
PT) -tt;tF··q~~S-
A~':""CY "OH INT£.HNA'flONA.L OEVELO ..... INT 1. TRANSACTION COllE 

GJ A- ... <id 
PROJELIDATASHEET A C-ChanRc 

. __________ F='--"D'-m~[),e!ete 

1. COl'/lfT R Y IE;"'lTn' 3. PIWJEcr :\lr~OER 

Amelldment Number 

DOCUMENT 
CODE 

3 

__ ...:~_r:_. :_' l_r'._l :~:; ~ __ . _______________ --+~-=,~5;2;:.2-=--,;0~1:..::5:..:5:...--=:J=oI...._c-:--:-__ :--________ -
4. ElCREACIOH'lCE 5, PROjleT TITLl. (ma.xi""'jO~,~O cn.nctns) 

_ . __ ~~:\~ CJ5 =:J Urban Upgradip. 
6 PROIH-r \SSISTA:-;CE COMPI ETIO'oJ DATE IP .. CD) '7 ESTIMA~EDOATEOFO.LIGAnON ~ j r ~ • ~.' . , I . 

(UM ... 'B:' '~l.w, mIn 1, 2, J, .r 4) 

MM I DO I yy ~l 
A. Initial FY i..BluJ 

, 
LaW 1"/ 'I ~i ~. :;1 ~ •. Quartc:r ~ c. riM! FY 

S. COSTS ( ,000 OR EQUI V ALENT $1 =0 ) ----
FIRST FY LIFE OF PIlOjEaf 

...... FCNDL'IIG SOURCE I 
G. Total B. EX c. Lie D. T.tal F,. FX F. LIC - .. 

.... ill Appropriated Tot;o1 

(Grant) ( 200 ) ( ) ( 200 ) ( 200 ) ( ) ( 200 
IWOln) ( ) ( ) ( ) ( ) ( ) ( 

i 

10,000 ()ther I ~'. .-: I ~ 10 () C) 0 10 000 10~ 
c.s. ',':":'.1 I;:> ')00 200 200 200 . -

HOlt COWltry .') 2DD 2.500 2 500 2,500 
Other Oonor(s) 

TOTAL S ..... 10 400 2 500 12 900 10,400 2,500 12,900 
.---~ 

9, SCH~E OF AlD FUNDING ($OOOl 

A. Al'PR( pBRwAR Y C. PRl.\lAR Y O. OllUGA TrONS TO DATE E. AMOUNT APPIlOVED F. LIFE O. PIlOjECT 
PRL"TK)NrURPOSE~T_E_C_K~CO __ D_E~ __________ ~ __________ ~ ________ ~rm~S~A~CTI~~O~N~ ____ -+ ____________ T-________ __ 

CODE I.Grmt 2. Loan 1. Grant 2. Loan 1. Grant 2. Loan 1. Gnnt 2. Lom 

""" ') 867 200. 20 

TOTALS 

10. SECO NDAIl Y TECHNICAL CODES (mu.:m .. m fj cod,.] of J fHritioru Hcn) II. SECONDAll Y PUItPOSE CO 

760 1 1 I -1 ___ ~ ___ ---4 __ 66_3 ____ _ 
12. SPECIA!.. CONCER...\IS CODES (muimum 7 CO.~:J of 4 pesit~ru ~.ch) 

A .. Coce 

B. ,-\mount I 2~~ I 
13. PROJECT PUIlPOSE (mv:imum 4~O ch .... ctns) 

r-- -
To improve the capacity of the municipal governments of Tegucigalpa and 

San Pedro Sula to imp:ement cost recoverable programs to up~rade mar~inal, 
urban communities on a scale sufficien~ to reduce the housin~ .nd infra
structure defisits. 

-. -
14. SCHEDULED EVALUATIONS 15. SOUllCE/ORIGIN OF GOODS AND SEllVlCES 

MM YY MM YY / IMM, YY / 
~tt~ 101518111. I I ! I~ l=fl~~~O~I~S~18~1~31~~~~~ .. ~.~~~~~I~~·~~~~.~~~o=ilia~(~~~,n~b~) ~~~ 

Ii. AMENDMENTS/NATURE OF CHANGE PROPOSED (This is,.., 1 ., • _ /MI' p~ Alllm.mln") 

17. APPROVED 
BY 

-i-I.DATE DOCUMF·NT IlECEIV 
IN AJDfW, Oil FOil AJD{W DO 

~--~~~~~~~~~~~~----r-----------------~ WENT~DATEOrD~~Ul 



PROJECT AUTHORIZATION 

Name of Country: 

Name of Project: 

Number of Project: 

The Republic of Honduras 

Urban Upgrading 

522-0155 

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amend~d, I 
hereby au thorize the Urban Upgrading Project for thf.! Republic of Honduras involving 
planned obligations of not to exceed Two Hundred Thousiond United States Dollars 
($200,000) in grant funds over a t'.\IO yel::.I' period from date of authorization, subject 
to the availability of funds in accordance with the A.LD OYB/allotment process, to 
help in financing foreign exchange costs for the project. 

2. The rroject consists of providing technical assistance to the municipality of San 
Pedro Sula and the :'Iletropolitan Council of the Central District in support of the 
development objectives of the Urbrm Upgrading Housing Investment Guaranty Pt·ogram. 

3. The Project Agreement which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and Delega
tions of Authority shall be subject to the following essential term~ and covenants and 
major conditions, together with such other terms and conditions as A.I.D. may deem 
appropriate. 

4. Source and Origin of Goods and Services 

Goods and services, except for ocean shipping, financed by A.I.D. under the project 
shall i:ave their source and origin in the Central American Common Market Countries, 
and in countries included in A.I.D. Geographic Code 9,(1, except as A.I.D. may otherwise 
agree .In wri ting. 

Ocean shipping financed by A.I.D. under the project shail, except as A.I.D. may otherwise 
agree in writing, be financed only on flag vessels of the United States. 
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5. Condition Precedent to Initial Disbursement 

Borrower shall submit, in form and substance satisfactory to A.I.D., an analysis of the 
potential im P9.ct of the Project on the water supply of Tegucigalpa and the plan of 
the Borrower to deal with the increased demand for water. 

Clearances: 

Acting Assistance Adm nistrator 
Bureau for Latin America 

and the Caribbean 

LAC/DR:CPeasley: ,': date " J / ' 

LAC/ l.lN: ~1Sch\'Jartz~ date~. 
LAC/DR::'I1Brown: 'S+-date )/,(1 ('J 
SER/COM:HSchmeisser· 1ate . 
SER/CM : PCa s tee l"(,:,·:.,,1k.pa te~: 
GC/LA C:JLKessler':ckg:S-/2/f,O:ext:23 272 
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GUARANTY AUTHORIZATION 

PROJECT 522-HG-006 

Provided From: Housing Guaranty AiJthority 

To Government of Honduras 

For Urban Urgreding - 522-HG-006 

Pursuant to the authority vested in the Acting Assistant Administrator, Bureau fOl' Latin 
AmHica and tile Caribbean by the Foreign Assista.nce Act of 1961, as amended (FAA), and 
the deleg3.tions of authority issued thereunder, I hereby authorize the issuance of 
guaranties pursuant to Section 222 of the FAA of not to exceed ten million dollllrs 
($10,000,000) in f:..l.ce arnount, for activities assuring a~ainst losses of not to exceed one 
hundred percent (\00°6) of loan investment and interest, with respect to loans by eligible 
U.S. investors ~"lnvestor") aeceptable to A.LD. made to finance urban upgrading projects 
(IlProjects")in Eonduras. 

This guaranty shall be subject to the followir.g terms and conditions: 

1. Term of Guaranty: The loan shall extend for a period of up to thirty years (30) 
from the date of disbursement and may include a grace pe~iod of up to ten years 
on repayment of principal. The guaranty of the loan shall extend for a period 
beginning with the first disbursement of the lORn Rnd shall continue until such 
time as the Investor has been paid in full pursuant to the terms of the loan. 

2. Interest Rate: The rate of interest payable to t! Ie Investor pursuant to the loan 
shall not exceed the allow!:1ble rate of interest prescribed pursuant to Section 
223(f) of the FAA and shall be consistent with rates of interest generally 
available for similar types of loans made in the long term United States capital 
markets. 

3. Government of Honduras Guaranty: The Government of Honduras shall provide 
for a full faith and credit guaranty indemnifying A.I.D. in United Sta tes dollars 
assul'ing- against 9.11 losses arising by virtue of A.I.D.'s guaranty to the Investor or 
from non-payment of the guaranty fee. 

4. Fee: The fee of the United States shall be payable by Borrower in dollars and 
shall be one-half percent (1/2%) per annum of the outstanding guarantied amount 
of the loan plus a fixerl amount equal to one percent (1%) of the amount of lhe 
loan authorized, or any part thereof, to be paid as A.I.D. may determine upon 
disbursement of the loan. 
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5. Other Terms and Conr.itions: The guaranty shall be subject to such other tel'ms 
Hnu (,l:!;(~ltions ~~'j .... l.l~. n":ly dC'em necessary, includinr, a covenant by the 
Borro',lel' thHt the twndits of the loan will flow dil'ectlv to families earning 
belol" the :l;ecii1.ln inco:ne In the applicable urban area~ and the follolflinl! 
cunllition o"cct:'cent to the fi:st cisbursement: Borro.ver sll.Jll submit, in form 
and sll'~stl1llce ~ttisl':cturv to ,\.1.u., an analysis of the potential impact of the 
Project on \':atcr supply In '1 e';t1c:'"I'8.1oa and the plan of [he Borro\,:er to deli1 with 
the increuseL cernand for water. 

---------------7r~~~E~d".rdl\~~~-------
Acting Assistant Administrator 

Bureau for Latin America and Caribbean 
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barrio marginal 

candil 
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concejalia 
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gerencia 
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personeria juridica 

promotor 

pulperia 

repartos marginados 

terreno ejidal 

G LOS 5 A R Y 

neighborhood or community 

marginal community or neighborhood 

tin-can light using kerosene and a wick 

hut, hovel 

synonymous with barrio, or neighborhood 

administrative unit headed by a city councilman (in 
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note 
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I. SU+4AR Y At-{) RECOt+ENOAT IONS 

A. Recommendations 

USAID/Honduras recommends authorization of a $10.0 million Housing 
Guaranty (HG) for up to 30 Years, including a grace period of up to 10 
years,and a $0.2 million Development Grant for urban upgrading in Tegucigalpa 
and San Pedro Sula. 

B. Summary Project Description 

The goal of the Project is to assist the municipal governments of 
Tegucigalpa and San Pedro Sula to improve the conditions of their urban poor 
who live in marginal communities. To this end, the Project will: 

1. finance packages of infr~structure services in the marginal 
cOlTlTlu,lities (barrios marginales) on a cost recovf'rable basis. The 
infrastructure services can Include street paving, pedestrian walks, storm 
drainage, potable water, sanitary sewerage, and street lighting. The 
community organizations (patronatos) and the respective muncipality will 
decide jointly on the actual mix of improvements and their priorities in any 
given barrio. As a rule, water and sewer projects will be designed to include 
the connections to individual properties. Some off-site infrastructure also 
can be financed when it is necessary to connect a barrio to existing utility 
systems and access streets. 

2. finance simple home improvements such as the installation of 
permanent walls 3nd roofs, concrete floors and foundations, doors and windows, 
and house connections for electricity, water and sewerage when not already 
included in the project to provide such services to the community. 

The target group is the 43,000 households in Tegucigalpa and 26,000 
households in San Pedro Sula which either are already or by 1983 will be 
livving in the marginal communities of the two cities. Such communities are 
characterized by the deficient delivery of basic services, such as water, and 
by the generally deteriorated condition of the hOUSing stock. This project 
will benefit about 40% of those households. The Project will provide some 
basiG infrastructure services to about 80 marginal communities with an 
estimated 31,000 families, and it will finance home improvements for some 
2,000-2,500 housing units. 

To support Project implementation, a $200,000 Oevelopment Grant will 
finance technical assistance to improve the capacity of the municipalities of 
Tegucigalpa and San Pedro Sula to recover investments in infrastructure in 
marginal communities, to assist in training the leaders of cownunity 
organizations (patronatos) and to strengthen the municipal offices which work 
with those organizations. 



- 2 -

In a closely relatee effort, $200,000 of IIPUP 11 f~~ds will fin~nce small 
pilot projects to develop, conduct and evaluate programs which address 
particular problems relatea to theocial aspects of community upgradi~. An 
example of sucn proolems are those confronted by households headed by women. 
It is expected that tnis practical research effort will lead to the inclusion 
of social development programs on a broader scale in future upgradjng projects. 

The aorrower will be the Ivlinistry of Finance acting for the mH. It will 
pass the Project funds to the municipal governments of Tegucigalpa and San 
Pedro Sula, which will have overall responsibility for the coordination and 
management of tne prGject. Other cooperating agencies are INVA, FACACH, 
SANAA, and ENEE. INVA, the National Housing Agency and FACACH, the Honduran 
Credit Union Federation will act as financial intermediaries in the home 
improvement loan activity on behalf of the municipalities. SANAA and ENEE are 
the water arid sewer and power authorities, respectively. SANAA will assist 
the municipality of Tegucigalpa with water and sewer projects. (San Pedro 
Sula has its own water authority.) ENEE will assist in projects involving 
street lighting or electrification. Much of the infrastructure construction 
will be contracted to private firms and all of tile home improvements will be 
done by the private sector. 

The cost of installing basic services will be charged to the residents of 
the communities receiving those services. The cost recuperation will be 
hand leo through various mechanisms currently available to the municipalities. 
Typical terms will be 10 years at 15%. 

Individuals optinQ for a home improvement loan will repay it at prev3iling 
commercial loan terms in Honduras, flat is between 17 and 19% for up to three 
years. These terms relate to an expected rate for the HG loan of 14.5 to 
15%. INVA and FACACH keep the spredd to cover their costs. 

All surplus reflows from the recuperation of the basic service investments 
and home improvement loans will be placed in a revolving fund to repay the HG 
and, to the extent that funds are available, to finance similar new 
investments and loans. This fund will bear the risk of shortfalls between 
collections and HG repayment obligations. The GOH will bear the foreign 
exchange risk, and, as The Borrower, bears the ultimate responsibility for 
repayment in the event that sufficient funds are not available in the 
revolving fund. 

11 IIPUP = Integrated Improvement Program for the Urban Poor, a 05/8 project 
authorized on August 22, 1978 to help in the design and implementation of 
the social and economic components of shelter projects. 



Activity -
1. Community Improvement 

2. Home Improvements 

3. Technical Assistance 

TOT A L 

Activi~ 

Community Improvement 

water 
Sewerage 
Drainage 
Package 1/ 

Home Irrpro'/em~nts 

Roof 
Walls 
Floor 

- 3 -

TABLE 1 

Summary Cost Estimate 
and 

FinancTci'1 Plan 
($. 000' s) 

A I D Local Contribution TOTAL 
HG DG TEG. SPS 

9,000 2,000 

1,000 

200 -
10,000 200 2,000 

TABLE 2 

Illustrative Activitl Costs 
and Affordablll y 

Cost/Household 1/ 
(US$'s) 

95 
117 

25 
358 

320 
230 
150 

500 

500 

11,500 

1,000 

200 

12,700 

Affordability 2/ 
(~ Target Grou~T 

95 
94 
99 
81 

43 
65 
81 

1/ Cost and data on iffo~dability are for Tegucigilpa. Costs in San Pedro 
Sula are lower. 

2/ This is based on 15%, 10 years for community improvements and 1~, 3 yeirs 
for home improvements. 

3/ Consists of street piving or pedestrian Wilks, storm driinige, witer ind 
sewerage. 
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Project construction activities are expected to begin almost immediately 
in Tegucigalpa and by Octobp.r, 1980 in San Pedro Sula. Those investments by 
both municipalities, approved by AID, initiated as of the date of 
author ization of this Project, will be eligible for HG financing. The entire 
Project is expected to be concluded by mid-1983. 

Tne municipalities of Tegucigalpa and San Pedro Sula hav~ sufficl~nt 
technical and managerial capacity to implement the Project. The utility 
concessionaires have a great deal of successful experience in infrastructure 
works of the type financed by this Project. INVA and FACACH will be able to 
process and administer the financial aspects of home improvemE~t loans. The 
social outreach and promotion activities for both home improvement loans and 
for infrastructure projects will be the responsibility of community 
development departments of the municipalities, working with the patronatos. 

USAID and RHUDO/ROCAP will jointly implement and evaluate the Project with 
the two municipalities on an on-going basis. A regular evaluation as per the 
DS/H Manual is planned. An end of project impact evaluation will be ~ade as 
well. 

