to the general increase in
pesticide-resistant mosquitoes. This has caused the reported
cases of malavia in Managua to go from zero in the first
5 months after the earthquake to 5,262 cases in 1975. Under
the reconstruction loan (029), the drainage system from site
2 will be extended to the lake. The Mission had some reserva-
tions about how effective screens in the homes would be but
stated there is probably merit in having the Nicaraguan Social
Action team promote the idea of using screens among residents,

We also saw that, due to the existing windy conditions,
a number of the residents have bent the overhanging portion
of the tin roofs down toward the wcoden walls, thereby allow-
ing rainwater to run directly down the wall and thus increase
deterioration. The Mission said that, under the loan's home
improvement program, manuals have been prepared that will
teach the residents how to replace the damaged tin roofs and
redo deteriorated wooden walls or replace them with partial
walls of concrete blocks.

In several homes we visited, the residents were using
small cooking stoves (some kerosene operated) placed directly
against the wooden walls. This fire hazard could be lessened
by placing some fire resistant material between the stoves
and the walls. The condition is particularly alarming because
public fire protection is limited. For instance, at site 2
the fire station has two trucks and is responsible for pro-
tecting the approximately 1,400 homes on the site as well as
other homes outside the project. Fire hydrants at the site
are about 800 feet apart and no hydrants are located on the
unpaved secondary roads which offer very limited access to
fire-fighting equipment.
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The Mission did not address the adequacy of the fire-
fighting equipment but stated that, under the home improve-
ment program, the U.S. advisor has designed a simple easy-to-
-make oven out of bricks which could be considerably safer
than some of the cooking devices presently used by some
residents. It also said that the idea of using protective
ashestos sheets can be promoted under the program.

Although maintenace and sanitary, health, and safety
conditions as noted above need attenticn, the residents we
spoke with generally seemed to be satisfied with their homes.

WORLD BANK
LOW-INCOME HOUSING

The International Development hssociation, the world
Bank's concessionary loan window, as part of its overall re-
lief and assistance loan of June 1973 js providing $8 million
in financing for 4,453 low-income housing units, community
facilities, and related technical and engineering assistance.

As of October 30, 197¢, in the 7 Projects underway, 3,965
housing units were completed and 488 were under construction,
but none of the homes were sold or occupied. Construction
delays have apparently resulted partly from administrative
problems with'the Nicaraguan Housing Bank. (See ch. 3.)

Observations

We visited three sites in Managua and one in Masaya. The
sites in Managua were still in -arious stages of construction.
In Masaya we attended the project dedication and saw that the
homes are constructed of concrete and block with asbestos
roofs. While the lots are comparatively large, the living
space is quite small. The howmes containeq one room, measuring
approximately 15 feet by 15 feet. This is guite small for
the average family of six, and most of them will have to add
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WORLD BANK HOUSING, MASAYA
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AID HOUSING INVESTMENT GURANTEE
MIDDLE-INCOME HOUSING

In November 1973 AID entered into a $15 million invest-
ment gurantee program to finance middle-income homes. The
purpose of the program was to provide funds for long-term
financing for about 2,000 middle-income housing units in
order to facilitate the rebuilding of permanent housing in
Managua and to strengthen the savings and loan system as
the institution serving these needs.

The program has been moving very slowly and 3 years
after the agreement was signed, only 482 homes had been con-
structed. The mortgages for these homes were still awaiting
approvai. The program is moving slowly apparertly because
the homes are beyond the reach of most middle-income families
as a result of price escalations caused by inflation and the
tightening of available credit.

Under the guarantee program, AID does not lend funds.
U.S. investors lend money to the Nicaraguan Housing Bank,
which lends it to the savings and loan associations who lend
it to the homeowners. AID's costs of administering and operat-
ing the preogram are funded by fees charged the borrower, which
for this program in Nicaragua is one-half percent of *the out-
standing loan balance. 1In the event of a default, the U.S.
investor is reimbursed by the U.S. Government, which in turn
is protected by the Government of Nicaragua's full guarantee
for reimbursement.

Program status

The program is divided into twe parts, the first for
$5 million and the second for $10 million. Reimbursement for
the second part was conditioned on an evaluation of the pro-
gram's possible effect on the construction industry's capacity
to implement the low-cost Las Americas project without causing
undue inflation and AID's approval of eligible mortgages total-
ing $5 million under the first part of the program. 1In June
1975 AID decided, as the result of a comprehensive study, that
the guarantee program would not adversely affect the Las
Americas project.

