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A, StarL= c nr D&Eipti 

1, Justification
 

United State& asJletance in support of housing and urban development for Peru
under this project began in 1962, as the result of a growing recognition of the
pre.saing pzoblem of inadequate housing as an important factor in the economic andsocial developmen of Peru. Although progress has been madeq Peru continues to face
 a apiraling hoaing khoitage and a critical p nation-wide hauling pzoblem, magnified 
greatly by the Peruvian eaxthquake diaaster of May lS'70O
 

Pre-earthquake atatlatics showed a perstating housin- deficit of about 105millicn dwellings, According to GOF figures, 68 per cent of the nation 0s housing

for nearly .wc-hirda of ita population oonsinted of one or tworoom dwellingso Of 
thb: Gvei: 707. lacked all uliilitles 

Fuxther. GOP demogiaph'.c. itudies project increaning p'reasorez upon the urban
r.6nter*. a. ihe s.nan'j0 popula .ion rize.q over the 10 year petiud 19701980j, from 
1335 tc 18,5 mllliort: Urban .enter. are expected to abiorb neal'y 11 mllion people, 
a;, againg:: the preien'.t 7 millic,rk 

Added 
-.-c -hi;, an e:,imated 117. of Pe zugs populat'ion waa affected by the
dia.r Ir which appraxlma-.ely 160,000 homeo9 houtSing app.oximately 8000000 personag
vote omple",.ely dei~iAT'yed or rendered uniuhabitableo Of theoeq about 307. canropai.ked and ;he rest mtut be totally replaced. greateat 

be 
The impact of the earthquake

wau upon 'he hoaing etf lower income groups; due largely rt the inadequate bilding
faoaerialh wd methad. v;- ,ed In cotWO:ructlono 

The f11cwrg a e ameng the mvre preeing atean upon whiih Per,,0. public andp"T',4'!e , muVt fo fck Aitnedate and longer-range a.u-ria.na howsing needat 

41, Thmed .a-oe plannring and aruon to' xehouae both temporarly and for Meh longer
range fu'tf.,,r?, thioci af',P d by -,Ihe earthquakes boch urban and xiralo 

b. Finding vablp :,lu tion, 't.o vhs problems of urban papmlekion prosures and the
1'-qre3hmeni;4 of urban gr'wth, parttcularly in those uirban centevz davantated by 

q m aiquake,, which msjut be rebuil].t and their people r.houaed0 

e. Tmpx,/ked ricj.s;ing puLJkv1.7!. p1 ar~rng,, legialatiJao R~tit izn an~d admidtra­

d,, IncL4a.,.ed publi ! aid~, nir-r pa't-iury,, pxivate 9ne' iQ~mnt An hou,4ing develop-' 

Aiued iq'teo Ci,.-r, i'ripv-,vmerv1: r hcuing finance and oxedl.t myxtemo 
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Increased modernization and expansion of the domestic housing contructioniand
f4 
building mterials industries.
 

S. 	Practical methods and incentives to accelerate lower cost housing construction,
 

with particular attention to practical9 seismic-resistant buildingv 
and self-help
 

construction* 

A responsive; long-range housing 	development plan and construction programg
ho 
towards reducing the housing deficit backlog, progressively meeting a

directed 
higher percentage of annual requirements for new housingg and ultimately 

bringing
 

production into reasonably satisfactory balatce0
total housing needs arid 

2. 	 Pro ectGoals 

The 	goal3 to be achieved under the Project are as fallowss 

a. The satisfactory completion, within CY 19749 of the program of reconstruc­

tion of housing and related community facilities in the May 1970 earthquake 
disaster
 

areaq under the recently authorized Housing Investment Guaranty (HIG) program 
for the
 

This program includes the implementation of Project 527-HG=008D
disaster area: 

authorized in November 1970, and Project 527-HG-005p authorized earlier 

and reactivated
 

One of the progr:,tis main objectivea will be fhe development of a
 in November 1970, 

viable credit program for low incine groups in urban centerso as a pilot demonstration
 

ausceptable to adoption nation-wideI without reliance upon external supporto
 

b, 	The further strengthening of the country's Savings and Loan system, 
through
 

(i) an FHA-type mortgage insurance
the 	introduction and competent operation of 

provide greater security to residential mortgages and attract
 system, new in Peru, to 

increased private capital investment in residential mortgage properties, 
thus also
 