D. Project Issues 

The principal issues raised in the DAEC review of the PID (state 
048209, Annex A.l.) and the findings on those issues as a result of intensive 
review ar~: 

1. Target population attitudes and income. An analysis of the 
potential beneficIaries' ability to pay t'or Project items makes it clear that 
the target group will be eligible to partisipate on the basis of household 
income. A survey of the preferences of the residents in the marginal 
settlements indicates that they are willing to pay for the project services. 
The effective demand will far exceed the Project resources, but the magnitude 
of the resources available will enable Tegucigalpa and San Pedro Sula to 
reverse the process of accumulating deficits in physic21 services. Section 
III-E-l (IiFinancial Analysis, Effective Demand") demonstrates that the Project 
components are affordable by the target group with terms of 15%/10 years for 
basic services and 17%/3 years for home improvements. For example, 78% of the 
target group in Tegucigalpa and 86% in San Pedro Sula could afford the entire 
infrastructure package--street paving, pedestrian walks, storm drainage, 
street lighting, and water and sewerage. However, all residents of a 
participating barrio will receive the benefits and it is the policy of the two 
municipalities that all residents of communities benefited by public 
investments in basic services must make some contribution to the ammortization 
of that investment. The practice in Tegucigalpa is to assess a corresponding 
share to all affected properties. The problems of those families unable to 
meet the required payments are then addressed on an individual basis by the 
Community Development Department. The most frequent solution used is to 
extend the repayment period for a longer term, thus reducing the monthly 
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amount owed. San Pedro Sula will adopt similar procedures. The cash flow 
analysis (S~~ Annex 0.1.) indicates that the Project is financially viable, 
even if 30% of the households repay over 3D years (instead of 15 years). 

Renters represent about 30% of the target group. While no significant 
difference was found between the incomes of renters and non-renters, renters 
are paying more on the average th8n owners for housing costs. As a result, 
renters have less disposable income remaining to cover the increases in 
housin~ costs that will occur as a consequence of the Project. Some 
displacement of renters js inevitable, the degree of which will depend upon 
the amount of increased costs that are passed on from the owner to the 
renter. Rent controls are not considered an appropriate tool for minimizing 
this djsplacement because the market distortions that are introduced 
eventually work to the detriment of the very group that they are intended to 
protect. There is, however, reason to believe that due to the fact that such 
a large percentage of the target group's housing stock is being effected by 
the Project the demand side of the market equation will work to inhibit owners 
from passing on all costs to renters.* Consequently, owners who are presently 
changing what the market will bear will have to absorb some of the cost 
increases, thereby minimizing displacement. For those that are displaced, 
some may in fact become owners in sites and services projects which .re to be 
built in Tegucigalpa and San Pedro Sula. The mast indigent will move on to an 
unimproved site, with the possibility of improving their housing situation 
later on if their incomes improve. 

2. Project Focus. 

(a) Geographic. The Project will be concentrated in Tegucigalp; 
and San Pedro Sula, the two largest cities in Honduras. The rationale for 
this is twofold. First, the Project intends to involve municipil governments 
in addressing the shelter needs of the urban poor on an expeditious basis. 
Tegucigalpa and, to a lesser extent, San Pedro Sula are the only two cities in 
Honduras whjch now have the capacity to manage this kind of program. The 
smaller towns and cities do not now have this capability and to develop it 
would require large amounts of technical assistance and del.y project 
implementation. 

Second, the Project will be complemented by the Municipal Development Bink 
II loan which will be operating simultaneously and which will be exclusively 
for cities and towns other than Tegucigalpa and San Pedro Sula. Although 
8ANMA II does not include home improvement loans, it can be expected to 
finance many of the same types of basic service improvements in those ireas 
that this Project will finance in the two major cities. 

(b) Income Group. The feasibility of including as Project 
beneficiaries the very lowest income groups also has been examined. Wit.h the 
basic service improvements no one will be excluded on the basis of income. 
Between 20 and 50% of the target group will not be able to afford borrowing for 

*The Mission will, as a part of its ongoing eViluition process, monitor the 
project's effects, if any, an rental rates in the target barrios. 
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individual home improvements, depending on the type of improvement (See Table 
2, above). The Proj9Ct will demonstrate that local governments can use market 
rate funds to upgrade the shelter conditions of the urban poor; and that, with 
flexible terms this can reach the target group without prejudicing the ability 
of the local governments to repay the borrowed funds. Inevitably, however, 
there will remain a small group at the very bottom of the income range who 
must be treated on an individual basis. (See Section IIl-E-4, "Cost Recovery.) 

3. Construction Activities. Section II-B-3 ("Planned Outputs") 
describes the scope of construction activities. The construction activities 
will include providing water and sewer-main connections from the street to the 
house and the construction of secondary water systems. It will not finance 
the installation of primary distribution systems. An engineer who is a 
specialist in water and sewerage systems was a member of the project 
development team. 

4. Relation to other AID Activities. 

(a) The Shelter for the Urban POur (522-HG-005) project, 
approved in FY78, include~ $1.26 million of HG funds for home improvement 
loans. Even if these funds were to be directed to the same client groups 
contemplated for this Project, the effective demand for home improvement loans 
is so great that it would absorb all of the resourc~s available. An analysis 
of the income and the income distribution of the target group in Tegucigalpa 
and San Pedro Sula indicates that $22 million of home improvement loans could 
be affordeu by the target group over a three-year period. The proposed loan 
together with the INVA loan could service only 10% of the existing potential 
demand or 50% of the annual increase in potential demand through new household 
formation alone. 1/ 

The DAEC also inquired whether home plumbing would qualify for home 
improvement loans. It would. The installation of home plumbing complements 
and maximizes the benefit of providing water and sewerage systems under the 
public services component of the loan. As a further measure to facilitate the 
access of the target group to water and sewer services, projects to construct 
such systems in the marginal comrr.unities, as a rule, will be designed to 
include individual hook-ups. 

(b) The Urban/Regional Assessment is not a prerequisite for the 
present Project. The basis for the Mission's long-range strategy is to be 
laid in the Urban/Regional Assessment, the principal outcome of which will be 
an Urban/Regional Information System to facilitate continual analysis of urban 
and regional development problems, thereby strengthening GOH planning efforts 
in those areas. The first results should become available in 1981 and should 

1/ These calculations assume that 10% of family income is available to pay 
for an additional room. (See Table 8, "Affordability of Project Items. n) 
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suggest concrete policies for more concentrated and rational urban 
development. It will provide, as well, an analysis of the pattern of the flow 
of goods, services, and people in regional and urban spatial systems. The 
~ssessment will provide the analytical basis for economic development 
strategies by revealing the linkages in regional eco0omic systems. However, 
the Assessment will not produce a detailed list of infrastructure deficiencies 
in specific cities. These already are known for Tegucigalpa and San Pedro 
Sula and the Mission has proposed to go forward with actions which meet these 
clear needs. The large unsatisfied demand for basic infrastructure in 
Tegucigalpa and San Pedro Sula is such a need. 

The CDSS, di'.ltec February 15, 1980, states in part, "Current urban AID 
programs are focusing on HG financed low cost housing and urban upgrading, 
~rincipally in the two major cities ... The program also is attempting on a 
pilot basis, to integrate the provision of social services and physical 
improvements ... " (p.52). The CDSS gues on to point out that since " ... the 
shift to civilian government will imply some shift of power to elected local 
representatives, we find it likely that AIO strategy will include supporting 
the development of local governments-i.e. munic:pal planning and implementing 
capabilities ... " (p. 53). The Project serves these two objectives. 

5. National and municipal urban development strategies. 

(a) National. The Project is consistent with the National 
Housing Plan 1979-83, which sets as two of its major objectives and goals: 
(i) improving the physical and environmental conditions of substandard 
shelter, and (ii) concentrating public sector actions on the low-income 
population. Its main purpose is to upgrade the shelter of, and provide basic 
services to low-income households in the marginal areas of Tegucigalpa and San 
Pedro Sula. 

(b) Municipal. The Metropolitan Master Plan (ESquema de 
Ordenamiento Metropolitano - EDOM) for Tegucigalpa in 1976, as well as the 
Urban Development Plan for San Pedro Sula, both of which were adopted in 1976, 
both refer to the problems faced by marginal areas lacking in basic services. 
The EDCJv1 speci fically refers to the need to place a high priority on providing 
basic services to the tugurios, and indicates the need to identify the 
additional resources required to carry out such a program (Vol. II, Chapter 5, 
p.19). In fact, the municipality of Tegucigalpa has been seeking financiOQ 
for an upgrading program since at least 1978, when it made such a request to 
ttle World Bank. The Bank has not responded. A loan for urban upgrading is 
not presently included in its country program for Honduras. 

Volume I of the San Pedro Sula Plan refers to the 40% qualitative housing 
deficit (i.e. lacking services) (p.81) and proposes measures to provide 
services in those areas on a priority basis (p. 128). The Municipal Planning 
director has stated that an even clearer reference to an upgrading program 
will be included in a revision of the plan currently underway. 
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The investment necessary to address the basic service needs of the annual 
increase in marginal community residents, following Project conclusion, is 
approximately $735,000 in Tegucigalpa and $220,000 in San Pedro Sula. This 
level is not much greater than the average annual contribution of the 
municipalities for this Project ($666,000 in Tegucigalpa and $155,000 in San 
0edro SlJla). Given the clear commitment of both municipal governments to 
upqrading, it is reasonable to expect that they will dedicate the necessary 
funds from their annlJal investment budgets and will continue to borrow 
commercially to maintain at least this level of activity. 

6. Coordination Mechanisms. Section III.B. (IIAdministrative 
Feasibility") identifies the implementing agencies, how they relate to each 
other, and how Project funds will be handled. Consistent with the project goal 
of involving the cities in shelter sector activities. Tegucigalpa and San 
Pedro Sula each will control its share of Project funds, coordinate Project 
activities, and manage the reflows without the need for any national 
coordinating agency. 

7. Land Tenure. Land tenure has long been a serious problem, in 
TegucigaJpa and San Pedro Sula. More than half the marginal community 
residents are buying land under lease/purchase contracts in illegal 
subdivisions, where, for reasons of non-conformity with land subdivision 
standards, individual lots cannot be titled. Decree No. 833, dated November 
10, 1979, and its Regulations dated February 4, 1980, provide mechanisms to 
deal expeditiously with urban land tenure questions for the first time. The 
Decree requires that the owners (lessors) of property sold in unauthorized, 
non-conforming subdivisions install basic services. If they fail to comply,. 
the municipal government will do so at the owner's expense, confiscating 
payments made by purchasers (lessees) to the landowner to cover the cost of 
the services. The Implementing Regulations for Tegucigalpa define the basic 
services as including water, sewerage, and electricity. The Municipal 
Government of Tegucigalpa intends to use its authority under the Decree to 
resolve existing problems in illegal subdivisions, although the thrust of the 
Decree effectively is to stop future illegal land developments. There are four' 
marginal communities in Tegucigalpa where the Decree already has been 
invoked. Most future land developments will be done by the city itself and by' 
properly authorized private developers. Where required, use of the powers: 
conferred by the Decree will be made a prerequisite of any subproject. The 
Decree can ~e applied witrlin 30 days in Tegucigalpa. In San Pedro Sula its 
application will require the prior adoption of an implementing regulation. 
Since the municipality already has subdivision standards and can draw from the 
experience in Tegucigalpa, this should not be a problem at all. ConsequentlYt 
tenure problems will not delay project activities. 

In any event, the Implementation Agreement will contain a covenant 
restricting infrastructure improvements to communities where either there are 
no land tenure problems or these that do exist can be resolved before 
construction begins. 
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8. Reflows. The Implpmentation Agreement will contain a covenant 
prllvicinc that excess renows be used to establish a revolving fund in 
Tecucic2ipa and in ~an Pedro 5ula from which loans will be made for additional 
com~Jn {tv : rrprovemeflts and home improvement loans. The improvements would be 
rf thp ~arT'e type as those fundec by this Project and for the same target 
'-:rr'_'r. 1 hp [Pvr 1 v ina fL.;nd acccunts would be separate from other accounts; 
fun~~ WOUlD rot ~P us~d for other than project activities. The governments of 
hath ritjes ~2ve a~rped to this in discussions, and it is included as a 
rr"er1arlt. 

Q Social Services. $200,000 in grant funds will be used to 
SlJDprrt 8fC1 ;pct implementation. This will include $80,000 to increase the 
cooac i hi 8nc capabil ity of the patronatos cmd of the municipal community 
revelopmeflt neDartments to oeal with community upgrading activities. An 
~o(:iticral $200,OOC of IIPUP fUflds will be used to conduct research which has 
Dr2rUC'?1 irnol.ications for the social aspects of community upqrading programs 
in cenpraJ. Nhile conducted in conjunction with this project, the results 
will ~e?c to a more comprehensive approach to upgrading projects in general by 
~tterT'Dtino to deal with the social as well as the physical problems of 
m~roinal communities. Pilot projects will experinent with programs in two or 
thrpe barrios to identify special social needs, to devise programs to address 
these reeds, and to evaluate the program results. (See Section II-B-4-b, 
"Project Inputs", Techniccll Assistance.) 

10. Environmental Considerations. The Implementation Agreement will 
incluce a covenant providing that environmental conditions which could 
adversely affect a community will be taken into account in sub-project 
planning and design. Such environmental conditions will be considered when 
approving specific subprojects. The proposed criteria for determining 
subproject eligibility (See Annex E.2.) take into account the environmental 
concerns identified for this project. RHUDO/ROCAP staff and consultants will 
assist the two municipalities in the use of these criteria. These actions are 
in conformity with the recommendations of the lEE prepared for this Project. 
(~nnex E.6. pp. 8-9) 
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II. PROJECT DESCRIPTION 

A. Background 

1. Overview. Honduras has the second lowest per capita income in 
Latin ~merica (nigher only than that of Haiti) and the highest rate of 
population growth (3.5% per year). The population of Tegucigalpa and San 
Pedro Sula is increasing by 6.2% annually, their marginal neighborhoods at a 
12% annual rate. 11 In 1979, an estimated 38% of all Hondurans lived in urban 
areas 2/ and this-is projected to ircrease to 55% by the year 2000. A little 
over half (54%) of the total urban population is in the two largest cities of 
Tegucigalpa and San Pedro Sula. 

Honduras has not been able to cope with the shelter needs of low-income 
families, especially those in its two largest cities. The 1974 Census of 
Housing for Honduras sho~ed that 60% of the urban and rural housing units 
suffered major structural deficiencies or basic infrastructure service 
Cleficiencies. Hlis translates into 316,000 housing units which needed repair 
or replacement in 1974. However, from 1974 to 1977 the formal housing sector 
only produced an average of 6,000 units a year. This represents approximately 
40% of the increase in the housing stock which would be required in the two 
major cities in order to keep up with the increase in the formation of new 
households. The shelter deficit continues to grow. 

Tne re lati vely small amount of fc.J3::nal-sector low-ircooe housing produced 
has meant that the majority of the urban population has built its own 
shelter. The units are usually built in uf1Jlanned, illegal, or undeveloped 
areas which lack basic services and which feature poor health conditions. 
Most units have no connection or access to a potable water system, sewerage, 
drainage, or garbage collection. Approximately 60% of the units in 
Teguciga.lpa and San F)edro Sula are without private indoor plumbing, water, or 
a flush toilet. 

Low-income fam.ilies typically pay US$lO to US$40 per month to rent or buy 
units on land which often is not legally titled. Tenure problems result from 
one of two conditions. Some families are on land which they do not own. More 
frequently, however, the families occupy land which they are buying under a 
lease-purchase contract in a privately owned development which has not been 
authorized by tile municipal authorities. Individual lots cannot be registered 
legally until a subdivision conforms to municipal regulations. The 
municipalities of San Pedro Sula and Tegucigalpa have carried out sporadic 
partial improvements but until very recently have been unable to mount 
permanent prog:rams to upgrade marginal areas. 

11 An extrapolation of the growth rate between the 1961 and 1974 Census 
produces estimates of the 1980 population of TegUCigalpa as 360,000; San 
Pedro Sula, 220,000. 

21 Defined as population centers with more than 2,000 people. 
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In addition to the shortage of basic infrastructure services, there are 
~~jor ~eficiencies in the urban housing stock itself. The 1974 Housing Census 
snowed that 67.5% of the urban units were built of adobe, dirt and wood, wood 
sticks, cane, or other temporary materials; over 26% had dirt floors; 44% 
:onsisted of ~wo rooms or less; and over 21% were classified as cuarterias, 
rented sinqle rooms with shared kitchens ~nd sanitary facilities. 
Approximately 60% of the units in Tegucigalpa and San Pedro Sula are severely 
overcrowded. 