As of November 1976 the second condition had not been met.
No eligible mortgages had been approved by AID, although mort-
gages valued at about $1.3 million had been submitted and were
awaiting approval. AID, however, approved the release of
$1.5 million for a construction advance, and $3.5 million is
being held in an escrow account in a New York bank awaiting
AID's approval of mortgages.
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At the time of our visit, 372 of a planned 990 homes
had been constructed in two projects. Construction at these
projects was being held up primarily because of price escala-
tion and the government's tightening up of available credit.
The homes were selling for ar. average price of §11,600 at one
project and $9,200 at the oth. .-,

To expedite disbursements of the first $5 million, AID,
the Housing Bank, and the savings and loan associations
decided to allow three other ongoing projects to be financed
under the program with part of the funds originally intended
for the first two projects. With respect to the $10 million,
the former Mission Director expressed the opinion in July 1976
that the homes financed under the program are too costly and
the amount should be deauthorized. The chief of AID's Re-
gional Housing Office in Honduras stated in November 1576
that a study was currently underway to determine whether to
deauthorize the $10 million. The study was not completed as
of mid-~February 1977.

In visiting these projects, we noted that the homes were
more aesthetically pleasing than those in other projects.
Generally, the homes are constructed of concrete and have
three bedrooms, a bathroom, kitchen, and combination living-
dining room. The homes and lots were comparatively large and
well maintained, and the projects iave paved streets, side-
walks, and trees and shrubs. A number of residents have also
made significant improvements to their property. On the
following page is a photograph of a home constructed under
the guarantee program.

INTER-AMERICAN DEVELOPMENT BANK
MIDDLE-INCOME HOUSING

The Inter-American Development Bank redirected about
$4.3 millior of a $7 million loan, authorized in 1970, to pro-
vide 1,458 homes for lower middle income people. In November
the last group of homes was completed, with 1,165 located in
Managua and 293 in nearby cities.

Observations

We visited several projects in Managua and attended a
dedication ceremony for a project in Masaya. The homes and
lots are larger than those financed under AID and World Bank
low-cost housing projects but smaller than those financed
under AID's Housing Investment Guarantee Program. (See
photograph on p. 46.)
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“5 DE DICIEMBRE'* HOUSING PROJECT (DUPLEX)
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In visiting one home and speaking to the owner, we noted
that she was making additional improvements and seemed very
pleased with her home. The only problem we noted was that the
"5 de Diciembre" (project in Managua named in honor of the
President's birthday) was not occupied, although it had been
completed the month before. We were told that it was await-
ing the completion of a main water connection that is tied
into an adjacent, uncompleted World Bank housing project.

AID officials said it was to be completed before tre dedica-
tion on December 5, 1976.

CONCLUSIONS

Before the earthquake, housing for many of the poor
people of Managua was crowded and lacked such basic utilities
as individual water and sewage connections.

To provide immediate relief after the earthquaka, AID
provided a $3 million grant, the Organization of American
States $300,000, and the Nicaraguan Housing Bank land valued
at $3.3 million to construct more than 5,500 dupler buildings,
or 11,000 units to house about 50,000 people. The units are
in a project called Las Americas and were constructed within
2 to 5 months after the earthquake, but they were not accept-
able to most Nicaraguans. During the first 6 months of proj-
ect operation, only 16,000 to 20,000 people moved into these
shelters. 1In addition, the contribution of the Organization
of American States for the most part was not used as intended.

To make the Las Americas units more acceptable to the
Nicaraguan people, the Nicaraguan Housing Bank, shortly after
completion of the last temporary unit, added cement floors and
electricity, and paved the road. AID in July 1974 agreed to
provide $15 million in concessionary loan funds to improve and
expand the basic housing structures and to add individual
water and sewage connections. Funds were also made available
for individual home improvements, c .iunity activities, and
technical assistance. Under the program, some temporary
shelters are being removed, the remaining ones improved, and
about 3,000 new units built. Upon completion, the Las
Amer icas project will have 8,000 permanent housing units.