a continuing

facilitating the development of a oecondary mortgage market,, which is 


objective of the Project; 1/ (ii)a sound system of insurance for savings 
deposited
 

in saving&' and loan associations, to provide added security for 
savings and to generate
 

for 	home financing. Taken together9 the .ntroduction of these
additional resources 

by 19759 an increase in
 mechanisms should contribute Importantly towards achieving, 


total savings from the 12/31/70 . of 4,640,0009000 soles to a minimum of 10 billion
 

soles,
 

million 
c. 	 The completion. of construction and dirburiaemenT under the $10 

$6 million of which provided by an AID loan cooperative housing program for workers, 

l/ 	An earlier AID loan of $1.5 million to support the eatablishment 
of a needed
 

national housing bank and extend 	the Savings and Loan System (See 
Annex AD para 1)
 

included a proviaion that best efforts would be made to establish 
a secondary
 

mortgage market when practival to do so. To this end, grant-funded training and
 

However, progress was slowed by the
 technical advice was provided in 	1968. 


changed political situation in October, 1968, when sweeping governmental 
reorga­

nizations occurred, Reinstitution of efforts in thisn axea have only recently
 

again become feasible, UNCLASSIFIED
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4$ iionnb GOP io s f___4 cb ct (fnur ty ntr (seAnnex Para r ort atus'f programl e-housin methodss a-possbl'-'e ' aoe l "gd 

payn 1oi6ot nand of~ "" Id ahousin ensurliadociae"'i- tIng-tucio mproved---­
~bld:,i6tgge a'en CollectiriCons tr'6ti on su'4~~~~
 
wilb wmpeetiF'C i97l, of coprtv hoisn wilb'c:
thin and evalutio 
pletedi~thin F'? 1972.7 

uile:~ntunFY 1972,of,as :to pry..d'?.;"~Determination,~~ AI withinstance-n actionto rucl mb.drceinhese'fourbe takenrelative 
pending, approvl lG projectsoutside the earthquake disaster area totalling $23 a 
million, arnd, should these projects be reactivated, satisnfactory progrss in their
 

presety k
 
.'implementation, with particular emphasisupon helping todaccelerateprivia-te sector
 
participation in lower-cost residential construction. . ...
 

The continuing AID assistance will be directed to these four specific areas,
 

3, astfor Continuing U.S. Participationp
 

n
While in its hierarchy of priorities the GOP of necessity gives precede tce, in
 
the housing developmnt sector, to the reconstruction and rehabilitation ofhomes and
 
community facilities devastated by the Mayf1970 earthquake, it is making serious efforts
 
to carry out the reconstruction program in a manner that will contribute towards
 
providing durable, long-term solutions to the housing problem of the affected zone, as
 
well as nationally, through improved planning and strengtheningof housing institutions,
 
legislation and administration. Continuing U,.S. participation inPerugs housina8 and
 
urban development efforts depend upon the GOP's willingness to devote adequate re­
sources, consistent with overall available resources,, to housing needs. This includes,
 
the special demands of the earthquake affected areas, and sustained efforts to improve

housing policies, institutions and administration.
 

With regard to specific areas to which AID assistance is dire d the Project.

goals, targets and time frame described in the preceeding SectionAl2/anc inSection D2,
 
below, are believed to be realistic, and should-be considered minimum achievements for
 

9 continued U.S. participation,,V 

4, General Plan of 1ction
 

To assist in the reconstruction ohusng andrltdcmuiyfiiie
 
in the earthquake disaster area, within the framework of a rational plan responsive
 
to needs, and to achieve the institutional and operating improvements in the housing
 
sector, noted under Project Goals (Section 2, above) and discussed more2 fully belo,
 
modest level of highly selective technical assistance inputs are required, dected 

to the four specific areas of AID -concern, -

For earthquake reconstruction efforts9 a contract will be entered into .with 
a loal rchE~Turaf~eigieerng irmfortheprocurement of technical e~e~o 

an- "as-needed",retainer basis, beginning in the last quarte ofFY l971,, Techic'al~-r 
-C and advisory services, and participant training, for on-site building trades itraingQ -

'UNCLASSIFIED
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wokfo'hs c i,w 11,,be develpO.ba represen u 

~~obeipro~mn~~ 7,' wprovb e~nt i-ee biismnLiixat?'
evd:n tntob er;hecon,,ract~i itn, FrsoI nstixtute: wilp ,priua 

emhais--po~atocnstructien methods an.ontheimprovemento.hcoa adobeT~-iasr o wills assivstoed b Iathe resntaItie o h' i te an6f; 
eng-atIer . use tod
pgd . . . 'd -snrd "-

progretherphsito thnd'prsoe disaste limite numbTerin:'t' area; concurrentl 

o , s will receive short -tr Instiute i pr e spotih.r'gra',
,Peruviab torno 
Smavis andon iut-ostrctio achievetheadonct~ive eib bwl eprovided

will e clselycoordnate wit activities of :other; agencies UN9IDBOS,
 

:::::The/:,: .necessary,techni cal. assi stance ;forithe: further strengtenn of.......
 