From June to October of 1979, an intensive stLJdy was made of marginal 
urDan areas. 1/ The living conditions of the urban poor and of the 
institutions and agencies on which they depe~d for social and shelter services 
were analyzed. The major findings include: 

a. Target group living conditions. The target qroup for this 
Project includes the residents of marginal barrios in Tegucigalpa and San 
Pedro Sula. These barrios are the poorest urban neighborhoods, characterized 
by inadequate housing, a lack of potable water, roads, and sewerage, and poor 
social services. Within these marginal barrios there are at least four 
distinct sub-groups: rencers of cuarterias, squatters, renters of private 
houses, and owners of houses or residents who are buying houses under 
lease-purchase contracts. This study found that income is correlated with 
housinq type, an assertion which was subsequently disproved by the more 
rigorous research in the marginal communities conducted in preparing this 
paper. Marginal barrios have the highest unemployment rates in the country. 
Most residents feel that the lack of steady employment is their major problem, 
followed by shortfalls in housing and related services. Poor health is • 
major problem and is linked to shelter conditions such as deficient sewerage 
systems. 

The majority of the urban poor target group do not have access to a 
potable water system in their homes. In Tegucigalpa, 44% of the total 
population is without access to a potable water system; in San Pedro Sula, the 
figure is 43%. The families which are without access to a water system pay 
five to nine times more for water per unit, than families with connections. 

The most common form of organization in the marginal barrios is the 
patronato--a community organized group with local leaders that carry out loc.l 
development projects and social activities. There are 64 patronatos in 
Tegucigalpa and 120 in San Pedro Sula. Tegucigalpa and San Pedro Sula have 
set up community development departments which work directly with the 
patronatos. Both mayors meet at least once a week with representatives of the 
patronatos to discuss community problems and projects. 

1/ PADCD, IIPUP Studies. Field work covered Tegucigalpa, San Pedro Sula, 
Choluteca, and La Ceiba. 
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b. The tJonduras social 
service delivery sys em ea 1119 'Nl e ur an poor at the national level 
consists of the Naticnal Social Welfare Beard and the Ministries of Public 
Health and Education. The Social WeHare Board's programs have been largely 
in rural areas. Those of the Ministry of Health dealing with urban marginal 
communities are focused on curative rather than preventive care. The Ministry 
of ~ducation has a program of adult education, but jt has not reached a large 
enough number of the urDan poor to have any Significant impact. The 
~unicipalities are largely responsible for addressing the problems of the poor 
ana for helping community groups work with the national public institutions. 
Tegucigalpa and San Pedro Sula have good community development departments 
which assist community organizations in obtaining services and in carrying out 
infrastructure projects. 

2. Relation to GOH Priorities. The 1976 National Housing Policy 
expressed the ~determination to looK at the shelter sector within the 
context of overall economic and social development. It expressed an intent to 
treat shelter in the context of employment generation, social services, and 
realth condHions. The concept was shelter together with ancillary physical 
and social services. 

The influence of the Policy is reflected in the National tJousing Plan, 
1979-1983. It recognizes that ttle shelter conditions of the urban poor cannot 
be improved to any great extent by formal construction of additional housing 
units. The problem is just too vast and too far beyond the economic capacity 
of the country to deal with iil that manner wi thin any foreseeable time frame,. 
The Plan realistically focusses on three programs: (i) sites and services, 
(ii) barrio upgrading, and (iii) rural housing. The barrio upgrading program 
will, "Improve the conditions and quality of the existing housing occ4)ied by 
very 10w-inc8me families: structures, basic services, am the environnent. 1I 11 
It is directed at marginal areas in Tegucigalpa, San Pedro Sula and secondary 
cities and towns. Accordingly, the Plan proposes to make available basic 
infrastructure services to the settlements and improve some 18,000 housing 
units at an average cost of $750. The present project supports this approach, 
although it is based on a much lower cost per solution. 

3. Mission strate
r
y. A stated objective of the CDSS is the 

improvement of the quality 0 life in urban areas through urban investment and 
service programs which focus on the supply of shelter services affordable by 
the poor on a self-sustaining basiS, the support of informal shelter· 
activities, and assistance in developing mechanisms to plan ard coordinate the 
delivery of social services to the urban poor. The COSS proposes the use of 
HG loans in the shelter and infrastructure components of urban programs so 
that highly concessional financing can be reserved in large measure for use in 
rural areas. This project has been designed with this general strategy in 
mind. 

1/ Plan Nacional de Vivienda 1979-1983, p. 21. 
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Mission programs in the urban/regional sector include the Municipal 
Development Bank project (BANMA II: 522-0164), the Shelter for the Urban Poor 
project (522-HG-005) and the Urban/Regional Assessment. The BANMA II project 
will provide $5 million to assist Honduran municipalities apart from 
Tegucigalpa and San Pedro Sula and specially those whose annual tax revenue 
amounts to less than $37,500 per municipality, a target group which includes 
over 90% of all municipalities in Honduras. In contrast, this Project was 
designed to provide assistance to the urban poor of Tegucigalpa and San Pedro 
Sula with HG funds, a recognition of the relative well-being and 
sophistication of these two municipalities. To the extent that long-term 
capital market funds can be used by these municipalitie~, the Central 
Government will be able to devote correspondingly more of its concessional 
resources to poorer municipalities, such as those being assisted by the BANMA 
II project. 

The Shelter for the Urban Poor project addresses the needs for new and 
improved shelter in Honduras through the formal housing sector whic~ produces 
about 40% of the new housing required in the two major cities. The remaining 
60% of the housing requirement is provided by the informal sector. Only by 
working through both the formal and jnformal sectors can the housing deficit 
ever be reduced significantly. The upgrading approach is indicated because it 
is cost effective and because there is already in place in the target 
communities a substantial investment in shelter and services as well as soci~l 
organizations. Thus, through Shelter for the Urban Poor and this Project, the 
Mission is dealing with the problem on both fronts. 

The basis for the Mission's long-range urban/regional strategy is being 
laid in the Urban Regional Assessment, the principal outcome of which will be 
an Urban/Regional Information System to facilitate continuing analysis of 
urban and regional development problems, thereby strengthening GOH planning 
efforts in these areas. The short-term output of the Assessment, to be ready 
in 1981, will be recommendations with regard to policies for accelerated 
efforts in the development of urban areas. The Assessment also will provide 
the analytical base for a possible Urban Sector Loan in 1982. 

The majority of the families residing in the marginal barrios of 
Tegucigalpa and San Pedro Sula lack water (55%), sewerage (65%) or drainage 
services (90%). Further analysis is not required to establish the nee~ for 
these services. In addition, the pilot activities to be undertaken in the 
area of social services by this Project will generate new information which 
could be important for the design of social services programs for an Urban 
Sector project which may be proposed at the conclusion of the Assessment. 

4. Shelter and Related Assistance Programs. Over the past 12 years, AID 
has provided over $14 million ($7 million each HG and DL) to finance some 
3,500 new housing units in HOllduras at an average cost of $4,100. An 
additional $10.5 million HG authorized in 1978, the Shelter for the Urban Poor 
project, will finance some 6,000 additional shelter solutions (including 
housing units and home improvement loans) at an average cost of $2,450. The 
trend in AID shelter assistance is toward lower cost solutions which are 
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responsive to the needs and financial capacity of the urban poor. This 
Project, with an average cost per solution of about $400, accelerates that 
trend. 

The lOB also has been providing shelter assistance to Honduras. INVA has 
received loans for $6.8 million from the IoB with which it has financed 5,600 
units at an average cost of $1,200. The lOB currently is negotiating a loan 
with the municipal government of Tegucigalpa to finance some 2,500 sites and 
services units at an average cost of $1,750 11 and related facilities 
(schools, parks, employment generation). The project would be administered by 
a recently created PVO, FUNVIMINH. 

lOB 102ns to SANAA for urban water projects are important for the success 
of this project. The most recent loan .includes the construction of major 
water systems in Tegucigalpa and San Pedro Sula. The lOB water projects will 
finance the construction of the primary water supply and distribution networks 
to the settlement level. This Project will finance secondary water 
distribution networks and home connections within the settlements. 

B. Detailed Project Description 

1. Project Goal. The goal is to improve the living conditions of 
the urban poor in the marginal settlements of Tegucigalpa and San Pedro Sula. 

2. Project Purpose. The purpose of the Project is to improve the 
capacity of the municipal governments of Tegucigalpa and San Pedro Sula to 
implement cost-recoverable programs to upgrade marginal, urban communities on 
a scale sufficient to reduce the housing and infrastructure deficits. 

The Project reinforces the physical and social upgrading pilot efforts 
being made by Tegucigalpa and San Pedro Sula. It is designed to increase 
assistar~e substantially to the more than 60% of the population in the two 
major cities who live in settlements with inadequate or no basic urban 
services, in housing made of impermanent materials located frequently in 
illegal or unauthorized land subdivisions. The project will demonstrate that 
the provision of basic public services in marginal communities as well as the 
improvement and expansicn of the individual housing units in those communities 
can be financed at market rates and repaid by the beneficiaries. This is of 
major importance because the dimension of the shelter problem of the urban 
poor is so great that improvements on a significant scale cannot be funded 
primarily from concessional donor funds or general tax revenues. Achievement 
of the Project Purpose will be verified if the Municipalities continue to 
borrow at commercial rates for barrio upgrading projects. If they do so, 
there will be advance toward achievement of the Project Goal. 

11 These unit costs for the lOB project refer only to serviced lots with a 
sanitary core and are comparable to the expected cost of similar units to 
be financed under the Shelter for the Urban Project. AID's HG-financed 
project will also include units with up to two bedrooms, hence the higher 
average cost. 
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3. Pro,;ect Cutput~ 

There are four categories of project outputs. They are related 
to: (a) lana tenure, (b) basic infrastructure, (c) home irrprovements, and (d) 
ar inc reasea rnunic ipal capability in the areas of cost recovery and cOlTVTlunity 
cf'velopment. 

a. Tenure problems have posed ffiajor obstacles to upgrading 
maroinal urban settlements until very recently. Title could not be conveyed 
lec~llv if a cwelling were on land not accepted by the municipaljty as 
properly urbanized -- i.e., meeting standards of minimal infrastructure 
services. Decree 833, of November 10, 1979 and the Implementing Regulations 
for Teaucicalpa 1/ now enable the municipality to resolve the tenure problem. 
It reauires developers who are selling units in illegal subdivisions to pay 
for the prompt installation of infrastructures. Failing to do so, the owner 
would forfeit RIl time payments to the municipality which would use the income 
to install the infrastructure At the owner's expense. The intent of th~ 
Decree is to put a stop to illegal private land d~velopment. Henceforth, 
prjvate subdivision projects will be done legally with full infrastructure 
services and legal title, or else the municipality will undertake the land 
development itself. 

The Municipal government of Tegucigalpa intends to apply the Decree 
rigorously. In the case of San Pedro Sula, the application of the decree will 
require the adoption of an implementing regulation. Since the municipality 
already has subdivision stanoards, which are the basic content of the needed 
regul~tion, and since there is the experience of Tegucigalpa to draw on, it 
will be feasible to apply Decree 833 in San Pedro within a reasonable period 
of time. The adoption and implementation of,the regulation in San Pedro Sula 
will be a major project output. In any case, it is anticipated that the 
initial subprojects in that city will be in the area of Chamelcon, to the 
north, where tenure problems result from invasion of government-owned land. 
The resolution of such problems does not require the application of Decree 
833. Conseauently, tenure problems need not delay Project implementation. 

Financing under the proposed Project will be appropriate in marginal 
settlements where one or more of the following tenure situations exist: 

(1) Residents already have secure title or (perhaps under 
mortgaqe) are renting a properly-titled lot and house. 

(2) Residents are occupying municipally owned land, the 
subdivision of which does not meet municipal standards. 

(3) Residents are buyers who are making time payments on 
lease/purchase contracts in privately sponsored subdivisions which do not meet 
municipal standards. 

The resolution of the land tenure problems which may arise in the last two 
situations will not be financed by land purchase because there already is a 
contract between the illegal subdivider and the person buying on time. 
Rather, the project will finance the infrastructure which is prerequisite to 
the municipality recognizinq tenure. Both municipalities have agreed that any 
land purchase costs which might arise would be absorbed by them, in addition 
to their proposed contribution. At this time, however, no such costs are 
anticipated. Finally, some legal assistance to patronatos can be provided 
from technical as~istance funds in those cases where a settlement is 
en~ountering difficulty in negotiating the purchase of illegally subdivided, 
prlvately owned lana. (See section 3-d below regarding technical issistance.) 

II See Annex F.l. 
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b. Basic infrastructure services water and sewerage, street 
lighting, drainage, and street paving for improved circulation of buses and 
public service vehicles in the settlements will be provided to about 80 
marginal communities in Tegucigalpa and San Pedro Sula with some 31,OUO 
families. 1/ 

(1) Water and sewerage systems will use most of the funds of 
the Project. The installation of the two usually will occur together because 
it is cheaper than doing the two separately. Nevertheless, there may exist 
some extremely poor communities which cannot afford to install a sewer system 
along with a water system. The Project could finance water alone in those 
cases. In these coses~ which will be an infrequent exception, measures to 
~void creating health problems in the community (such as septic tanks) will be 
required. Also, the Project could finance the installation of a sewerage 
system alone where potable water already is available. In addition to 
financing the syste,;Js within the settlements, the Project also could finance 
that part of the secondary distribution system which brings water and sewerage 
services from the main trunk line up to the settlement. 

As a rule, both water and sewerage systems will be designed to include the 
connection of the services to individual properties, thus assuring that the 
residents are benefitted. This should also reduce the cost of the hookups. 

(2) Public street lighting is expected to be a larger Project 
activity than electricity hookups to individual ~ouses. Surveys in 
Tegucigalpa and discussions with city officials indicate that most houses 
already have electricity; but in those cases where a resident does not have 
electricity, the Project could finance a hookup through the home improvement 
activity. 

(3) Drainage will be financed in those settlements where 
stagnant water collects and improper drainage is a serious problem. 

(4) Street paving within the barrios can be financed where the 
lack of paving impedes the circulation of buses and public service vehicles 
within the barrios. There also may be some instances of paving short access 
roads to the barrios. 

The entities which will be involved in the basic infrastructure program 
are examined in detail in Section III-B ("Administrative Feasibility"). SANAA 
and the municipal government jointly in Tegucigalpa and DIMA in San Pedro Sula 
will be assigned responsibility for water and sewerage and drainage projects. 
They will contract for or prepare the plans and specifications, contract 

1/ This is based 3n average of 390 households per community and an average 
cost of $370 per household over the life of the project. 
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private construction firms, inspect and supervise construction, and maintain 
and operate the system when completed. They also will provide technical 
assistance for the self-help construction by the community which is expected 
to be a major infrastructure project activity. 

ENEE will be responsible for street lighting and electricity connections. 
ENEE does its own construction without LJsirq private contractors. 