Improvements to the existing homes had been proceeding
very slowly, however, and new construction for the most part
has not heen started. As of October 1976, only 6 percent of
the AID funds had been disbursed. We saw that the drainage
system is ill maintained, garbage collection is poor, malaria
is a significant problem at at least one site, and fire pro-
tection is barely adequate. As a result, many residents at
the Las Americas project have been living in substandard con-
ditions for about 3-1/2 years.

47



Shortly after the earthquake, the inter-American
Deve.opment Bank redirected about $4.3 million outstanding
from a prior loan to build 1,458 lower midjle income homes;
the World Bank as part of a larger loan made availiable
$8 million in June 1973 to build 6,400 low-income homes;
ang AID in November 1973 agreed through its Housing Invest-
ment Guarantee Program to support the building of up to 2,000
rniddle-income homes valued at $15 million. Progress in com-
pleting some of these programs has been .ery slow; and, as
a result of price increases, some of the planned units wil}
not be built.

For instance, because of price iicreases, only 4,453
homes will now be built under the World Bank program. The
first group of homes was completed in October 1976, over
3 years after the loan was signed. We are not certain why
this housing has been taking so long to complete, but World
Bank officials indicated it may be due in part tc administra-
tive problems with the Nicaraguan Housing Bank.

Only 482 homes ha been completed under the AID guarantee
program at the time of our visit. The slow movement of the
program is apparently due to the fact that the homes are beyond
the reach of most middle-income families because of price esca-
lation due to inflation and the tightening of available credit.
As a result of these problems, AID is evaluating whether to
deauthorize $10 million of che guarantee fund. Homes financed
by the Inter-American Development Bank were completed dur ing
our incountry werk, although all were not occupied.

These programs, particularly the low-income ones, when
completed should fill an urgent need for housing and alleviate
some of the hardships caused by the earthquake. The urgent
need for decent housing is illustrated by the squatter and
makeshift homes in and around Managua. We believe the Nicara-
guan Government, AID, and the international financial institu-
tions should make every effort to complete the housing pro-
grams efficiently and promptly. The action taken by the Mis-
sion in October 1976 to devote greater resources to the re-
construction program is a step in the right direction.

RECOMMENDATIONS

We recommend that the:

-~Administrator of AIL stress the importance of complet-
ing the Las Americas i.ousing project in the shortest
possible time consistent with efficiency and economy
so that the benefits of the improved housing can be
made availabe to its occupants.
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~=The Mission continue to stress the need for
(1) adegquate maintenance and sanitary, health,
and safety conditions to prevent the project from
becoming a slum and (2) screens on all windows and
doors of the houses to reduce the incidence of malaria.

--Nicaraguan Government be informed by the Mission that
any consideration cf future assistance programs will
take into account the manner in which the Las Americas
project is maintained.

--Secretary of State inform the U.S. delegate to the
Organization of American States that the Government
of Nicaragua is requested to provide a full dis-
closure of the disposition of the grant funds
provided for the Las Americas housing project.
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ARTHUR W, KUNL, CHIEP CLERK

June 4, 1976

B-169521(.02)

The Honorable Elmer B. Staats

Comptroller General of the
United States

General Accounting Office

Washington, D.C. 20548

Dear Mr. Staats:

We request the General Accounting Office to undertake a
comprehensive review of the disaster relief and reconstruction
programs in the Republic of Nicaragua funded by the United States
and international financial institutions with which the United
States is affiliated.

The review should focus on assistance provided since the
1972 earthquake to the present and should be completed and made
available to the Senate Committee on Foreign Relations so that it
can be considered in connection with next year's foreign aid
anthorization bill,

We want to thank you for your help in this matter and would
appreciate having members of your staff contact Mr. Robert Dockery
and Mr. Rudy Rousseau of the Committee staff.

Sincerely,
/) QD 2
D 4
R Pl ket
Clifford P. Case Hubert H. Humphrey
Ranking Member Chairman

Subcommittee on Foreign Assistance
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APPENDIX III APPENDIX III

PRINCIPAL NICARAGUAN PLANNING AND

RECONSTRUCTION ORGANIZATIONS

HIGH LEVEL RECONSTRUCTION COMMITTEE

Created in the early part of 1975, this Committee is
an extension of the National Emergency Committee which was
established shortly after the earthquake. It is headed by
the President of Nicaragua and consists of key ministers and
executives. The Committee's rajor function is to establish
guidelines and policies for the reconstruction program and
to give final approval to such plans.