-
i::.;.of..key, personnel. In -Savings:and Loan'operations,,mortgage :insurac n eodr
 

Concurrently witht s v n ph, 

rulain to the HIG Program, special training willbe provded in the.S. and -third . 

leaders intheofruvinng wil b asistd bythmovement.no"sIi&' i"tia r " 
"r fi t 

gThaHIG programs outside the earthquake disaster area shuld lnotirequre r. 
specral technncal assistance. The full-timetUSAID H and UrbanoDeveopmentruseng 

Advisor responsible for the USAID/HUD Program a/wh e, supprted bytheiservicds o d 

an International Development Intern (ID) andtheparttime services of Perubianeco
plted by th
 

i!:!: local hire engineers 'employed by USAID, together-with legal.iassistance-on:an "as-needed":i
en fC basis2 rm fori ra n
should provide brfrsting thos actovety. ime 


of kser ices of a ull-timenoerationlmortgagen Inern and willae
 
ThesinGpro gra.Thmedoutieergnyedsodiztr rasodnot raeqir
the earthquake o,
 

......'required,, beginning in mid CY-1971,; to assist the USAID_ Housing and Urban Development

assistmance H an eeopme
 

Cdvsornu erret thesin's prvalmin a oe atous mDs i 

cse irteia Thfulcil-timres fSAoDleaousing-ira 

:::.
 

w whn
prgrntHoeern Glandithe partime ofea
 
relatinWith the BVP and theMis training il be prodinathe AID asditird
 
adthat of omher donorsprovide asignaficantiportion for athe inpusic
 

andtraoaevelopment heI Miiser.rviegn 


bnai s proideradeue lxteda nopr
shoul biactong fo thisaffctivity 
 1'e~I1p~vi
leaderie t ctomakeareasonably satsfator attack ont h e atio
G ean 


r
eqtunity toibaccelerateeginningC ,s es ad og an n l
pressive housing 
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5. Other Lonors
 

The ID1, 
OAS and UN, as well as AID, are assisting in the Peruvian housing and
urban developn!nt field. 
 The IDB over the past 8 years has authorized 4 housing loans
totalling $37.6 million, including one 
recently authorized for $12.6 
million. These
loans have been directed toward financing housing throughout the country.
IDB recently authorized a $35 million loan matched by $17 million GOP funds. 
In addition,
 

Of this
total, approximately 507. will be directed toward financing housing reconstruction in
the disaster area, 
 The OAS, in addition to emergency housing assistance, contributes
usefully with training programs in self-5elp construction, and urban and regional
planning. 
The UN is providing a one-hundred-dwelling-unit demonstration project in
the disaster areas and also ib conducting studies for the regional planning of the
 
affected area,
 

6. LOP Financial Inputs
 

See pages 11 and 12 
for Tabular Breakdown of Life of Project funding.
 

B, Setting/Envi ronment 

The magnitude of 
the Peruvian housing problem, greatly aggravated by the earthquake
of May, 1970, i, described above, and is further detailed in past 
Program Memoranda
 
and Country Program Submissions.
 