Plans and specifications for paving and drainage will be prepared by the 
municipal engineerirq departments. Construction will be done either by the 
fTlunicip3lities themselves or by their contractors. 

c. Home improvements will be financed for 2,000-2,500 housirq 
units in the marginal communities to be upgraded. Illustrative loan amounts 
and types of improvements which can be finalCed are set forth in Section III-C 
("Technical Analysis"). Essentially the purpose of this ProjeL.t.: activity will 
be to complete the process of providing basic services by financing the 
individual hookups, not otherwise included in the infrastructure project 
design, as well as the in-house facilities to permit the use of the service 
(plumbing, balhrooms ... ). The loans also will finance improvements and 
extentions of deteriorated, over~rowded nousirq. INVA and the Federation of 
Cooperative Credit Unions (FACACH) are to be the financial intermediaries for 
the municipal home im~rovement loan program. The community development 
department of each municipality will promote the home improvement progr.m for 
INVA. FACACH will work with its 40 member credit unions in Tegucigalpa and 
its 30 members in San Pedro Sula, especially the "open" credit unions (1. e. 
not related to a specific work place) which exist in both cities. Should 
either of the participating municipalities identify another qualified 
intermediary, such as an S&L association, the Mission will consider permitir~ 
the use of such an alternate channel. 

d. I roved munici al c abilit in the areas of cost recove 
and community developmen 7rograms. e ran un s wl e use 0 suppor 
Project implementation byinancirq technical assistance in two key areas, 
cost recovery and community development. It is in these two areas that the 
Project analyses have found that the development of new methodologies and 
operating procedures, as well as training of participants, will be necessary. 
(See discussion in Section III. B. 2. "Ac1ministrati ve Feasibility".) The 
expected outputs are shown in Table 3, below: 
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TABLE 3 

MUNICIPAL DEVELOPMENT PLAN 

Technical Assistance Inputs 
(Person/months) 

Tegucigalpa San Pedro Sula Total 

1. Cost recovert 

-Leaal assistance and cost recovery 
-Methodology for allocating cost of 

0.5 1.5 2 .• 0 

improvements 3.0 6.0 9.0 
-Training of municipal personnel 0.5 0.5 1.0 
-Study of organization/staffing/ 

procedures 1.0 3.0 4.0 
5.0 11.0 16 .. 0 

2. Community development 

-Manuals containin9 the concepts, 
objectives and methods of 
community development 

-Communication/dissemination of 
information techniaues 

-Trained patronato leaders 11 

3.,2 

1.5 
5.0 

(300) 

3.0 6..5 

1.5 3..0 
4.5 9.5 

(loa) 0.5 
10.0 

1/ This does not involve TA as such. Grant funding will be applied to pay 
for the cost of travel and per diem of patronato leaders as necessary to 
attend courses offeree by the National Social Welfare Board generally in 
Teguciqalpa. A weekly expense of $100 per leader is anticipated. Thus 
traininq will bp extended to 300 leaders in Tegucigalpa and 100 in San 
Pedro Sula at a total cost of $4,000, or the eauivalent in cost of one 
half person month of TA. 

e. Subproject Jmplementation cycle. The full success of this 
Project depends on the deClree to which the various Project activities, as 
described above, 8re brought to bear in a coherent, coordinated manner in a 
given marQinal community. It is also contingent on the degree to which 
residents of the community have P8rticipated in determining both wne nature 
of, and the priority among, the basic ~ervice improvements to be financed. 

TyDic8lly, development of an upqrading program in a £iven barrio will 
follow the suggested subproject implementation cycle (see Table 4) to promote 
that the desired community participation and the neces~dry coordination amonQ 
activities. -



, 
cr 

I. Communlty -Strenghten 
organization existing patro-
participa- natos 
tion -Train patronato 

leadership 
-Explain and 
publicize pro
gram 

2. Land 
tenure le
galization 

3. Basic 
services/ 
home 
improvement 
project 

4. Cost re
covery 
ground work 

-Establish 
nature and 
extent of land
tenure problems 

-Define solution 
and initiate 
implementation 

-Survey basic 
service needs, 
housing condi
tion 

-Inventory condi
tions of exist
ing infrastruc
ture 

-Inventory envi
ronmental pro
blems affecting 
the community 

-Develop socio
economic data 
on residents 

-Select appro
priate cost 
recovery 
mechanisms 

TABLE 4 

TYPICAL SUBPROJECT 
IMPLEMENTATION CYCLE 

Phase II (3 mos.) Phase III (4 mos.) Phase IV (3 mos.) 
-Discuss and 
prioritize pro
blems affecting 
the community 

-Develop the final 
upgrading program 

-Continue imple
mentation of so
lution (e.g. ne
gotiate with land 
owner or sub
dividers) 

-Develop schematic 
designs and cost 
estimates 

-Determine reloca
tion needs 

-Advertise home 
imprvement 
program 

-Estimate level of 
investment which 
community can 
afford 

-Continue imple
mentation of so
lution (e.g. 
obtain necessary 
legal authority) 

-Develop final 
plans & specs. for 
services 

-Obtain necessary 
approvals 

-Prepare bid 
documents 

-Organize self
help if it is to 
be used 

-Land tenure pro
blems resolved 
no later than 
this phase 

-Bidding 
-Contracting 
-Continue home 

improvement 

-Start home improve
ments (when no land 
tenure pl'oblem 
exist) 

-Allocate costs to 
individual resi
dents 

-Conclude alloca
tion 

-Sign notes/con
tracts each re
resid~nt 

Phase V (4-6 mos.) 
-Self-help/mutual 
help community 
participation 

-Construction 
-Emphasize house 
service connections 
in home improvement 

-Initiate cost re
covery at the con
clusion of cons
truction 
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The subproject eligiblity criteria to be used by AID in approving specific 
investments will require evidence that the key steps of the cycle have been 
completed prior to the start of construction. (See Annex E.2.). 

4. Project Inputs 

a. Financial. Total project funding will be: 

AID $ 10.2 million 
10.0 million HG 
0.2 million DG 

GOH $ 2.5 million 11 
2.0 million Tegucigalpa 
0.5 ~illion San Pedro Sula 

$7.5 million of the HG resources will be allocated to Tegucigalpa, of 
which $500,000 will be earmarked for home-improvement loans. $2.5 million of 
the HG loan wll be for ~an Pedro Sula, including $500,000 for home improvement 
loans. 

Each municipality will determine how to distribute their portion of the 
$2.5 million local contribution between the project activities. 

b. Technical assistance. The $200,000 in DG funds will be 
used to support project implementation through the development of the 
capability of the municipalities. The project support T.A. will consist of 
approximately: 

$120,000 for about 16 person-months of assistance to improve 
valorization practices and other cost-recovery techniques; 

$80,000 for about 10 person-months of assistance and training to 
increase the capacity and capability of the patronatos and of 
the municipal community development departments to deal with 
community upgrading activities; and 

11 The 2.5 million of counterpart funds does not include: (a) the money value 
of self-help labor, which will be a local community contribution in 
certain basic infrastructure programs; (b) the possible cost of any land 
purchases from private land owners except when such land is part of the 
right of way needed for a specific project (although no such purchases are 
anticipated at this time); (c) nor the value of municipally owned land 
utilized in the Project. The counterpart can include the costs incurred 
by the municipalities in preparing plans and specifications for specific 
construction projects approved by AID. 
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5. Proposed IIPUP Program. 

The $200,000 II of IIPUP funds, while using the present project 
as a vehicle through which To carry out pilot projects in selected barrios, 
will produce its own measurable research outputs which will be applicable to 
future programs as well. By expanding our knowledge about the non-physical 
aspects of community upgrading, future programs can be more comprehensive in 
addressing a wider range of the special needs of marginal communities and of 
subgroups within the communities. Those special needs include, for example, 
education in better health and sanitation practices related to the better use 
of water and sewerage systems, and the special job-related needs of women 
heads of households or of barrio residents in general. 

The IIPUP funds will be used to do pilot research and experimental social 
programs in two or three of the barrios included in this project. Survey data 
shows that womRn heads-of-household in the barrios have substantially lower 
incomes than t:,e average in these communities. IIPUP resources will fund a 
study or survey to: (a) identify what those special needs are in pilot 
barrios; (b) try to come up with a program to deal with those needs; and (c) 
evaluate the results of the program. The budget for this kind of effort will 
break down into 20:60:20 for (a), (b), and (c) respectively. 

Research has already been done in Honduras on possible methods of creating 
job opportunities for women heads-of-households. More than 40% of the 
households in the target group for this project fall into such a category. 
Typical of the types of programs which could be undertaken are small 
barrio-level industries organized dS women's cooperatives. The 108 has 
complel~d a feasibility study for such projects with pre-project designs and 
cost estimtes. The Community Development Department of the CMOC has these 
studies. 

Another area of IIPUP participation which is contemplated relates to 
employment. Often there are unfilled jobs available, for example in the 
construction industry. They probably are unfilled either because people don't 
know about them or because the unemployed lack the requisite job skills. 
IIPUP funds will finance an investigation of where and what kind of job 
opportunities exist and then finance some organization, such as the Institute 
for Cooperative Development (Instituto de Fomento Cooperativo), or the 
Institute for Professional Training (Instituto de Formacion Profesional -
INFOP) to offer training courses in the pilot barrios and to improve the 
access of the residents to information on job opportunities. 

IIPUP funding will also be utilized to support a pilot effort to 
coordinate the delivery of key social services, such as health and education, 

1/ $100,000 will be obligated in FY80 and $100,000 in FY81. The funds were 
authorized on August 22, 1978 by 05/8. 
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in government-sponsored sites and services projects. The effort would seek to 
establish a working arrangement between the housing agency, INVA, and either 
the municipal community development departments or the National Social Welfare 
80ard (or both) for the effective transfer of responsibility for assisting the 
residents of the sites and services projc~ts to secure these social services. 
INVA does not (and probably should not) have a social service capability 
beyond that necessary to select families for its shelter projects. However, 
the absence of a working arrangement with other institutions, such as that 
which the IIPUP would seek to create, has forced INVA to remain involved with 
its projects for years after they have been completed. The involvement has 
signified a drain on INVA's resources and by occupying management time has 
interfered with the institution's basic responsibility for building new 
housing. The need for the effort to be undertaken with lIPUP funds was 
identified in the Shelter for the Urban Poor (522-HG-005) Project Paper. 

The IIPUP projects will be coordinated with, and essentially operated by, 
the community development departments of the two participating 
municipalities. This will produce the additional benefit of sensitizing the 
municipalities to the need for such programs and will train them in how to 
im~lement them. INVA and the other national agencies, such as INFOP and JNBS, 
are expected to cooperate as well. 
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III. PROJECT ANALYSES 

A. Social Analysis 

1. Introduction and Summar~ of Findings. This report describes the 
socia-economic conditions of the marglnal communities and assesses the 
perceived housing and service n~eds of the barrio families, their financial 
capabilities, and the mechanisms by which they wIll participate in the 
project. The investigation consists primarily of a household survey of the 
socia-economic characteristics of barrio families. 11 Information was also 
obtained on the willingness and ability of marginal-barrio families to pay for 
improved housing and utilities. 

The survey consisted of interviews with 204 heads of household in 29 of 
the estimated 84 marginal barrios in eleven of Tegucigalpa's cadastral zones, 
hence guaranteeing a wide geographical coverage of the city's marginal 
barrios. The sampling methodology is described in Annex C.l. The sample 
represents approximately one percent of the occupied housing units in the 
cadastral zones. The estimated population in the nine zones for which 
information is currently available is 130,704. Up-to-date, reliable estimates 
of population per barrio per zone should soon be available when 
computerization of the cadastral survey is completed. A list of the barrios 
sampled per cadastral zone is given in Annex C.l. Data for San Pedro Sula was 
obtained from existing secondary sources. 

The findings of this social soundness analysis can be summarized as 
follows: 

. The target group for this Project includes some 70,000 families 
(400,000 persons) who will be residing during the period 1980-83 in marginal 
communities in Tegucigalpa and San Pedro Sula. 

The most meaningful characterization of income groups by housing type 
is by quality of structure. Unimproved housing is highly associated with the 
lowest income families, as shown in the survey. There is no significant 
difference in the income levels of renters and non-renters; but the median 
rent payment is greater than that for purchasing a house ($15 versus $10). 

55% of families in the marginal barrios do not have access to piped 
water services; 66% do not have sewerage connections; 25~ do not have access 
to electricity. 

11 Computerization of the survey data was conducted by the USAIO/Honduras 
staff, utilizing the Statistical Package for the Social Sciences, a 
soft-wear package designed for social science applications. The data 
analyses reported here are significant (Chi Square level of significance) 
at less than 0.01, unless otherwise specified. 
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70% of the families either own or are bUying the house they live in. 

41.2% of all households are headed by women. Such households are 
larger than maleheaded households (5.9 versus 5.7 persons), and earn less than 
one-hal f Hie ircome. 

Perceived needs for services in the barrios (and the percent of those 
families without the service who desire it) are: 

paved main artery 
sewerage 
piped water 

(89 %) 
(67 %) 
(50 %) 

Two-thirds of the families can afford to pay for the complete package 
of services. Virtually all families surveyed in Tegucigalpa indicated that 
they would pay some amount to obtain basic services. 

2. Overview of the marginal communities 

a. Terucigalpa. It is estimated that approximately 45% of 
Tegucigalpa's popula ion lIves in marginal barrios. There is no complete list 
of the city's barrios at the present time. Ho~ever, approximately 84 barrios 
of the total of 191 barrios can be considered marginal. 

The formation of marginal barrios r:as been underway for over 20 years. 
Many of the barrios originated in spontdneous land invasions of ejidal 
(communal) and private lands. Others are sub-divisions developed by private 
real estate companies. Often these sUb-divisions do not provide adequate 
services, in violation of municipal ordinances. All types of land tenancy 
situations with which the municipal government is faced are represented in the 
sample. 

The growth of the m8rginal barrios in Tegucigal~~, as well as in San Pedro 
Sula, has been spurred by the continuing in-migration of agricultural workers 
and their families. It is thought that in-migrants to Tegucigalpa first 
settle in the inner-city tenements and then filter out into peript,eral barrios 
after a period of adjustment. 

b. San Pedro Sula. San Pedro Sula has the highest growth rate 
of all urban centers in Central America. This growth has occured at such a 
rapid rate that the projections of the 1976 urban plan for the city have been 
superseded by events. The city's most rapidly expanding corridor lies to the 
east of the city's boundaries, not along the nc~~h-south axis as the plan 
projected. No information is available on the number of marginal households 
in this area, nor is there reliable information available on the proportion of 
the city's population which can be considered marginal. (Some data from a 
1978 sampling are presented on pages 33-34 of Annex C.l.). However, existing 
survey data does indicate that the socia-economic characteristics of marginal 
communities in Tegucigalpa and San Pedro Sula are similar. 
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3. The Target Group 

The target group for this Project will be the residents of 
marginal communities in Tegucigalpa and San Pedro Sula. Such communities are 
characterized Dy the lack of access to basic services, such as water, and the 
generally deteriorated condition of the housing stock. Numbers of residents 
in such comiTlunit ie::. are approximations at best. Best available data lead to 
an estim2te of 31,000 households in Tegucigalpa and of 19,000 in San Pedro 
Sula. Over the next three years, to 1983, the figures are expected to grow by 
]2,000 and 7,500 households respectively. Therefore, over the life of the 
Project the target group will consist of some 70,000 households (about 400,000 
persons). The project will benefit about 40% of that group. 

a. Tegucigalpa. 

(1) Income and Housin . 
monthly incomes below 180, the median 
The mean monthly family income for the 
is $134. 

73% of all families surveyed have 
monthly family income for Tegucigalpa. 
sampled households is $164; the median 

For purposes of analysis the families are grouped into the following 
income strata: 11 

Income Range Percent Mean 
of Total Per Stratum 

Low Less than $100 27.5% $ 63 
Middle-low $100 - $180 45.1% $135 
Middle More than $180 27.5% $313 

100.0%* 

* Oetail may not add to total due to rounding. 

The most meaningful characterization of income groups by housing type is 
by quality of the structure--not type of structure, tenancy of the lot or 
dwelling, nor combinations of the latter categories. The high association 
between income and quality of the dwellings (Table 8, Annex C.l.) indicates 
that families rationally use their incomes to improve their living conditions. 

11 Definitions of housing terms and building construction materials are 
given in the Manual de la Encuesta, available from ROCAP/USAID/Honduras. 
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Income is translated directly into improved housing. This is an important 
justi fication for urban upgrading .. 1/ 

The mean monthly family income is given below per "quality-of-house type" 

HO'Jsing Quality Type Mean Monthly Family Income 

Unimproved $100 
Improved roof only 125 
Improved roof and floor 204 
Improved roof l floor, and walls 226 

Table 8 in Annex C.l. breaks down quality-of-housing types by income 
strata. Unimproved housing types are disproportionately represented among the 
target group families. Only 4.3% of these dwellings, commonly referred to as 
chozas (huts), are found among the families with incomes above the median 
($180). Viewed from another perspective, only 2.0% of this group have 
unimproved dwellings, compared to 25.0% and 15.6%, respectively, of the low 
3nd middle-low groups. The proportion of middle-income families increases 
with every improvement in the quality of housing, i.e., there is a direct 
relation between income and quality. There is an inverse relation between 
income and housing quality for the target group, i.e., the proportion of 
families decreases as housing quality improves. (Chi Square level of 
significance = 0.0006.) ~ 

A slight majority of the families, 51.5%, own the houses in which they 
live. 14.7% are purchasing their dwelling, 31.9% are renters; and 2.0% live 
in borrowed accomodations as occupants or squatters. Of the renters, 49.2% 
live in cuarterias, buildings designed to house renters with one family per 

1/ At times this analysis may appear to be proving the obvious, but it should 
be noted that other housing sector analyses have not used the above 
criteria in describing sub-groups among the families living in marginal 
barrios. Computerization permits a more systematic analysis of income and 
socio-economic data than is possible by hand-tabulation methods and also 
permits examination of the statistical strength of any correlations. A 
duplicate copy of the printout is deposited with the CMOC. A complete set 
of the printouts and variable/value definitions, as well as the computer 
tape, are stored at ROCAP/USAIO/Honduras. 