INTER-AGENCY COORDINATIN: COMMITTEE

This Committee was created in 1975 ard operates as the
principal staff arm of the High Level Reconstruction Commit-
tee. It is composed of representatives of the Vice Ministry
of Urban Planning, the Offjice of Coordination and Implemen-
tation, and other key officials needed to implement the re-
construction progran. The Committee in responsible for pre-
paring the budgets and approving final plans and acts as
an expediter to assure the prompt implementation of plans
by executing agencies. TIts executive technical team acts
as intermediary between executing agencies and the Committee.
The team helps to speed up the implementation process and
consists of representatives from the same agencies that make
up the Committee.

VICE MINISTRY OF URBAN PLANNING

This name was given to the form~~ Urban Planning Office,
which was elevated to Vice Ministry level after the earth-
quake. Its staffing ircreased from 50 before the earthqgquake
to about 750 in 1975; but in 1976 the staff was reduced to
about 450, including about 125 professionals. 1Its budget
was about $4.6 million in 1976,

This agency, according to AID, is the principal Nicara-
guan entity responsible for the pPhysical, social, and eco-
nomic planning and programing necessary to assure that the
reconstruction and development of Managua goes forward on
a well-planned and rational basis. The Vice Ministry:

--Formulates polices governing land use, traffic,
and street patterns.

--Reviews and updates the Immediate Action Reconstruc-
tion Program.
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--Prepares the capital budget for reconstruction
projects to be financed by the Nicaraguan Govern-~
ment.

—-Develops and implements mechanisms for evaluating
the reconstruction program and related activities,
N

OFFICE OF COORDINATION AND IMPLEMENTAT ION

The Office was created in February 1973, to coordinate
implementation of the AID emeraency program loan, and, sub-
sequently, the AID reconstruction loar. Its authority was
also extended to reconstruction loans made by other inter-
national agencies, hbut we were informed that it is not co-
ordinating other donor assistance, except for monitoring
financial data of the Inter-American Development Bank
emergency loan made in June 1973. The Office is organiza-
tionally part of the Ministry of Finance and currently em-
ploys 13 professional staff members.

With the shift in emphasis from reconstruction planning
to execution, the Office's importance should increase as the
functions of the Vice Ministry of Urban Planning decrease.

EXECUTING AGENCIES

The two most important agencies for the implementation
of construc:ion are the Ministry of the National District
and the Ministry of Public Works (National Construction
Office). The Central Bank also plays an important role in
administering externally funded technical assistance pro-
vided to Nicaragquan agencies (except for that provided to
the Vice Ministry of Urban Planning) and the small enter-
prise reconstruction fund financed by AID and the government.

The National District has prime responsibility for co-
ordinating the implementation of reconstruction projects in
Managua. Specific projects under its scope include new
streets and highways and drainage canals. Projects which
require the construction of buildings are to be administered
by the Ministry of Public Works.

In all, more than 10 Nicaraguan entities are reauired
to work in close coordination with each other to plon,
develop, design, contract for, and supervise the masc’ve
reconstruction program.
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IMMEDIATE ACTION RECONSTRUCTION PROGRAM

RECONSTRUCTION FUND:

Expansion of Managua/Masaya Highway
Remodeling of South Highway Intersec-
tion
San Judas Bus Route
La Fuente/Shick Bus Route
Health Complex
Southwest Sub Center and Infrastructure
Southeast Sub Center and Infrastructure
fan Judas District Center and Infra-
structure
Las Americas District Center and
Infrastructure
Infrastructure Wholesale Market
Traffic Improvement
Pista Suburabana
Largely Completed Counterpart
Projects:
Provisional Civic Center
Segment of Pista Suburabana
Santa Domingo Radial Road
Extension Pista Larrevneya
North Highway Intersections
Unprogramed

LAND PURCHASE FUND

PROGRAM IMPLEMENTATION FUND:

Architect and Engineer Design
Secondary Cities Study
Office of Coordination and Imple~
mentation Support
Consulting Services and Technical
Assistance
System of Electric Distribution
Managua Transportation Study
Hydrogeologic S:udy
Solid Waste Disposal Study
Satellite Citjes Geological Study
Completed Counterpart Projects:
VMPU Development Division (note a)
Metropolitar Census
Geologic Studies
COMINAG Operation Budget (note b}
unprogramed