Over the past eight years,, substantial progress has been achieved in a number of
the problem areas noted
0 The Banco de la Vivienda del Peru (BVP),, the Peruvian
National Housing Bank 
and irs associated Savings and Loan asscciations operating
throughout the country 
which were developed with U.S. 
assistance provided under the
Project, 
are proving increasingly productive institutions conritibuting importantly to
the country's housing finance and capital formation, with the growing support and
confidence of the COP aud general public. 
 The new Ministry of Housing, created in
April, 
1969 is in effect a national housing authority, replacirg rhe ineffectual
National Housing Board (JNVW, There are increasingly encouraging efforts by the
GovernmenL of Peru to i:pto~e housing policy, planning and admirdstration', and to
provide essential housing legislation to help combat the persis 
-.ng housing deficit
and continuing shortage of capital and other resources for lower'-cost housing expan­sion, In 
recent mont.hs, 
a number of housing laws were enacted, which provide for
certain tax exempt:ions anrid other incentives to accelerate production of("social lower-costinterestl") houirtg., for land use regulations and conc.rolsland speculation,. and foi 
against excessiveenabling occupants of "Pueblos Jovenes" 
(squatter settle­ments previously called "Barriadas") to obtain title to the lands they occupy.last is expected rto prcvide Thisa s.,rong incentive to dwelle.s in su.ch settlements, whorepresent 
a high percen-uage of Perugs urban population, and to local authorities and
community organizatior-., for the organized upgrading and continual improvementthese settlements, of
Recently, an Office for the Development of Pueblos Jovenes (Ofici­na Nacional de Desarrollo de Pueblos Jovenes) 
 was established in the Office of the
Prime Minister to provide, together with the new Ministry of Housing and other
appropriaxte entitie, 
 needed impetus, support and direction for the upgrading and


improvement: of Pueblos Jovenes,
 

UNCLASS IFIED 
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A better informed and more realistic understanding and appraisal of the magni­
tude and complexity of the country's housing problem, and of the modern methods and
 
long-range efforts required to obtain durable solutions, are increasingly evident in
 
the Peruvian public and private housing and urban development sectors. Over the next
 
five years, the GOP is expected to become increasingly responsive to housing needs.
 
Present policies and emphasis upon accelerating housing construction, and more
 
particularly lower cost housing for limited income groups, will in all probability be
 
strengthened and enforced with increasing vigor supported by the necessity to satisfy
 
the growing popular demand for adequate housiig and to stimulate the presently lagging
 
economy and provide employment to a growing labor force.
 

C. Strategy
 

The continuing U,S. assistance provided by the Project is directed towards
 
helping to support the efforts of Peru's public and private housing and urban develop­
ment sectors in four key areas where enduring solutions can best be achieved, or
 
accelerated, with limited inputs of outside support, technical assistance, advice,
 
and demonstrated "1know-how1 o 

Past US, assistance, which, as noted above, has had strong and positive influence 
on the establishment, growth, and development of the national housing bank (BVP), a
 
nation-.wide savings and loan system, a Ministry of Housing, and in increasing

private-sector participation in the housing industry and stimulating cooperative
 
housing development, are described in Annex A to this PROP.
 

The method of achieving Project objectives and the way that the Project contri­
butes to U.S. goals are described more fully in other sections of this PROP and in
 
Annex A,
 

D, Planned Targets. Result, Outputs
 

The four specific areas to which continuing U.S. assistance is directed and the
 
general plan of action are described in Sections A2 and A4, above. To recapitulate,
the four areas are: (a) earthquake reconstruction (housing and related community
facilities); (b) savings and loan industry; (c) cooperative housing; and (d) the HIG 
program (outside the earthquake disaster area).
 

Planned targets are as follows:
 

a, Earthquake Reconstruction 

i. Completion, by the end of CY 1974, of an estimated 159000 dwelling units
 
(in new construction and repairs) under Projects 527-HG-008 and 527-HG=005, as part

of the GOP's overall permanent reconstruction program for the area affected by the
 
May 1970 earthquake,
 

UNCLASSIFIED
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Under these two Projects, individuals, cooperatives and other borrowers
 
meeting the eligibility requirements will be able to oLtain loans for construction
 
and repairs of lower cost housing destroyed or damaged by the earthquake, As
 
already noted, lower income groups suffered most in the earthquake disaster and,
 
therefore, the cost of housing financed under these two Projects will be geared
 
strictly to the limited means of these income groups. Particular emphasis will be
 
placed upon the construction of soundly planned, low-cost, expandable "core" housing
 
on urbanized land; a substantial part of the housing financed under this program
 
will be of this type.
 

ii. Development of a needed, viable credit system, on a limited pilot
 
demonstration basis, to enable low income groups in urban centers, presently unable
 
to qualify for loans from Peruvian savings and loan sources, to obtain credit to
 
finance home construcLion and repairs, and the installation of essential services,
 
with maximum input of guided self-help, A test of this part cf the program in the
 
earthquake disaster area, if successful, is expected to lead to wider application
 
nation-wide without external support.
 