2/ The Chi-square is a test nf statistical significance. It helps determine 
whether a systematic relationship exists between two variables. A 
Chi-square value of 0.0000 indicates that there is less than one chance in 
10,000 that this table would occur by chance in the sample population. 
The Chi-Square shGWS only whether or not the variables are independent or 
related. It does not tell how strongly they are related. 
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room. (Tanle 10 in Annex C.]. presents data on tenancy per house type.) 
~8.9% live in single-family detached unitsj 21.3% live in attached (duplex or 
row house) unitsj -ana 19.8% live in multi-family units, such as cuarterias or 
apartments. This does not mean to imply that families will not accept 
auarters in attached housing. The latter has, in fact, been successfully 
introduced hy the cooperative housing group in Honduras for modern, 
fu11y-eoujpped urban housing in Guamilito, a barrio in Comayaguela. The 
majority of attached dwellings, 57.5%, are ownedj 17.5% are being purchasedj 
ana 25.0% are rental units. More often "attached" housing means simply that 
there is a common wall shared with another dwelling. These characterizations 
shoulc not be stretched too far. One must remember that the definition 
"sin(1Je family detached" can describe a mansion as well as a hovel, and in 
this instance, the latter is the more probable. 

(2) F8ffiily Structure. Families are classified according to two 
criteria: number of oenerations contained and stability. Nuclear families are 
those with oilly two generations representedj extended families are those 
containing three generations in direct lineal descent. Stability was judged 
from the presence of both partners in the case of a nuclear family and from 
the presence of both members of the intermediate pair in the case of extended 
f~milies). Usina these definitions, families were classified as nuclear 
(organized or disorganized) and as extended (organized or disorganized. 
Persons living alone and other cases which did not correspond to the above 
categories were classified as other. 

A typical example of an extended disorganized family is that of a woman 
wiU, a daughter who has had three chUdren, all of whom are living with her. 
ThEre is no male partner present. The most typical case of nuclear 
disorganized is that of the madre soltera, a woman without a male partner, 
living with her offspring. No distinction was made between married and 
consensual partners in this classification. 1/ 

5i~ply stated, disorganized is used to describe the absence of a partner 
whn presumably is a potential income generator. Disorganized families are at 
a disadvantage in the job market since there is one less breadwinner and often 
a higher dependency ratio. 

The family structure, so classified, is composed of 58.7%, nuclear 
organizedj 18.3%, nuclear disorganized; 1.5%, extended organized; 20.7~, 
extended disorganized; and 0.7%, other types. 

1/ This classification system was developed in connection with a study of 
rural women in Paraguay which was applied to over 2,500 cases. Family 
types so classified were closely associated with income groupings, thereby 
justifying the assumption that "stability" is a measure of 
income-generating potential. 
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41.2% of all families are headed by women. Women-headed housaholds on the 
average are larger than male-headed units, 5.9 and 5.7, respectively, and are 
more heavily clustered in the disorganized categories than are males. The 
average family size is 5.8--which is also the figure given by the 1974 census 
for Tegucigalpa. Most wo~en heads of household live in single-family detached 
dwellings; 12.5% live in single-family attached units; and 27.5% live in 
multi-family rental units. Only 15.4% of male heads live in multi-family 
rental units (apartments or cuarterias). 

Women-headed households are poorer than male-headed units. Male headed 
units earn on the average 59% more than women-headed units. The mean monthly 
income of women-headed units is $91, compared to $145. Expressed in per 
capita annual income, each member of a women-headed household has a per capita 
annual income of $218, compared to $390 for persons living in male-headed 
units. The income discrepancy, coupled with the higher proportion of renters 
among this group, are representative of the types of problems which the 
IIPUP-funded pilot projects will attempt to address. 

(3) EXisti~ Services. Families in marginal barrios are 
inadequately supplied wi~ basic public services. Only 44.6% of the families 
have access to running water; 74.5% of the families have electricity; 34.3% 
have sewerage connections; and 4.4% have other services. 23.0% of the 
families have none of these basic services. 

Services available in the marginal barrios were the following: 56.4% of 
the barrios have potable running water; 51.0% have electricity; 45.1% have 
garbage collection; 30.4% have sewers; 13.2% have improved secondary streets; 
4.4% have a main paved street; 10.8% have storm drains; 55.4% have bus 
service; and 4.9% have other services in addition. 

The primary need is for potable water. Only 22.1% of the families have 
piped running water; 24.0% have outside taps for running water; 2.9% get water 
from public taps; 2.0% use well water; 14.2% purchase water from a motorized 
water car~:er; 33.8% purchase water from neighbors; and 0.5% get water in some 
other manner. Water purchased from motorized water carriers is the most 
expensive water in the city. The mean monthly cost of water is given below, 
by source. 

SANAA Piped in $6.77 1/ 
SANAA Outside tap 3.23-
Public tap 4.40 
Well 2.25 
Motorized water supplier 21. 79 
Purchased from neighbors 9.74 

1/ This cost appears to be abnormally high due to the fact that members of 
the low-target group with SANAA connections appear to be selling water to 
their neighbors, thereby running up wateI bills which do not reflect the 
family's consumption costs, but rather, a rusiness cost. The minimum 
monthly fee charged by SANAA for piped-in running water is $2.25. 
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Electricity costs are distributed, as one would expect, by income group. 
The low target group pays an avera~e of $3.72 per month; the middle-low 
income group, $5.41; and the middle income group, $6.70. 

Modern bathing and sanitary connections are scarce in the marginal 
barrios. Only 15.8% of the families have modern bathrooms with toilet and 
bathing facilities connectelj to the sewerage system. 51.5% have no bath 
facilities, and 28.4% use co~munal facilities. About 29% of the families have 
no toilet facilities of any kind. 27.6% have latrines and 11.8% use a 
communal latrine. 14.8% have access to a flush toilet which they share with 
others. 

The mean monthly expenditure for services (electricity, water, garbage, 
firefighting, paving, etc.) and fuel is given below for income group: 

All Families 

Low 
Middle-low 
Middle 

$ 19.07 

15.27 
18.17 
24.34 

The mean cost of fuel for the group as a whole is $10.08. Fuel costs, 
thus, represent over half of the monthly service expenditures. 

(4) Perceived Needs. Fifty percent of the families wanted 
running water (SANAh); 88.7% wanted a paved main artery; 55.9% wanted garbage 
collection; 50.0% wanted electricity; 66.7% wanted sewers; and 7.8% listed 
other services they desired for the barrio. 7.8%, mostly from the more 
established sub-d~visions, wanted no additional services. Thus the service 
most preferred by families without basic public services was running water. 
96% of families who desired water were prepared to pay the minimum rate 
charged by SANAA, compared to only 76.5% of families without electricity who 
desire~ ~he ;ervice. When asked if they were willil,g to pay a monthly 
assessment for the service infrastructure, 71.1% stated they would pay a 
minimum of $6 per month; 15.1% would or could not pay $6; and 13.4% did not 
know if they would or could pay $6. 

Seventy-five percent of all families wish to make improvements on their 
dwellings. Of this group 15.5% are renters and 84.5% are non-renters. The 
majority of the families who did not wish to make improvements were renters 
(52.9%), or were planning to move (2J.6%). The home improvement most desired 
at all income levels is exterior walls. (See Table 27 in Annex C.l.) It is 
thought that the strains on dwellings produced by the hilly, non-landscaped 
locations of most of the marginal barrios produce this prpference. Floors and 
roofs were also frequently mentioned among the target group. 

(5) Affordability. One of the measures developed to 
determine whether families in the marginal barrios can afford to pay for home 
improvements and services was to determine which families could afford to pay 
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up to 20% of their monthly family income on housing-related expenses. The 
total of housing related expenses included the amount each family paid monthly 
for rent and house payments, as well as $5 per month for water and electricity 
service charges, $7 monthly for installment payments on a home improvement 
loan of $400; and a $6 monthly fee for cost recuperation for service 
infrastructure. These costs were calculated per family and these totals were 
then compared to 20% of their total monthly incomes to determine which 
families could afford the improvements anrl services or combinations thereof. 

Affordability was then examined in relation to several socio-economic 
variables: house-quality type, family size, sex of the head of household, 
structure/use housing type, and house tenancy. No significant relationship 
was discovered except that owner/occupants had a significantly higher 
proportion who can afford the improvements. This data is presented in Table 
29 (Annex C.1.) for all families surveyed. Table 31 presents the same 
information by those families who :ndicated they wished :0 make home 
improvements. 

The major conclusion of the analysis is that the majority of families in 
the barrios, 62.3%, can afford the con~r~lete package of loans and services 
offered by the project. 64.9% of those who specifically expressed a desire 
for a home improvement loan can afford the whole package. The proportion of 
families who have finished paying for their home who can afford the package is 
76.2%, compared to 46.7% for house purchasers and 46.2% for renters. The 
"other" category contains too few cases (4) to justify analysis. About two 
thirds of all families can afford to pay minimum charges for water and 
electricity services. The proportion of families who can pay for water and 
electricity use, as well as cost recuperation for service infrastructure, is 
less. 86.7% of the owners, 56.7% of house buyers and 49.2% of renters can 
afford these services. The proportion of families able to afford only home 
improvements is 92.4% for home owners; 60.0% for home buyers and 60.0% for 
renters. 

b. San Pedro Sula. The median income for San Pedro Sula is 
$177. However, there is no reliable informati~n available on the proportion 
of San Pedro Sula's population which can be considered marginal. Likewise, 
there are no estimates available on the number of margiral barrios. Survey 
data are available on most of the city's barrios, but this information was 
hand-tabulated and data were compiled by barrio, even though the size of the 
sample and sampling methodology does not j~stify such a breakdown. 

Data from the eight barrios considered by the planning department of the 
municipality to be marginal would suCgest that between 65% and 90% of the 
families surveyed earned less than $150 per month. The percentage of families 
with potable water (DIMA) at their lots ranges from 16% to 92%. (This 
information is given in Table 33, Annex C.l.). 

Given the similarity in socio-economic characteristics of marginal 
communities in Tegucigalpa and San Pedro Sula, there is good reason to believe 
that the findings of the survey conducted in the capital city are indicative 
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of what might expected in San Pedro Sula. This belief is further reinforced 
by the fact that the results of analyses of marginal communities in San Pedro 
Sula (such as the affordability analysis) using available data are similar to 
those obtained with the survey data in Tegucigalpa. 

4. Local Orqanizctions. The current role of originating programs 
and requests for action from within the barrios will continue to be the role 
of the patronatos. In addition they will be responsible for disseminating 
information from tl~ municipalities about the Project. They will be assisted 
in this role by the promotores who will be the link, or bridge, between the 
barrios and the municipalities. 11 Patronatos, community organ:L~tions, exist 
in most marginal barrios in both-citles, Patronatns have been active over the 
past 20 years in promoting social change and improved living conditions in the 
barrios. They are composed of residents from the barrios and the leadership 
is also drawn from within the barrio. Most patronatos are also affiliated 
with one or more of the patronal:o--rederations. 

5. Institutional interface. The municipalities are in charge of 
explaining the Project, receiving requests for loans, providing technical and 
legal help in assessing the loan requests, forwarding those requests for home 
improvements which are eligible to the two lending institutions (the N.tion~l 
Housing Institute and the Federation of Cooperative Credit Union 
Associations). The loan institutions will then make loans directly to the 
participating family units. In addition, the National Social Welfare Board 
(Junta Nacional de Bienestar Social) will provide leadership training for the 
patronato leadership to promote efficiency at the local level. 

6. Conse uences and Benefit Incidence. The direct 
beneficiaries WI ose amI Ies w, receIve ome Improvement loans or 
infrastructure services. In addition, all home owners living in the 
communities Nnich are upgraded will benefit in terms of increased value of the 
properties, and barrio residents will have access to more ammenities in what 
presumably would be a cleaner, healthier environment. 

As stated earlier, some 70,000 families (approximately 400,000 persons) 
are already residing in marginal communities or will be by 1983. This Project 
will final~e basic service improvements benefitting 40% of that group, more or 
less 160,000 persons. Thus it is obvious from the most cursory examination of 
the need/affordability data than the demand for services far exceeds the 
supply. The Urban Upgrading Project cannot begin to supply services to .11 
those fam~lies who want to improve their dwellings or receive better public 
services. 

Famili~s who may be affected adversely by the project include the 
following: 

11 The municipality outreach is in the hands of §romotores, community 
development workers or social workers, hired y the municipalities. 
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a. Families with the lowest incomes (approximately those with 
monthly incomes below $50) will have difficulties meeting the payment for the 
complete package of to be provided. The Municipality of Tegucigalpa already 
has procedures to address the problems of such familes by reducing the payment 
either through an extention of the repayment period or by using annual 
escalating payments. Further, the ability to pay of the residents of 
community will be an important factor in determining the total cost of the 
improvements which will be provided in that community. 

b. Renters may have the cost of service infrastructure pnssed 
on to them in the form of higher rents in those areas which are upgraded. 
Survey results indicate that the renters as a group will be less able to 
afford the monthly increase in housing expenses because the median for rent 
payments is one and one half times than that for house purchase payments ($15 
versus $10). Some evidence of the maximum effect on renters can be gained 
from 1ables 30 and 32 of Annex C.l. 

c. Some families will be forced to move because of road 
construction or other destruction of structures entailed in regularization of 
the sub-division. It is impossible to predict to what extent this kind of 
forced removal will take place. It will be kept to a minimum; and to the 
extent that re~ocation is necessary, it will be in the same general area when 
feasible. 

d. Some home owners will opt to "cash out" or move if upgrading 
means higher costs which they are unwilling to pay. 

e. Women-headed households may tend to be more severely 
impacted as a class because these households are poorer than male-headed 
units, and therefore will be less able to afford the full range of services. 
A high proportion of women-headed households are also renters and may be 
affected for that reason as described above. 

B. Administrative Feasibility 

1. Procedural instruments 

a. Borrower. The borrower will be the Government of Honduras, 
acting through the Minister of Finance. The Ministry of Finance will pass the 
funds to the Concejo Metropolitano del Distrito Central (CMOe) and the 
Municipalidad de San Pedro Sula respectively (MSPS). To' assure proper 
coordination among these three institutions, they will suscribe a "Memorandum 
of Understanding" describing the procedures to be followed in requesting 
drawdowns and in the flow of funds from the U.S. lender to the participating 
municipalities. The Memorandum also will describe the functions that 
correspond to each institution in carrying out the procedures. 

b. Project Coordination. The Project is essentially an 
excercise in the local management of local problems. As such, overall 
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coordination and management will rest with the individual municipalities, 
except in the borrowing procedures, as described above. This implies that the 
Municipalities will be responsible for coordinating the services of other 
participating entities, i.e. SANAA, INVA, FACACH, as they relate to project 
activities. SANAA has indicated by letter to USAID that they have agreed with 
the CMOC on procedures and policies to be followed in this effort. 

c. AID Approval of Specific Projects. A two-part illustrative 
checklist has been prepared (See Annex E.2.) whIch includes the criteria 
deemed necessdi, to determine elegibility of subprojects for financing under 
this project. AID will review the information for each specific subproject 
before approving it for financing under this Project. 

The general subproject eligibility (Part I of the checklist) consists of: 

(1) conformity with the target group of this project and the 
established eligibility criteria (i.e. Do the residents have incomes below the 
median? Is the community lacking in basic services? Is the housing in poor 
condition?) 

(2) suitability of the site for permanent settlement. 

Failure to pass either test would preclude the approval of a subproject. 
Therefore, this part of the checklist will be presented to AID by the 
municipalities before initiating the subproject implementation cycle described 
in Table 4, above (See also Section II.B.3.) 

Part II of the checklist will assure that the subproject is acceptable to 
the community; does indeed address its existing basic service and housing 
problems; is technically and environmentally sound. The information necess~ry 
for consideration by AID of the eligibility of the actual community 
improvement program will not be available at least until preliminary designs 
and cost estimates have been prepared by the municipalities and discussed with 
the community organizations. Subprojects which are deemed eligible by USAID/H 
will be approved for Project funding in the order in which they are presented 
by the municipalities. 

d. Sub-project promotion, selection and preliminary project 
design. The Community Development Department of the CMOC and the Department 
of Social Services of thp. MSPS are the outreach elements of the respective 
municipal governments and, as such, will have the critical role of carrying 
the program to the barrios. In combination with the patronatos they will make 
known the various project components available, assess social-economic 
priorities and capacities, and agree with barrio residents on preliminary 
sub-project design parameters. Both municIpalities have proven capabilities 
in working closely with patronatos. In effect, the promotion process will 
result in an auto-selection system wherein eligible barrios which act 
expeditiously to have these subprojects approved will get their improvements 
first. 
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e. Design of Plans and Specifications. 