SMALL ENTERPRISE CPEDIT FUND

HEALTH SECTOR FUND:

Water and Sewer Connections
Epidemiology Laboratory
Cauces 1 (Drainage Canals)
Cauces Il (Drainagqe Canals)
Unproqramed

Total

a/Vice Ministry cf Urban Planning.

b/Inter-Agency Coordinating Committee.
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Total AID_
(as of Oct.
1976)

§$ 1,823,992 $§ 930,000
620,735 267,000
867,220 419,441
800,000 500,000

2,214,286 2,000,000
4,730,000 2,980,000
6,907,143 4,350,000
1,168,571 740,000
2,530,714 1,545,000
471,429 300,000
343,853 144,457
603,172 603,172
7,857,143
577,000 -
200,000 -
-1:220,930 1,220,930
32,936,188 16,000,000
15,000,000 __ -
1,604,501 1,604,501
630,000 405,000
916,022 200,000
1,000,000 50¢., 000
120,470 75,000
100,000 100,000
230,000 230,000
150,000 150,000
221,556 221,556
2,117,500 -
28,541 28,541
-1.285,401 1,285,401
8:403,991 4,799,999
-£:400,000 3,200,000
1.714, 286 857,143
¥91,543 500,00t
1,792,545 1,352,690
2,607,902 2,107,902
-1.107,265 1,187,265
-£.293.572 6,005,000
571,033,751 $30,004,999

APPENDIX 1V

Government of
Nicaragua

(as of Sept,
1976)

$ 893,992
353,735
447,779
300,000
214,286

1,750,000
2,557, 143
428,571

985,714
171,429
199, 396

7,857,143

577,000
200,000

16,936,188

225,000
716,022

500,000
45,470

2,117,500
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HOUSING RECONSTRUCTION PROJEUTS IN NICARAGUA

FUNDED BY AID AND INTERNATIONAL ORGANIZATIONS

A3 OF OCTOBER 31, 1976

Costs wewm____Houses
Organizations and ptojects T TTTTTTCT ATd"and otRer Government T 7T TTTTTTTTEGART Onder _ Sales Down ¥onthly  Monthly sal- percent of __Lot size Enclosed area
(note a) Total otganizations of Nicaragua Planned §Elucted construction Occupied Sold price payment payment ary required interest Years Sg m. 59_2.; sqm. §9_££;
5 1 i : 33,090,000 »/518,099,000 $15,000,900 7,923 1 147 c/6,736 6,123
A e et teas 522,299,000 % 134 3 7 [FL] $1,250 $§ 63 § 6 s 42 4 25 88 947 23 243
2 3,063 563 2,500 3,063 2,749 137 14 75 4 25 176 1,895 43 463
3 151 70 81 151 1,735 87 1C 69 5 25 88 947 23 248
3 583 105 478 583 2,85% 143 16 93 5 25 176 1,895 43 463
5 456 21 435 456 2,300 115 15 96 7 25 88 947 37 393
6 230 34 195 230 3,418 171 23 1386 7 25 176 1,895 57 614
7 673 143 529 678 3.100 156 23 126 8 25 137 1,399 25 269
8 538 538 538 3,968 198 29 126 2] 25 120 1,399 25 592
rld Bank: 13,445,058 8,067,034 5,378,024 4,453 3,965 488
He Espcranza T3ITIVIT 1,323,730 5719, CEN %K} 3,286 171 23 100 5 22 105 1,130 24 258
Progreso 1,887,858 1,132,715 755,143 676 338 338 3,500 143 22 100 5 22 105 1,130 23 248
San Janinto 1,304,964 782,978 521,946 500 350 150 3,429 143 21 100 5 22 105 1,130 22 237
Presidente Samoza ;
(Granada) 3,189,327 1,913,596 1,275,731 870 870 3,429 143 22 100 5 22 105 1,130 21 226
Hope de Samoza
(Masaya) 2,653,879 1,592,327 1,061.552 850 850 2,989 132 19 86 5 22 105 1,130 20 215
11 de Julio (Leon) 1,329,917 797,950 531,967 426 426 5 22 105 1,130 23 248
27 de Mayo 3,323 143 21 100
rJinotepe) 705, 396 423,238 282,158 200 200 3,286 143 <3 100 5 22 105 1,130 23 248
iny Investment
Mgu:?:rsnez: 15,000,000 15,000,000 d4/1,2369 482 118 332 363
Jatdines de Vera Cruz - 8506 T 2530 18 188 202 11,603 1,160 127 508 13 28 127 1,365 57 614
Ciudad Tndustrial Xolotlan 309 122 102 103 9,196 920 112 448 13 28 159 1,708 62 667
Posada de Sal (Leon) 74 69 24 19 8,367 837 (e) (e) 13 28 179 2,142 60 646
Reparto Guadalope 109 38 22 18 27 8,946 895 (e) (e) 3 28 207 2,228 58 624
Vvilla Flor 200 3 78 12 9,814 981 (e) (e) 13 28 159 1,708 50 538
Inter-Amer ican Development
Bank: 9,158,855 4,313,486 4,845,369 1,458 1,458 429 429
Residencia 5 de Diciembre ~2.403, 1,131,273 1,271,857 LEE) LLL] 5,786 571 54 214 10 20 162 1,744 40 431
Don Basco 3,307,428 1,656,814 1,650,614 489 489 400 400 9,286 929 88 357 10 20 162 1,744 55 592
Rafaela Herrera 1,606,728 716,200 890,528 227 227 9,286 929 88 357 10 20 162 1,744 55 592
San Jeronimo (Masaya) 600,185 272,500 327,655 100 100 25 25 5,786 571 54 214 10 20 116 1,249 40 431
Telepelate (Granada) 603,257 274,386 328,871 100 100 4 4 5,786 571 54 214 10 20 116 1,249 40 431
Salingalopa (Matagilpa) 638,157 262,343 375,814 93 93 5,286 529 53 214 10 20 168 1,808 40 431
Total $70,693,913 $45,470,520 $25,223,393 15,203 7,092 1.342 6,884 792