iii, Introduction of improved adobe building materials and methods to provide
 
anti-seismic and water-resintant construction, which can continue to be applied in
 
the use of the local adobe for construction,
 

It should be noted thar. provision of temporary housing in the earthq"ake
 
disaster area, with AID and other donor's assistance, is largely completed0 AID
 
inputs for this purp~ose have included a $1.2 million grant to finance the construc­
tion, now completed, of some 2,800 family units, which have provided temporary
 
housing for an e:,timated 16,000 persons, and the procuremenL and distribution, also
 
completed, of 'pproxIMrnitely 250,000 sheets (4' x 61 per sheet) of aluminum roofing
 
(equivalent ro approxlmacely 000,000 Peruvian standard size roofing sheets), which
 
have provided provisional shelter for an estimated 120,000 persons.
 

b, Savirgs and Loan Icidustry
 

i, InttrcdUcri.on, withfin FY 1972, of an FRtA-type mott.gage insurance system,
 
and a savings insurance syntem; and effective operation of the tuo systems, without
 
reliance upon external advisory services , by the end of CY 1973.
 

.t a s.econdary mortgage market, i- n, 


project a realisric time schedule for the accomplishment of this at the present
 
time,
 

ii, Developmeou It :. r.possible to
 

iii, An incxea3,. in ,3vings from the 12/31/70 level of 4 ,6 40,000,000 soles
 
(cumulative) to a minimum of 10 billion soles.
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c. Cooperative Housing 

i. Completion, within FY 1971, of the construction of 2,200 dwelling units
 
and related disbursements, under the $6 million AID loan (No. 527-L-034) and the
 
$4 million GOP contribution for cooperative housing,
 

ii. Evaliation, within FY 1972, of cooperative housing methods, as described 
in Section A2, para c, above, to determine whether the expanded use of such methods 
in the 11IG progran, would be advisable. 

d. IG Prorram (outside disaster area) 

Determination, within FY 1972, of action to be taken, relative to presently 
pendigg, authorized !fiG projects and approved HIG applications planned for locations 
outside of the earthquake disaster area, totalling $23 million, as set forth in 
Section A2, parn d above. 

E. Course of Action
 

The areas of AID emphasis are detailed above. Specific activities to achieve 
Project targets wit'- upcoming Fiscal Years funding are: 

- FY 1971: Provide adequate staffin for the USAID~s HUD program, as described 
in Section A4, above; initiate negotiations for a contract with the Fresno 
International Institute of Housing Technology to provide advisory services and 
training, relative to improved, anti-seismic adobe construction and auto-con­
truction; provide a short-term (2 months) consultant in savings insurance; 
initiate a contract with a local architectural/engineering firm to provide 
technical services on a retainer basis; provide trairting for 10 participants 
in the fields of low-cost housing, anti-seismic adobe construction, cooperative
 
housing, and advanced housing finance and credit practices.
 

- FY 1972: Continue to provide adequate staff: for USAID/HUD; begin effective 
operation of the Fresno Institute contract; continue the local architectu­
ral/engineering services contract; provide a shorc-term (5 months) advisor 
in mortgage insurance operations; provide training for 10 participants in 
the fields of secondary mortgage market, mortgage insurance, coo!,erative
 
housing, and housing finance,
 

UNCLASSIFIED
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- FY 1973: Continue a too-man USAID/HUD staff; continuation of advisory services 
and training under the Fresno Institute contract, and of local contract
 
architectural/engineering services; AID direct participant training in housing
 
finance and related fields (mortgage insurance, secondary mortgage market);
 
cooperative housing.
 

- FY 1974: Continuation of 
a one-man USAID/HUD staff; short-term "refresher"
 
training.
 

UNCLASSIFIED
 



,-4 

* Table 1 

Page 1 of 2 

Countryt PERU 

NONCAPITAL PROJECT FUNDING (OBLIGATIONS 

Housing and Urban Development 

IN $000) 

PROP Date: 

Original I I Revision:/ 

Project NO 527-11-830-065 

x I 

Fiscal Years Ap. L/G Total Contract 

Personnel Serv, 

AID PASA CONT, 

Participants 

U.S. CONT. 
Ags. 

Comm, 

Dir. CON 
Ag. 

Other Costs 

Dir. CON 
Ags. 