(1) Water, sewerage and drainage sub-projects. In Tegucigalpa, 
SANAA (Servicio Autonomo Nacional de Acueductos y Alcantarillados) will 
approve plans and specifications prepared by A&E firms under contract with the 
municipality. (In theory, the municipality of Tegucigalpa could construct a 
water and sewer project without SANAA's approval if it had its own source of 
water (e.g. from a well) and was willing to operate the system itself. This 
has not been either their practice or the ~ulicy.) (See Annex E.3. for the 
existing institutional agreement between SANAA and the CMOC.). In San Pedro 
Sula, OIMA (Division Municipal de Aguas) will provide plans and specifications 
for specific sub-projects. 

(2) Residential and Public Street Lighting. ENEE (Empresa 
Nacional de ~nergia Electrica) will approve the necessary plans and 
specifications for those components of barrio sub-projects dealing with the 
provision of residential or public street lighting. ENEE can either develop 
these plans itself or obtain them from A~~ firms working under contract with 
the municipalities. 

(3) Home Improvements. It is anticipated that a large 
percentage of the individual home improvements will be done by the family and 
will not require detailed plans. Certain improvements, e.g. an additional 
room, will require schematic plans, of the "maestro de obra" level, or will be 
provided by INVA and/or Credit Union staff. 

(4) pavinr. Plans and specifications will be developed for the 
CMDC by its Department 0 Infrastructure; in San Pedro Sula by the Public 
Works Construction Section of the Municipal Engineering Division. 

f. Construction. Construction will be a combination of the 
use of private contractors selected via established municipal bidding 
procedures, administration (force account), and aided self help. Construct ton 
by contractors is expected to be the rule for a majority of the ~ubprojects. 
Farce account will be applied to very small projects or in those cases where a 
part of the construction is by self-help. 80th municipalities will encourage 
self-help participation since they feel that the trade-off between lost 
time/additional administrative demands and lower costs is worthwhile. This is 
particularly true in the case of a community which otherwise would not be able 
to afford an improvement. 

g. Cost Recovery. Cost recovery will be effected by a 
combination of loan repayments, user fees, and special assessments 
(valorization taxes). Surplus reflows and municipal revenues are expected to 
cover shortfalls in collections, if any. Until such time as the upgrading of 
the valorization system of the MSPS is approved and mounted, the barrio 
infrastructure upgrading components (water, sewerage, and drainage) will take 
the form of a loan from the municipality to the neighborhood association, 
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further individually subscribed to by each family for its proportionate share 
of the loan. 11 (Cost recovery is discussed more fully in Section III.E.4.) 

2. Institutions 

a. Municipal Government of Te~ucigalpa (CMOC). An imaginative, 
resourceful and competent management team too over the CMOC in 1976. The 
team has an informed understanding of urean development as a process which 
involves the whole city. It promotes basic infrastructure services and sites 
and services for the marginal barrio residents as well as pedestrian malls, 
downtown underground garages, and boulevards to decre.se the cost of 
commercial traffic. 

The team also embraces a do-it-yourself philosophy to resolving city 
problems. Rather trlan beseeching the national government for its largesse, it 
has sought and received authority which enables the CMOC itself to accomplish 
its objectives. One example is, Decree 309 of January 1976 which authorized a 
thorough reorganization of the CMOC administration. Another is Decree 370 of 
August 1976 which restructured the tax syste~, and gave the CMOC power to 
assess valorization taxes. (The tax revenues have since increased at a 
compound rate of 40% per year.) Most recently, Decree 833 of November 10, 
1979 gives the CMOC wide-ranging authority to legalize the tenure situation of 
marginal barrio households. (See Annexes F.2. and F.l. for a tr.nslation of 
relevant portions of Decrees 370 and 833, respectively.) 

The municipal government is divided into commissions (concejalias) £1 and 
these in turn into divisions (gerencias) and then departments. The single 
most important unit with regard to this Project is the Programmin9 Commission 
which includes the Cadaster, Infrastructure, Planning (Metroplan) and 
Community Development divisions, all of which have roles to pl.y. The 
Infrastructure and Planning Divisions are discussed in the Technical 
Feasibility section (III.C.2.), as they intervene in design and construction. 
Neither is expected to present any difficulties. For the present Project, 
however, the two remaining divisions do require some assistance: 

(1) The key to projer.t implementation for the CMOC is its 
Community Development Division (Gerencia de Trabajo Social). The Department 
is the outreach arm of the [MOC which must promote the Project in the barrios, 
maintain liaison with other departments, and coordinate with and assist other 
institutions which will be involved in the Project. Much of the st.ff now 

II MJst atronatos in urban areas have "legal personality" (personeria 
uridica. If the eatronato of a subproject community does not have legal 

s an lng, however, It can declare itself a "pre-cooperative" and then sign 
legal contracts. 

21 So called because it is headed by • concejal or city councilman or 
commissioner. 
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consists of part-time university students--for the most part dedicated and 
aDle, but still part-time. The present project will increase the work load of 
the Division and additional full-time staff will be required. Technical 
assistance will be financed by the project to increase the capacity of the 
Division to do its job still better. The CMDC, in turn, will increase the 
full-time professional staff of the Department. Technical assistance provided 
under this project will determine the necessary staffing changes. 

(2) Cost recovery will be initiated by the Betterment Tax 
Department (Departamento de Contribucion ~or Mejoras) of the Cadaster 
Division. The unit's staff of eight, wit the assistance of outs~de 
consultants has initiated the process of recovering municipal investn~nts 
through a valorizatiorl or betterment tax. During 1979, it conducted Lhe 
studies and prepared t~e documents necessary to recup~rate $ll.~ million of 
investments in four major road projects and one bridge. The department is now 
doing the studies for cost recovery of two more major road projects anw ; the 
channelization of the Choluteca river within the city boundaries. 

The volume of work expected of the Department under this Project 
(recuperation of $11 million from about 22,000 households) over the next three 
years is equivalent to the work they completed in six months in 1978 alone 
(recuperation of $11.8 million from 20,000 households). The difficulty, if 
any, will be one of limited ~xperience irl distributing the cost of the types 
of improvements (water, sewage, drainage) to be financed by this project. 
Therefore, technical assistance is proposed with the regarQ to applicable cost 
distribution methodologies. Training of related municipa.~ personnel also will 
be provided. 

b. San Pedro Sula Munici~al Government (MSPS). The MSPS 
employs about 1,000 people in addition 0 firemen, police, sanitation workers, 
and the staff of DIMA. It is a spare and efficient administration. It has a 
record of close collaboration with DIMA, especially through the Municipal 
Engineering Division, which bodes well for the smooth implementation of tre 
proposed project. 

As in Tegucigalpa, the key agency is th~ city social outreach arm, the 
Department of Community Development. It will be necessary to increase the 
number of its present seven-member staff and to provide technical assistance 
to the staff to increase its ability to deal with the marginal barrio 
residents. Such assistance is contemplated in this Project. 

The Municipal Planning Division will be in charge of overall project 
coodination. This division has three sections which deal with the cadastre, 
urban planning and the municipal investment budget. It has a professional 
staff of about fifteen, including planners, architects, engineers and one 
environmentalist. The head of division has asked for assistance in developing 
and packaging the upgrading program for specific communities. This will be 
provided by RHUDO/ROCAP resident tp~hnical staff. 



- 37 -

The valorization system is embryonic in comparison with that of the CMOC. 
The Ministry of Government has not yet acted on the request of San Pearo Sula 
for authority to install a more thorough-going system. Until now, 
valorization has been used only in cases of street paving. It will be 
necessary to bring in people to trajn the staff that will establish and 
implement more sophisticated valorization techniques when the Ministry gives 
its approval. (This is the subject of a Project covenant. See Section 
IV.C.) This task will be made easier by the possibility of sharing the 
experience of the CMoC. 

Until a better valorization system is in place, the Project will rely on a 
dual set of contracts for infrastructure loans: a loan contract with the 
patronato, the barrio as a whole; and with each participating barrio 
beneficiary. The procedure is already being utilized by the municipality of 
San Pedro Sula. The patronato may collect individual payments and exend moral 
persu3sion. It is not inten~ed, however, that the eatronato become the 
guarantor of payment by the residents of the communIty. 

The municipality has the additional adva~lcage of operating its own water 
and sewer authority (oIMA). Therefore, it will be feasible to recover 
investmerlts in water, sewerage and drainage through special assessments made 
by oIMA and collected with the monthly water bill. 

c. Servicio Autonomo Nacional de AcuedlJrtos y Alcantarillados 
(SANAA). SANAA was e~tablished in 1961 with the help of an AID loan. It is 
the national institution responsible for the administration of water and 
sewerage systems, except in San Pedro Sula which operates its own systems. 
SANAA's focus traditionally has been largely devo:ed to the management and 
operation of Tegucigalpa's water and sewer system. Sixty percent of its staff 
is located in that city. 

In Tegucigalpa, in collabaration with the CMoC, SANAA is working on 
completion of the mastel plan of the city water system and the installation of 
an additional 25 kilometers of water pipes, which will benefit more than 
125,000 people. 

Presently, and largely in the context of projects outside the capital, 
SANAA has established the administrative and financial arrangements to operate 
and maintain small water systems. These new arrangements will prove useful to 
this project. 

All design work for SANAA projects is done in Tegucigalpa by a staff whiCh 
includes 33 engineers. Thus, the institution should have no difficulty 
assisting the CMoC in the design of water and sewer systems to the marginal 
communities in the capital. 
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However, as one considers SANAA's technical standards in the light of 
programming to serve the water and sewerage needs of marginal urban residents, 
one must conclude that the standards in force frequently result in higher 
costs than are necessary in part as the result of being outdated and 
technically inconsistent. In the course of project implementation, efforts 
will be made to encourage SANAA to adopt a set of standards which are more 
relevant to the evolving settlements of the urban poor. However, the analysis 
of the feasibility of this Project is predicated on the use of SANAA's current 
standards. 

d. Division Municipal de Aguas (DIMA). This is a 
semi-autonomous enterprise of the municipality of San Pedro Sula with 
approximately 225 employees. It coordinates its work quite closely with the 
municipal administration. DIMA's professional staff currently has the depth 
and technical capacity to undertake the scale of water and sewerage operations 
contemplated in this project. Its very low arrears also ~'1ggests a competence 
in billing and collection. Approximately 57% of the popuiution of San Pedro 
Sula have residential water connections; but a third of those do not have 
meters. This reduces the potential revenue of DIMA and encourages excessive 
consumption. Where sewer systems exist, billing is based on 20% of the cost of 
the water consumptiu~, real or assumed. On instructions from the 
Municipality, DIMA instalied an unmetered, public standpipe in each developing 
margindl settlement or barrio. Since water resources are abundant and the 
water table is very close to the surface, recourse to the use of wells is 
frequent and economical. 

e. Savings and Loan Division of INVA. As part of a larger 
program of technical assistance to INVA under the Shelter for the Urban Poor 
project, its Savings and Loan Division was closely studied and recommendations 
made concerning the extension and reorientation of its home-improvement loan 
activity. INVA has moved slowly in completing this reorganization, and only 
very recently approved the new program as a basis for operation. 

The present staff of five full-time individuals provides for a 
self-contained lending, inspection, nnd collection apparatus. INVA's 
responsibility will be confined to processing, disbursing, and collecting 
loans. While INVA has had little home improvement experience with marginal 
groups, the staff of the Savings and Loan Division is experienced and capable; 
and the formerly cumbersome loan procedures have been yreatly simplified and 
now provide the staff with a needed flexibility which formerly did not exist. 

f. Federacion de Asociaciones Cooperativas de Ahorro y Credito 
de Honduras, (FACACH). Both the large dimension of the incremental housing 
needed and the as yet largely untried capacity of the Savings and Loan 
Department of INVA to serve marginal barrio clients argue for bringing FACACH 
as well into the home improvement loan activity. Organized in 1966 with 
technical assistance from CUNA (Credit Union National Association) 
International under the auspicies of the CUNA/AID Project, the Federation has 

http:margir.dl
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led the credit union movement to steady growth on an expanding financial 
base. Starting with 46 member credit union cooperatives in 1966 FACACH has 
grown to 99 affiliated credit unions throughout thp. country. The 10-year 
comparison shown in the table below amplifies and details that growth. 

TABLE 5 

FACACH, 1968-1978 
(millions of Lempiras) a/ 

Member of affiliated unions 
Share Capital 
Loan Portfolio 
Total volume of Loans to Date 
Assets 

~ Except for number of members 

SOURCE: FACACH Annual Report 

1968 

6,000 
3.7 
3.6 

13.3 
4.4 

1978 

34,981 
22.3 
27.3 

148.2 
32.9 

Although home improvement loans are not a major program line formally 
promoted by the cr2dit unions, available statistics indicate that 10-15~ of 
all their consumer loans were in fact used for home improvements in 1978. 
That amounts to $1.4-2.0 million of home improvements loans in the credit 
unions' portfolios in 1978. They have a proven, in-place capacity to process 
and service small loans of the type contemplated in the home improvement 
component of the present project. These loans will be made under Central Bank 
regulations covering personal loans which can be made at up to 19% annual 
interest for 3 years rather than under mortgage lending regulations which are 
much more cumbersome for such small projects. 

While by their very nature FACACH credit unions are not targeted 
exclusively to serve the poor, they do represent a large membership of 
low-medium income families. Of importance to this Project will be the "open" 
credit unions, that is, those which are not related to specific places of 
work. FACACH management indicated that these credit unions are the ones whiCh 
marginal community residents can join by buying one share ($5). Four such 
unions exist in Tegucigalpa and San Pedro Sula. They were created in part to 
facilitate the extention of FACACH's activities to a broader range of the 
urban population. 

Conversations with the General Manager of FACACH confirmed the interest of 
the organization to participate in the home improvement activity of this 
Project. 
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3. Land Tenure. 

Available information supplemented by the results of the Tegucigalpa 
survey conducted in connection with the preparation of this paper, indicates 
that anywhere from 50-60% of the families in the marginal barrios, while not 
illegally squatting, are in subdivisions where the infrastructure is not in 
conformity with existing codes. This makes it impossible to title the 
individual lots, rendering the subdivision "illegal." The next largest 
category, representing approximately 30% of the marginal barrio families, is 
occupying public (municipal) land. Thus, nearly 90% of the target group has a 
tenure problem of one kind or another. 

a. Illegal subdivisions and Decree 833. Fully 50% of all of 
the families in large barrios are living in illegal subdivisions. Despite the 
fact that they have complied with, and are continuing to comply with, the 
program and terms of what are in eFfect lease-purchase agreements with the 
legal owner of the land, these families will be unable to secure title to the 
individu81 lots because existing infrastructure, as installed by the developer 
is not in conformance with existing standards. After considerable effort, the 
CMDC secured the promulgation of Decree 833 on November 14, 1979, with its 
corresponding Implementing Regulation issued on January 24, 1980. In effect 
this empowers the District government, failing action on the part of the 
developer, to upgrade the physical infrastructure in any given illegal 
subdivision within its jurisdiction, and to receive from the residents all 
succeeding payments due to the developer as amortization and interest until 
such time as the District government has collected an amount equal to the cost 
of the infrastructure. After the cancellation of this amount, payments then 
revert to the developer. This action by the District th~n makes it feasible 
to give legal title to the buyers as they complete their payments. With the 
operation of this Decree, the District now has the necessary legal tools to 
provide the infrastructure in marginal barrios, hence resolving the most 
~ressinq land tenure problems of its urban poor. 

b. Invaded municipal lands. The second major area which must 
be addressed in order to resolve questions of land tenure concerns those 
settlements produced as a result of the unauthorized occupation of municipal 
lands. This problem is further complicated by the existence of claims to the 
land by private individuals alleging to be the rightful "owners". Many of 
these claims stem from purchase in good faith by these "owners" from families 
who had earlier obtained certain "uses rights" from the municipality but not 
actual title. The alleged owners have been selling the land to the occupants, 
so that this is not a case of squatting. Conversations with officials in the 
Office of the President of the CMOC indicate a predisposition on the part of 
the CMDC to treat such sales, and frequently, re-sales, as valid and legal and 
to facilitate tre sale of such property by the current "owners" to the current 
occupants. This project envisages financing the installation or physical 
upgrading of the infrastructure itself as a precondition to awarding legal 
title to the occupants. 
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Together, these two kinds of situations will embrace 80-90% of all land 
tenure problems in marginal barrios. 