I

a/Homes 1in the Las Americas prtoject have wooden walls, doots, and shutters and tin roofs. Homes in the other ptoject
I ave cement/block walls, asbestos toofs, glass windows, and wocden doors.

b/Includes $90,000 donated by the Organization of American States.

¢c/Homes in the Las Ameticas project are in varying stages of tenovation and 1,800 homes are planned to site 5. At the

time of our tevirv it was not «nown what typc -¢ homes would be constry: ~d, so they are not included the detail
above.

Types Site 1 .2 R T S 5 Total
1 245 131 7 4 424
2 563 231 701 1,566 3,063
3 70 66 6 9 151
4 105 100 135 243 583
5 21 430 S 456
6 34 123 29 44 230
7 149 321 72 136 678
8 42 90 406 538

Total 1,187 1,444 1,040 2,452 1,830 7,923

d/Houses constiructed and undetr construction under the first $5 million of the ptogram do not total those planned because
some of the planned homes will not be constiucted due to adverse market conditions and legal problenms.

e/Not available.
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SITE ACQUISITION FOR

LAS AMERICAS HOUSING

The Las Americas rousing units were constructed on four
sites approximately 6 miles east of what was downtown Managqua;
a fifth site acquired for new construction is located next to
site 4. AI! participated in the site selection with Nicara-
guan officials, but the land was provided by the Nicaraquan
Housing Bank without cost to the United States. A letter
dated December 1973 to AID from the President of the Housing
Bank showed the cost of this land to be $3,325,000.

Some controversy arose during 1976 as to whether the
Housing Bank acquired the land before or after the earthquake
and as to the price paid. We asked the Mission to clarify the
purchase information, but it had only limited information on
file, so retained a local attorney to examine the land deeds
and the public registry. The attorney reported to the Mission
in a letter of November 19, 1976, that for sites ] to 4 the
deeds were accurate, the land was acquired by the Housing
Bank before the earthquake, and the deeds were properly re-
pcrted in the public registry. He also said that site 5 was
acquired by the Housing Bank on April 16, 1973, but had not
been recorded in the public registry.

The price paid by the Housing Bank for each cite, accord-
ing to the attorney, totaled about $3,325,000, the amount
previously reported by the Bank. However, according to the
official transfer records, the Bank paid many times the price
paid by the former owners of the lands. For example, the land
for site 1 was purchased by the Bank on December 3, 1971, for
the equivalent of about $900,000 from an individual who had
paid the equivalent of about $35,000 for the property on
November 24, 1971.