Prior 

through 
FY 1970 AG G 558 268 191 260 67 12 20 8 

FY 1971 AG G 95 7 45 6 20 23 1 

FY 1972 AG G 150 65 58 43 20 15 7 7 r-' 

FY 1973 AG G 150 50 60 30 25 15 15 5 

FY 1974 AG G 75 20 35 10 13 7 7 3 

Total Life 1,028 410 389 401 145 12 72 9 



4N 
 ONCAPITAL PROJECT FUNDING (OBLIGATIONS IN $000)
 

Table 1 
 Project No 527-11-830-065
 

Page 2 of 2
 

AID-controlled Other Cash Other 
 Food for Freedom Commodities
 
Fiscal Years 	 Local Currency Contribution Donor Metric Tons CCC Value World Market
 

U.S, Country Cooperating Funds (000) $ Freight Price (000)

owned owned Country ($ Equiv) (000)

$ equi. $ Eq. $ Lquiv.
 

Prior through
 
, FY 1969 196 NA
 
M(See 


narrative)
 

z FY 1970 	 17
 

Oper.
 
FY 1971 40 
 1
 
FY 1972 	 40
 

FY 1973 	 40
 

FY 1974 	 40
 

Total
 
, Life 373
 

'-P. 

0 
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U.S. 	ASSISTANCE TO HOUSING 1961-70 ANNEX A I
 

1. In 1961, AID/DLF authorized a seed capital loan of $7.5 million, matched by a
 
$7.5 million GOP contribution, for the purpose of establishing a Peruvian central
 
housing bank and developing an expanded national savings and loan industry. At the
 

time there were only two functioning savings and loan associations in Peru, both in
 
the capital city of Lima, serving a relatively insignificant number of depositors and
 
borrowers. The U.S. loan and matching Peruvian contribution (now fully disbursed),
 
plus U.S. technical assistance, produced exceptionally positive results:
 

- The Banco de la Vivienda del Peru (BVP), the Peruvian National Housing Bank,
 
was established in 1962.
 

- An increasingly productive Peruvian savings and loan industry was developed, 
presently considered to be the most successful such industry in Latin America. 
The following comparative figures for 6/30/61 and 12/31/70 illustrate the 
industry's solid growth: 

6/30/61 	 12/31/70
 

N* of S & L Associations 2 	 22, with 46 branch offices,
 
operating throughout the
 
country
 

No of Depositor Accounts 7,711 	 407,388
 

Total Net Savings (Cumulative) 42'736,000 soles 1/ 	 4,640,000,000 soles 3/
 

Total Loans Granted (Cumulative) 31'343,000 soles 2/ 	 5,277,000,000 soles 4/
 

A further benefit deriving from the success of this industry has been its positive
 

impact upon the country's savings habits, contributing toward increasing domestic
 

capital formation.
 

1/ 	Equivalent to $1.5 million at 26.80 soles per U.S. $1, then the current
 

exchange rate.
 

2/ 	Equivalent to $1.1 million (at S/.26.80 per $1).
 

3/ 	Equivalent to over $136.9 million computed at 26.80 soles to U.S. $1 for the
 
period 1961 to August 31, 1967 and at 38.70 soles to U.S. $1 thereafter (the
 

26.80 	soles to U.S. $1 rate was in effect until the devaluation of the Peruvian
 
sol 	at the end of August 1967, after which an official "Certificate" rate of
 

soles to U.S. $1 has been in effect up to the present time, although the
33.70 

free market exchange rate has varied somewhat).
 

4/ 	Equivalent to over $154.8 million computed similarly as the figure for deposits
 

in the preceeding Foot Note 3/.
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ANNEX A 2
 
2. In 
1964, the Alianza Sindical Cooperativa (ASINCOOP), a savings and loan
association, was createdwith the assistance of the American Institute for Free Labor
Development (AIFLD), to help serve 
the home financing needs of lower income Peruvian
workers and stimulate workers' savings.
 

3. 
In 1965, AID authorized a $6 million loan, coupled with a $4 million Government
of Peru contribution, for the purpose of financing the construction and purchase of
lower cost housing for Peruvian workers through housing cooperatives and of strength­ening the Peruvian housing cooperative movement.
 