C. Technical Feasibility 

The project is technically feasible. The technology is appropriate 
and the solutions are least-cost solutions accomodated to the municipal 
standards except as noted in the case of SANAA's standards. The municipal 
agencies and the executing agencies are competent, well staffed, and 
experienced with the types of project activities to be undertaken. Finally, 
there are no effective constraints of skilled or unskilled manpower. The only 
materials constraint mipht be occasional shortages of cement. The Project can 
be i~plemented rapidly and efficiently. The basis for this conclusion is 
qiven in the following sections. 

1. Costs and Specjfications. Annex E.l. provides the details Gf 
cost calculations and design specifications for the principal outputs. A 
summary of costs for typical infrastructure improvements are shown in Table 6. 

TABLE 6 

On-Site Infrastructure Costs 
(Oollars per household) 

Cost Per Household 
On-Site Infrastructure Tegucigalpa San Pedro Sula 

Street paving $ 70.00 $ 70.00 
Pedestrian walks 37.50 37.50 
Storm drainage 25.00 25.00 
water line 95.00 45.00 
Sanitary sewerage 117.50 50.00 
Street lighting 12.50 12.50 

TOTAL $ 357.50 $ 240.00 

The higher cost of water and sewerage in Tegucigalpa is due to the requirement 
that the physical layout be along the street instead of, as in San Pedro Sula, 
being shared between two rows of houses at the rear of lots. (See Annex E.l.) 

The cost of install ina the entire infrastructure package would be about 
$358 per household in Tepucigalpa, $240 in San Pedro Sula. 

In addition to on-site infrastructure within a barrio, some off-site work 
might be needed to connect the barrio to the existinq utilities and access 
streets. Annex E.l. presents the assumptions and des ian specifications which 
enter into the calculation of unit costs for access road connections, 
connections to main water lines and sewerage lines, and off-site storm 
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drainage connections. The total cost of off-site infrastructure will vary 
with the requirements for each community. These costs will be partially 
allocated to non-project communities which may share in the benefits of the 
off-site infrastrcture thus helping to defray these costs for the Project 
beneficiaries. While the Project can finance off-site construction when it is 
the only feasible alternative for connecting community lnfrastructure systems 
to existing trunk lines or main access roads, such investments will be kept to 
a minimum. 

The kinds of home improvements which will be financed are shown in Table 7. 

TABLE 7 

Home Improvernent Costs II 

Home Improvement 

Additional room 
Permanent roof 
Permanent walls 
Support structures 
Concrete floor and foundation 
Doors and windows 
Sewerage connection 21 
Water connection 21 -
Electricity connection ~ 

(dollars) -

Cost 
TegucigalEa 

$ 640 
320 
230 
200 
150 
100 

75 
50 
40 

Per Household 
San Pedro Sula 

$ 622 
320 
230 
ISO 
170 
100 

43 
25 
40 

II The derivation of these numbers is described in the Engineering Report, 
Annex E.l. 

21 These costs will generally be included in the overall infrastructure 
package cost. By doing so it. is expe:ted that the various connection fees 
will be reduced due to economies ot· scale. 

2. Infrastructure Design and Construction Process in Tegucigalpa. 
The patronato, or neighborhood organization works with the Community 
Development Department of the municipality to determine priorities for 
community upgrading activities. Metroplan, the municipal division which 
provides technical help to the communities, is then asked to present a project 
design for approval by the executing agency involved. For water and sewerage 
projects, for example, the agencies would be SANAA and the Infrastructure 
Department of the District Government. The agencies will then cost the plans 
as approved and submit them to the Programming Commission (Concejalia) of the 
District Government for authorization to carry out the work. The project will 
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comply with standards in each city. Although it is important that the 
infrastructure be well designed and constructed with high quality materials in 
order to minimize future maintenance and operating costs, it also is worthwile 
to propose modifications in present standards which can reduce investment 
costs. Specifically, SANAA will be encouraged to permit the municipality of 
Tegucigalpa to use lower water and sewer design standards which are more 
appropriate for the marginal berrios. (See Section 111-8, "Administrative 
Feasibili ty. ") 

The Legal Department of Ule District Government has a great deal of 
experience in bidding procedures and in judging the compliance of bids with 
design and cost estimates. For these reasons, no modifications in the CMDC 
bidding procedures will be required. Together ~'ith the office of the General 
Comptroller, the Legal Department will en~ure l~at proper bidding procedures 
and cost controls are fol'owed. 

The Infrastructure Department is in charge of the construction and 
maintenance of streets and storm drainage systems in Tegucigalpa. It approves 
design plans and is competent to execute projects and to provid~ technical 
assistance and supervision to the barrio for it~ self-help particip.tion. 

ENEE and SANAA are autonomous government agencies responsible for (a) 
electricity and (b) water and sewerage services, respectively. ENE~ has 
provided good service to the barrios with few interruptions of power. SANAA 
has been subject to some criticism in recent years because of poor service. 
It also is open to the criticism that its design specifications have not kept 
pace with modern standards and practices. 

Construction will combine self-help, force account, and contract work. 
Self-help inputs for on-site infrastructure construction will be encouraged 
and supervised. 

3. Infrastructure design and construction process in San Pedro 
Sula. The procedures in Scm Pedro Sula are analogous to those in Tegucigilpi 
ana-need not be described in the same detail. The Community Development 
Department works with the barrios, the Municipal Engineering Division and DIMA 
to design and cost the project. The Municipal Engineering Division and DIMA 
will either contract for construction or do it by force account. 

The Municipal Engineering Division is large, well organized, and well 
staffed. It is quite competent to engage in project activities, which are 
similar to its routine operations related to streets and drainage works. DIMA 
is well staffed, well organized, and efficient. Its attitude is receptive to 
the project. DIMA has appropriate and acceptable design standards and, quite 
significantly, shows the flexibility to modify standards as required for this 
project. 



- 44 -

4. Home Improvements. After consultation with the social workers 
in Tegucigalpa and San Pedro Sula, the homeowner will opt for improvements on 
terms which he can afford. The designs and cost estimates are routine. 
Minimai supervision will be required. In most cases, a "maestro de obra" or 
an engineering student can pI~pare these. INVA can offer this service. For 
loans made by FACACH, the municipalities will have to provide the service. 
The loan funds will be advanced in stages as work progresses. A construction 
technician working for either the municipality or the lending institution will 
ensure that the funds are properly used, that materials are appropriate, and 
that the work is done in accordance with normal technical procedures. He will 
certify and approve the completed work. 

5. Environmental Analtsis. Two lEEs have been prepared recently 
for HG-financed urban developmen projects in Honduras. One was for the 
Shelter for the Urban Poor Project (522-HG-005); the other for the present 
Project. (See Annex E.6.) The findings are similar. The lEE prepared for 
this Project contained a positive determination. This section further 
analyses the environmental problems confronted by this Project, and makes 
recommendations on how to address them. 

a. Tegucigalpa 

There arp three major environmental problems which are 
pertinent to this Project in Tegucigalpa: shortage of water supply, sewerage 
treatment, and erosion a~d sedimentation. 

(1) The Shortage of water is the most serious environmental 
proble~ in Tegucigalpa. There is a c~;npelling need to increase the supply of 
water to meet the demands of the bu~geoning population. Most of the existing 
pipes are old and water loss through leakage is high. Infiltration of the 
leaky pipes is a source of serious contaminatlon. water treatment is 
deficient, consisting mainly of sedimentation and chlorination. Storage tanks 
are less than half filled during the summer (February-April) because of the 
shortage of water supply. water pressure is low and booster pumps have to be 
used for settlements in the higher elevations which can pay for this service. 
The shortage is particularly severe in the lower-income barrios which do have 
piped water. Service is sporadic; barrios sometimes are without water for 
three days; and when water is available, It is rationed for a few hours at 
inconvenient times (e.g. 2:00am to 5:00 am). The District Government 
alleviates the problem somewhat by trucking water into the barrios, but the 
tankcar water js expensive. 

The lOB made a loan tu SANAA to study seven possible sources of increasing 
the water supply. A final project for one of the seven sources is to be 
submitted by 1984. (The loan also fi~ances the improvement of 30 kilometers 
of the city water distribution system.) Engineers at SANAA, however, predict 
that the increased supply will be inadequate for the growing city population 
by the time the project comes into service. The GOH, however, has taken the 
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crcc.:t:cn that t""i~ c-,LJ[lOly pr('hlefT' [nuct tJe shared by all of the population. It 
~il! not arrPGt ~S 2 ~rluti0r imrecino 8ccess of some to the water system, 
~ntarlv the ur~ar ~cn~, to avoi~ having to ration water for others, notably 
thp ~i~nle ~nc ~pcer clas~ec. Accorningly, SANAA has agreed in writing to 
permit thp correction of the water systems to he financed under this Project 
to !t~ ~y~te~. (5ee Annex E.3.). 

Ac ~ t3l1-t~ck option in so~e cases the present Project will rely on waier 
trnr ",ells tc' DE:' cug ii: Hie barrios. A good supply of water (80-120 gallons 
p~r minute) exjst~ at an average depth of 300 feet in most of the city. Only 
in the ~outheast of Tegucigalpa would wells not be a solution. There the 
water is hard ana not potable; but none of the project barrios are in the 
Southeast. 

(2) The sewerace collection, treatment, and discharge systems 
are cuite inaceouate for Tegucigalpa. All sewerage systems presently 
cischarce somewhere into an exposed water course. A high percentage of the 
sewerage is collectea in a major trunk line which eventu2l1y discharges into 
the San Jose °iver. The present Project will tie into the existing system and 
will oischarge sewerage into an existing main pipe or into a polluted dry or 
wet cisposal area. No provision has been made for primary or secondary 
treatment ~efore the point of discharge. However, the Mission will explore the 
possibiJity of using funds available through the Development Support Bureau's 
water and Sanitation for Health (WASH) program to provide technical assistance 
to Teaucicalpa for the design of localized sewage treatment systems. The WASH 
prooram will have at its disposal multi-disciplinary consultant teams whose 
services can be furnished at no cost to AID missions overseas to address 
sanjtary engineering prOblems. In short, although this project does not 
directly aodress the overall sewage ~isposal problems facing Tegucigalpa, it 
will i~prove the handling of sewage in the particular areas in which it 
operates. Furthermore, it is likely that the proposed WASH program assistance 
will resuJt in the inclusion of sewage treatment systems in some of the 
infrastructure packa~es. 

(3) Erosion and sedimentation. Many of the low-income barrios 
are on steep slopes (20%-30% gradient) which are exposed to the dangers of 
erosion and landslides. Despite unstable soil conditions, low-inco~e people 
persist in inhabiting hazardous sites (for example, Picacho, El Reparto, 
Barrio Buenos Aires) because they are near places of work in the city. Steep 
slopes reauire special measures to stabilize ~louses and roads. 

Storm runcff, deforestation, and defoliation combine to produce high 
velocity water discharges ~hich precipitate landslides (El Eden, San 
Francisco, Colonia Soto). Sedimentation modifies the bottom of major 
receiving water courses 3na causes unanticipated flooding. Deforestation and 
tilE' expansive clay soils increase the instability of hillsides, thereby 
contributing to high velocity runoffs and consequent flooding. Localized 
measures to avoid aggravating such problems will be developed as part of the 
upgrading projects. Residents would resist relocation so defense barriers and 
retainino walls will be reauired in vulnerable barrios~ Erosion controls 
:::ould incluce the construction of water di.versions :velocity checks, detention 
hasins, anc check dams. 

b. San Pedro Sula 

In San Pecro Sula, there are two main environmental problems: flooding 
and 2 very high water table. 
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(1) Flooding has been a major problem in the past. Most of the 
problem now has been relIeved by the construction of a long Gabion's dike 
system along the shore of the Chamelecon River and by digging channels to 
divert flood waters into sHampy areas. 

(2) The high water table encourages the use of shallow wells. 
Forty percent of home water ~onsumptlon is from wells. The high water table, 
however, leads to widespread water contamination; and the pollution is 
accentuated by the common absence of well coverings, which allows the entry of 
trash and animal wastes into the wells. The remedy for the prQblem is to 
deepen the wells to 100 feet and to use pumps and concrete well covers. 

(3) Some additional environmental considerations should be 
taken into account in the Project. San Pedro Sula is in a hurricane belt. 
Precautions should be taken in the type of construction and materials 
employed, especially with regard to the fastening of roof covers and the 
location of buildings with reference to the prevailing winds. The heavy 
rainfall (55 inches per year) a~d the deforestation of nearby mountains 
produce high velocity, erosive water discharges which create gullies and strip 
away good topsoil. The corollary of this is the occurrence of sedimentation 
on flat land, mostly of unwanted heavy clay. Measures to combat erosion and 
sedimentation shoulj be undertaken soon. The same kinds of measures 
recommended for Tegucigalpa are appropriate for San Pedro Sula. In the 
interim, the municipality should restrain the elimination of dense vegetation 
and discourage the bulldozing of green areas for new urban developments. 

c. Environmental 
concerns ~ill be a ensure that 
environmentally unsound conditions are not left unattended. The principal 
inst:umeht which will be used in this regard is the sub~roject eligibility 
criteria checklist (See Annex E.2.) already alluded to. Part I of the 
checklist will ensure that subprojects ~re located in areas that are suitable 
for permanent settlement, that is: 

(1) The long-term proposed land use in existing urban plans 
contemplates continued residential use of the site. 

(2) No major rights of way affect the site. 

(3) No major environmental hazards affect the site (flooding, 
landslides). 

(4) Off site sources of basic services (water) are available. 

Part II of the checklist, prepared after schematic designs are available, 
consider the solution given in subprojects design to the water supply, sewage 
disposal and landslir.e/land erosion concerns discussed above. 
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Both parts of the checklist will be reviewed by AID prior to approval of 
specific subprojects. RHUOG/ROCAP resident technical staff will advise the 
municipalities both in the identification of potential environmental issues 
and on possible design solutions. These actions are in con formity with the 
recommendations of the lEE. (See Annex E.6., pp. 8-9) 

o. Economic Feasibility 

The overall socio-economic situation of Honduras was discussed in 
some detail in the Mission's recent CDSS for FY82. The COSS identified the 
need to continue borrowing at favorable terms as one of the most importcnt 
policy choices that the GOH faced. This project helps to meet the reauirenll:;nt 
for covering the current account balance of payments deficit. Although the 
interest rate is not concessional, the 30 year term plus the 10 years of grace 
make the HG loan attractive in relation to the term structure of the GOH's 
debt. 

Emp]oyment generation is a continuing concern. The ross observed that 
operl unemployment was low, particularly among male heads-of-hou5eholds but was 
auite hi9h in the teen-aoe ranks. It aJso observed that a lot of the 
emoloyment was low productivity, low waqe work of an occasional nature. This 
Project directly will create an estimated 1,250 person-years of employment in 
reel, productive work which will tend to absorb some of the unemployed 
teen-age labor either through direct e~ployment in the Project or as 
teen-agers replace older men who move up to better johs in Project-financed 
construction. In quantitative ter~s, the effect is not large, but it will be 
significant in qualitative terms in view of the skills to be acquired and of 
the increase in income of the target aroup. 

The Project's construction activities will have direct backward linkages 
with a variety of domestic industries. Ma~or among these are the manufacture 
of brick, cement, concrete pipe and block, lumber and plumbir;J fixtures. It 
is estimated that 95% to 98~ of materials used in the pro;ect will be 
manufactured locally. On the consumption side, because the labor involvec in 
these projects will be relatively low-income, most of the increased purchasina 
power will be spent on domestically produced goods. Honduran University and -
Central Bank economists have esti~ated the multiplier effect on income to be 
5.56 to 6.67 times the initial capital investment. These estimates were m~de 
in ti~es of greater slack in th~ economy than at present. Using 1978 IMP 
national income data we aerive an Incremental Capital-Output ratio of 3.12. 
This much more moaest and plausible relationship implies a qross r.te of 
return (including depreciation) of 32 percent. Althouoh it-is not possible to 
estimate an economic rate of return to the shelter sector improvements 
themselves, this gross rate of return, significantly higher than either the 
opportunity cost of capital on the interest rate the HG ~oan will carry, 
suggests that the Project will have a beneficial impact on the economy. 
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Moreover, the project will create benefits not captured in national income 
statistics. Particularly relevant are the health and safety benefits that 
derive from water and sewer installations, access improvements, street 
lighting and the title. Increased community spirit arising from the 
participation aspects of the Project is another unquantified benefit of the 
project. 

One Project output, water distribution and connections, has the potential 
for providing beneficiaries with monetary savings. Survey data from marginal 
barrios show that families without household connections pay on the average 
$10.90 a month for water delivered to the house, while families with household 
connections pay an average of $6.77 a month for a larger quantity of water. 
The Social Soundness Survey concludes that approximately 55% ,of the target 
group households do not have piped water. Assuming that 55% of the 31,000 
beneficiary families receive water connections as result of the project, and 
that the level of consumption is equal to that of the families in the survey 
with connections a savings of approximaterly $600,000 a year will be achieved, 
even after considering the cost of amortizing the water infrastructure 
investments. The inclusion of sewer connections will tend to cause an 
increased consumption of water, which will have the effect of reducing or 
eliminating the monetary savings wnile increasing significantly health 
benefits. 