The Mission, in summarizing the land transaction ir a
letter of November 30, 1976, to us, said that wide discrepancy
in recorded prices could be to minimize the transfer tax.
(See the following page.) While this could be the case, we
have n»> way of verifying it. However, since th~ land, with
the exception of site 5, was apparently acquired by the Hous-
ing Bank before the earthquake and was provided at no cost to
the Las Americas project, its cost has little or no effect
on the AID project. Without even the contribution of land,
the Nicaraguan Government has more than satisfied the minimum
counterpart requirements of paying at least 25 percent of the
project costs.
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UNITED STATES GOVERNMENT

Memorandum

TO  :  Mr. Raymond Plunkett. GAO Representative. DATE: November 30, 1976

FROM : CEmerson J.g’ . mlncﬂx of Reconstruction Programs.

sujecT:  Las Américas’ Land Purchase.

Attached is the final report from the lawyer whom we retained to examine the matter
of the Las Americas land purchases. When the lawyer was re‘ained, the Mission provided
him with copies of the deeds and certifications that we had on file with regard to the
five Las Americas Sites. He was instructed to verify thase documents against the Pukiic Re-
gister, and fo trace any prior sales of these sites which may have occurred from 1969
onword. In addition, the lawyer was instructed to perform a simllar investigation using
the cadastral number that Lo Prensa representatives had cited as evidence of improper
dealings in the purchase of Las Americas Land.

Parts 1-5 of the letter report are, in order, the summary information on each of
the five Las Americas Sites. Parts 6 and 7 contaln the infornation with regard to the
cadastral citations given to you by La Prensa. The following is a Mission commentary
on how we believe this information relates to the ccncerns orally expressed by the GAO
team:

1) Validity of Deeds:

The lawyer's report confimms that the deeds and certifications presented by the
BAVINIC to A.I.D. were valld and accurate in all 1espects. The report, how ever,
noted that the Site 5 deed has apparently not been inscribed in the Public Registry.
The Mission is instructing the BAVINIC to make this correction prior to any A.l. D
approval of construction on the site.

2) Date of Transfer
The report confirmed that all four sites upon which the temporary shelters were

built hod been acquired before the earthquake of December 23, 1972, and that the
presently vacont Site 5, wa. acquired by the BAVINIC In April 1973,

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

010110
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Memo to R. Plunkett.
November 30, 1976, P, -2~

3) La Prensa Cadastral Numbers

Upon examination it was revealed that the cadastral numbers (62260, 64153)
referred to pieces of land located at a considerable distance from the actual Las
Americas Land. However, with respect to 62260, it is possible that La Prensa erred
in the citation of the number, and that the proper number should be 64260, the trans-
action which is described on page one of the attachment. In any event, 64153 has
no relationship to Las Americas’

4) Price of Land

The following gives the prices paid per square vara for each site in or der of

acquisition:
Site Date Cper Vrs2
5 4/7/ 69 3.75
“ 3/10/10 3.75
2 7/24/ 70 6.00
1 12/ 3/ 71 11.00
5 4/16/ 73 8.00

What is evident, is that the costs per square vara increased almost three fold -
between April 1969 and December 1971, and that the one site purchased after the
earthquake actually cost less than the last of the pre -earthqucke purchases. Both
location and time of purchase were factors influencing the piices paid for each
site.  Site 2, for example had close access to the developed North Highway indus-
trial belt, whereas the other sites were relatively isolated from the pre —varthquake
city. Site 1, which was purchased a full year and a half cfter Site 2, most clearly
demostrates the relationship between the time of purchase and the price.

5) The wide discrepancy between the prices supposedly paid by the previos
owners and the prices actually paid by the BAVINIC has, as we have mentioned before
o simple explanation. When a private individual transfersa piece of land to another
p rivate individual, there is nothing to prevent them from placing an arbitrary figure
mutually agreed upon by buyer and seller on the transfer documents that are :ecorded with
the Public Registry. Of course, to minimize the tramsfer tax it is common practice
to use o low figure. Government agencies or large companies with open books which
record land as an asset for accounting purposes use the real amount paid.
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