Funds have been disbursed or committed to 
finance the construction and
purchase of 
a total of 2,200 dwelling units, of which 2,068 units are completed and
the balance will be completed within FY 1971. 
 In addition, the 
loan has contributed
towards strengthening the democratic labor movement and the cooperative movement in
Peru by: 
 channeling fifty percent of the loan funds and accompanying Peruvian contri­bution through tSINCOOP, referred to above, for lending, under the supervision of the
BVP, to 
labor union members enrolled in housing cooperatives, and channeling the
remaining fifty percent through local provincial savings and loaLi associations for
lending, also under the supervision of the BVP, to :iiiilar cooperative groups;
enabling Peruvian labor leaders, appointed to the Board of Directors and managerial
positions in ASINCOOP, 
to gain practical experience in the organizacion, management,
and operation of such a needed facility.
 

4., In 1962, AID authorized the guaranty of a private U.S. 
loan in'restment of
$1.2 million to 
finance a housing guaranty project in Lima, the 
fir'St Such AD
guarantied investment in Latin America. 

guarantied privatc U..S 

The success of this and subsequent AID
investments in housing projects in Peru artcracted increasing
interest in the U,So 
and Peruvian private building and investment sectors and led to
a rapidly expanding Peruvian housing investment guaranty (HIG) program.
 

To date:
 

- A total of 12 projects have been authorized, 
Of these 5 (totalling 4,200
dwelling units and $20.28 million in guarantied investmen.s) are completed
and occupied and one project (for $2.9 million) is in construction, with
over 100 dwelling units completed and occupied and another over 400 units
 
projectcd,
 

- AID Guaranty Authorizations have been issued for an additional 6 guarantied
investments for Peru, totalling $42.2 million. 
 (Two of the 6, totalling
$28.28 million, are located in the earthquake affected area and are expected
to be implemented in the near future).
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- An additional $9 million in guaranty authority was programmed for Peru by AID
 
under the 1968 program, for which 6 applications were approved for feasibility
 
study but spectific projects have not been duthorized.
 

In addition to producing needed moderate cost housing, the HIG projects
 
provide:
 

- Effective demonstration of one or more of the following elements of well 
planned and executed housing projects; land planning and technical innovation, 
volume production, efficient use of manpower and materials, production 
scheduling, volume marketing, low down payments, long-term financingo careful 
inspection during consruction, volume mortgage servicing, and techniques for 
maintaining the dollar value of local currency mortgage loan payments. 

A means by which: progressive U.S. private enterprise can make a meaningful
 
contribution, jointly with the Peruvian private sector, towards alleviating
 
one of the country's pressing problems; and by which ke, members of the U.S.
 
and Peruvian housing finance and development industries con establish
 
valuable relationships., with continuing productive potential.
 

A further result of the HIG program, which should be noted, is the consistently
 
positive record of mortgage payments maintained by homeowners in the 5 completed HIG
 
projects9 with a total of 4,200 houses. 
For CY 1969 the overall average percentage
 
of loans with only one monthly payment due was 8.4% and the overall average percent­
age of loans with more than one monthly payment due was 2.5. In the longest occupied
 
project, with over 800 homes (the first of which were completed in 1963), the
 
average percentage of loans with only one payment due was an exceptionally low 17%,
 
and there were no loans with more than one payment due in the entire year. (A review
 
of the 1970 mortgage peyments in completed projects is in process and is expected to
 
be similarly positive).
 

5. Another positive contribution o2 U.S. assistance is the growing pool of
 
increasingly qualified, executive, managerial and administrative personnel in the
 
Per.uvian public and private housing and urban development sectors,
 

6. Other U.So assistaLCe provided under this Project in prior years includes:
 
a $236,000 grant (fully disbursed) to the Government of Peru, authorized by AID
 
in 1961 to help finance a minimum cost, aided self-help housing project, totalling
 
374 dwelling units; a 26,000,000 soles "Cooley" loan (fully disbursed) to Hogares
 
Chavarrias, S.A. (a Peruvian affiliate of World Homes Inc., a U.S. Corporation),
 
authorized by AID in 1964 to finance a low-cost housing project totalling 419
 
dwelling units; U.S. and third country training for a total of 32 Peruvian partici­
pants in housing finance and credit systems, housing policy and institutionss, and
 
related fields.
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U.S. assistance has also been instrumental in providing needed impetus and in
 
stimulating support for housing development in the Peruvian public and private 
housing sectors, leading to acceleration of the annual housing construction rate, 
as evidenced by the production of an estimated 538,000 dwelling units in the period 
1961-70, as compared with 300,000 dwelling units in the preceeding 20-year period
 
1940-1960; establishment oi a Ministry of Housing; and enactment of basic housing
 
legislation.
 

BELCHER
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