In view of the fact that there are no basic negative economic arguments, 
and that there are strong positive economic benefits to be gained, we conclude 
that the Project is economically feasible. 

E. Financial Feasibility 

1. Affordability of Project Activities. Most of the target group 
are both able to pay for the Project sponsored improvements and willing to do 
so. 

Table 8 illustrates the ability of the target group to afford the various 
components. 
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TABLE 8 

Item 

Affordability of Project Items 

(Percent of Target Group) 11 
Tegucigalpa 

Total infrastructure package ~ 
Permanent roof 
Permanent walls 
Concrete floor and foundation 

81 
43 
65 
81 

San Pedro Sula 

86 
38 
63 
77 

11 For infrastructure terms are 15% p.a., 10 years. For other items, 17% for 
3 years is assumed. It is assumed that 10% of family income is available 
to pay for project items. The cost of the various items for purposes of 
determining the loar. amount was taken from Tables 6 and 7. 

21 Consists of street paving, pedestrian walks, storm drain_ge, water and 
sewerage, and street lighting. The survey in Tegucigalpa found that 7~ 
of the households sampled were willing and able to amortize the total 
infrastructure services package over a 15-year period. 

Source: Income: Direccion General de Estadisticas y Censos, Encuesta de 
In~resos y Gastos Familiares, 1967-1968, updated by the Consumer 
Prlce Index. 
Costs: Engineering estimates (see Section III-C). 

2. Effective demand for project activities 

Effective demand implies both an ability and a willingness to 
pay for a given item. Table 8, acave, indicates that a large proportion of 
the target group can afford the various items. 

The relatively hign proportion of households which can afford the various 
types of home improvements is significant because the loan terms are 
stringent. At this time, a reasonable projection for the interest rate of the 
HG loan is 14.5 to 15.0%. Allowing for a two-point spread for the retail 
lender would require a relending rate of at least 17%. Honduran Central Bank 
regulations only permit such rates on co~mercial loans with a maximum period 
of three years. In fact, the existing policy of the savings and loan 
associations and the credit unions in Honduras is to make home improvement 
loans at these commercial loan terms. 

The survey which was conducted in the bar:ios of Tegucigalpa reveals 
strong preferences among the target group for the same items. (See Section 
III-A and Annex C.l.), When asked if they would be willing and able to pay 
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for permanent walls, for example, the overwhelming response was yes among 
those who did not already have permanent walls. The survey evidence is strong 
for other project items as well. 

3. Revolving Fund. A covenant will provide that Tegucigal~a and 
San Pedro Sula each agree to establish a revolving fund to further Project 
purposes. Reflows of interest and amortization payments will be used to repay 
the HG loan. The excess cash flow will be relent to the same target group for 
the kinds of activities financed by the present Project. During the 10-year 
grace period, the funds will be able to generate a total of $27.2 million on 
the basis of the $10,0 mi2lion HG loan (apart from the $2.5 million of 
counterpart funds). 1/ The outstanding loans in the portfolios will grow most 
rapidly during the last 10 of the 30-year loan period, from $10.9 million to 
I million. Annex 0.1. shows the 30-year sources and uses of funds, the 
cash flows, and the average outstanding portfolio. The revolving funds 
provide an opportunity for the two cities to multiply the impact of the HG 
loan and, to some txtent, give them additional income with which to extend 
services to the very bottom income families who cannot afford to pay initially 
for the minimal services. 

4. Munici1al Finances. Annex 0.3. shows, for Tegucigalpa and San 
Pedro Sula, municipa income, operating costs and investment expenditures. 
The statements show that while the current income of San Pedro Sula increased 
at 8.6% annually between 1976 and 1979 to $6.0 million, the income of the CMOC 
grew at a 42% annual compound rate, 1975-1979, to $9.0 million. The 
extraordinary performance of the CMOe was due to Decree 309 of January 1976 
which established a more efficient administrative organization; and to Decree 
370 of August 1976, which completely restructured the tax system and 
established the right to assess valorization levies. (See Annex F.2.) 

The financial posture of both cities is sound and, as is evident from 
their investment budget, the present Project will not strain their capacity to 
increase the kinds of activities which already figure heavily in their 
investment budget. Indeed the financial drain on their budget is minimal. 

5. Cost Recovery. 

a. The need for cost recovery derives from the relative 
scarcity of resources available to deal with the already serious and rapidly 
growing problems of urban marginal communities. Recuperating costs, is a 
realistic goal to provide almost all marginal community houses with water, 
sewerage, and electricity in Tegucigalpa and San Pedro Sula during the 

1/ Since the sources of counterpart funds are loans which the municipalities 
will repay, these funds are excluded from the analysis. 
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three-year project period. About $8.5 million would bp. required in 
Tegucigalpa, $2.7 million in San Pedro Sula. It is not realistic, however, to 
expect that the municipal general tax revenues can be diverted to cover very 
much of this investment. The alternative to nearly complete cost recovery 
from the beneficiaries must be severe strains on municipal budgets or, more 
likely, the discontinuance of any significant upgrading activities after the 
life of the Project. Substantial subsidies would overly burden the municipal 
budgets. (Annex 0.3. summarizes the sources and uses of funds for Tegucigalpa 
and San Pedro Sula for the past several years.) 

b. Cost recovery mechanisms are available which in principle 
enable the municipalities to recover 100% of the investment costs. The 
principal mechanisms are: 

(1) Valorization assessments already are used in Tegucigalpa 
and a request for approval of using valorization taxes in San Pedro Sula is 
expected to be approved by the Ministry of the Interior. (See Annex F.3.) In 
Tegucigalpa, valorization can be used to recuperate from the beneficiaries 
100% of the cost of infrastructure improvements for water, sewerage and 
electricity. See Annex 0.4. for a description of the steps followed in the 
valorization procedure in Tegucigalpa. 

(2) The cost of water and sewerage investments can be amortized 
by a separate addition to the current consumption charge in monthly billings. 
This is to be used in San Pedro Sula where the existance of a municipal water 
authority, DIMA, facilitates the use of this mechanism. 

(3) Promissory notes (letras) are signed by each beneficiary 
for his share of the cost of the improvement and (in San Pedro Sula) by the 
patronato for the community collectively. 

(4) In the case of invasions of municipal land which are to be 
provided with basic infrastructure as a prerequisite to legalizing tenure, the 
cost of the infrastructure can be included in the cost of the land. 

(5) Decree 833 permits the municipality to withhold payments by 
renters and those buying property on time to the extent necessary to defray 
the cost of installing basic infrastructure. 

Over the long run, the trend should be toward a greater use of 
valorization as a cost recovery mechanism. T:he municipalities ~ill determine 
which of the various ~~chanisms to apply in specific subprojects. This 
decision will be reviewed by AID in determining the elgibility of that 
subproject. (See Subproject Eligibility Criteria, Annex E.2.) 

c. Community upgrading must include everyone in the 
community. Those who cannot pay their full share still are beneficiaries; and 
someone must bear their costs. The municipality has some leeway with its 
valorization tax to assess cost recovery taxes in proportion to the value of 
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the property benefitted. The tax could be assessed to recover 100% of 
subproject costs from those able to pay. This probably will not happen. 
Although some families cannot afford nearly enough to pay their full share of 
community upgrading costs, they should pay something. In Tegucigalpa, the 
procedure will be to bill everyone for full costs and then to tailor repayment 
terms for the lowest-income families ~ho need longer rep3yment periods. 
Procedures in use already in Tegucigalpa allow the Community Development 
Depart~ent to consider requests from individual families for a partial waiver 
of assessed payments. When that De~artment establishes that there is, in 
fact, a case warranting an exception it can grant relief, including a 
temporary exemption from payment for up to six months. Beyond that period it 
must suomit the case to the city council. Typical solutions used are an 
extensiorl of the repayment period or annual escalating payments from a reduced 
base. The policy is that everyone must pay something. Similar procedures 
will be extended to San Pedro Sula. This establishes an accountability for 
all community families. For the families at the very bottom of the income 
distribution the municipality can use resources from its revolving fund to 
reduce their tax liability. Minimal drains on general tax revenues might be 
necessary. 

d. Collections in Tegucigalpa will be handled by one of two 
units. Routine collections, those that are on time and for the full amount of 
the debt, are handled by the Treasury Division of the Finance Comission 
(Concejalia de Finanzas). Delinquent payments, as well as refinancing of 
incomplete payments, are referred to the Credit and Collections Committee, an 
administrative unit which responds directly to the mayor. About 30% of the $4 
million annual tax receipts are not paid on time and referred to the 
Committee. This unit, with a staff of twenty persons, assisted by law firms 
on contract to handle collections through judicial action, has been very 
successful in reducing delinquency in the municipality. In the last three 
years the figure dropped from $3.5 million to $0.5 million. 

In San Pedro Sula both routine payments and collection of delinquent 
accounts are handled by the same Tax Control and Services Department 
(Departamento de Control de Impuestos y Servicios). As in Tegucigalpa, this 
Department has reduced delinquency in recent years, from roughly $2 million in 
1975 to $600,000 in 1979. 

6. Financial Plan 

Tables 9 and 10 summarize the sources and uses of Project funds 
through the Project period. The $10 million HG will be supplemented by a $200 
DG (plus $200,000 of IIPUP funds already authorized) and a local contribution 
of $2.5 million. $1.0 million of the HG will be used for home improvement 
loans in Tegucigalpa ($0.5 million) and in San Pedro Sula ($0.5 million). A 
total of $11.5 million will be used for community upgrading of basic 
infrastructure services. Calculations of the rate of investment of the HG 
funds derive from the Project Delivery P18n (See Annex 0.2.). For the grant 
portion it was assumed that the cost of the TA would be spread evenly over the 
period during which such assistance will be provided. (See Annex B.l.) 
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TABLE 9 

Summary Cost Estimate 
and 

finanCIal Plan 
($.OOO's) 

A I 0 Local COntribution 
1-£ DG TEG. SPS 

9,000 2,000 500 

1,000 

200 

10,000 200 2,000 500 

TotAL 

11,500 

1,000 

200 

12,700 
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TABLE 10 

Projection of Exeenditures b~ Fiscal Year 1/ 
($ OOO's) 

Apellcation: FY 80 FY 81 FY 82 FY 83 TOTAL 

Activity 

Communit~ Improvements 2,055 5,510 3,935 11,500 

Basic Services 

I-bme I,mprovements 68 204 360 368 1,000 

Technical Assistance 

Cost Recovery 22 90 8 120 
Community Development 16 64 80 

Total 106 22413 52878 '4 z303 122700 

1/ Expenditure concept here is that of completed and accepted subprojects or 
portions thereof, no expenditures covered by interim construction 
financing. 

Projection of Expenditures by Source 1/ 
($000'5) -

Source: 

AID 

HG 
DG 

Local Contribution: 

CMOC 
S.P.S. 

Total 

1/ See Table 10, note 1. 

FY 80 

68 
38 

106 

FY 81 

1,810 
154 

373 
76 

22413 

FY 82 

4,664 
8 

1,042 
164 

5,878 

FY 83 

3,458 

585 
260 

4z303 

TOTAL 

10,000 
200 

2,000 
500 

12z700 
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IV. IMPLEMENTATION 

A. Implementation Plan 

1. Particip2tinq Entities. Section II1-B (IIAdministrative 
Fea~ibility") identifies the entities which will be involved in the Project, 
examines lhe role which each is to perform, and assesses their capability to 
imolement the Project. In essence, Project administration will be under the 
supervision and responsibility of each municipal government. They will work 
throu9h the departments of the municipality and with specialized 
infrastructure agencies and other entities for social and financial assistance 
to the beneficiaries. 

2. Activities Scheduling. 

a. Prcject legal documents 

It is expected that the Project will be authorized in 
April, 1980. Project implementation involves negotiating and signing five 
separate leqal documents as follows: 

(1) For the Development Grant, a Project Agreement to be signed 
by the Ministry of Finance, CONSUPLANE and the two participating 
municipalities outlining the use of grant funds for technical assist.nce. 

(2) For the Housing Guaranty an Implementation Agreement to be 
signed by the Ministry of Finance and the two participating municiaplities 
outlinina the use of the proceeds of the HG loan for basic service investments 
and home-improvement loans and setting forth the covenants identified in this 

'paper. 

(3) A Loan Aareement between the Ministry of Finance, acting 
fnr the GOH, and an eliqible U.S. investor setting forth the terms of the HG 
loan. 

(4) A Guaranty Aareement, signed by AID, assuring the U.S. 
investor against any loss, and, 

(5) A Host Country Guaranty, signed by the Mjnistry of Fin9nce, 
acting for the GOH, providing a similar assurance to AID. 

The Project and Implementation Agreements will be signed first, in May, 
1980. Based on the Project Delivery Plan (See Annex 0.2.) two HG Loan 
Agreements in the amounts of $4 and $6 million, respectively, are anticipated 
in approximately October, 1980 and August, 1982. These dates may vary 
aepending upon financial considerations as viewed by the Ministry of Finance. 
The two Guaranty Agreements will be signed concurrently with the Loan 
Agreements. AID will concur in the selection of the U.S. investor made by the 
Ministry of Finance. 
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This entire schedule is expressed in the Project Planning and Tracking 
Network (See Annex B.l.) 

b. Disbursements (HG) 

The HG funds will be disbursed over a period of three years 
from the time of the signing of the Implementation Agreement. The first 
project in Tegucigalpa should be approved in May-June of this year and by 
a -November in San Pedro Sula. Although both municipalities have a 
number of discrete subprojects already in the final stages of preparation it 
will be necessary to insure that these subprojects meet the criteria 
established in the Eligibility Checklist regarding felt community priorities 
within a comprehensive upgrading framework. The first disbursement request, 
for construction advances, therefore, is expected in November, 1980, by which 
time construction will have begun in both cities. Disbursements will continue 
on a regular basis, approximately every three to six months, as shown in the 
Project Delivery Plan (Annex D.2.). Based on that schedule, it is anticipated 
that about $3 million may be required for construction advances. 

c. Disbu:sements (OG) 

The first disbursement of Grant Funds to pay for technical 
assistance should occur during the last quarter of this fiscal year. The 
disbursement period of the Grant will be three years. It is expected that 
most Grant-Financed activities will be completed within 18 months. 

d. Counterpart Funds 

The local financial contribution of both San Pedro Sula and 
the CMOC will be provided mostly from borrowed funds with the remainder coming 
from general revenues. To the degree that most of the local contribution is 
available at the beginning of the Project it will be used for construction 
financing, and will be rolled over as construction financing until the last 
year of the Project. 

With one exception, expenditures will only be accepted for counterpart 
attribution for work done after the Project authorization date. The USAIO has 
agreed that expenditures already made on the rerently initiated San Miguel 
(Tegucigalpa) water and sewer project will be accepted as a counterpart 
contribution, assuming the project is included in the Project for partial HG 
financing. 

3. Procurement/HG disbursement procedures 

a. TA Procurement 

Contracting for the grant-funded technical assistance will 
be done in either of two ways. The muncipalities will handle contracting for 
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3ny lonq-term assistance or for assistance to be procured locally (such as 
l~gdl advice). In these cases, scopes of work will be prepared by the 
municipalities and submitted to USAID/H for review and approval. The 
nunicipalities will then proceed to procure the technical services in 
3ccordance with AID Project Guidelines. Upon submission of a draft contract, 
~he ~ission will confirm financing by an Implementation Letter. 

The alternative procedure will involve the procurement of short-term 
assistance through existing AID indefinite or fixed quantity contracts. The 
municioalities will determine which procedure they want to utilize. 

That portion of the technical assistance which relates to methodologies 
for applying a betterment tax (valorization) to the recuperation of 
investments in basic services may have to be procured outside the United 
States and Central America. Most of the experience in the use of such a tax 
is concentrated in South America, notably Colombia. Accordingly, the draft 
Project Authorization provides the procurement from AID Code 941 for the Grant 
portion of the Project. 

b. Contracting for HG financed activities 

Basic service upgrading subprojects in specific communities 
will be approved by RHUDD/ROCAP and USAID/H utilizing the eligibility criteria 
contained in the checklist in Annex E.2. Those offices will also review and 
approve the plans, specifications, costs, and any change orders for specific 
construction projects to insure, inter alia, that final cost~ of the 
solutions are affordable by the intended beneficiaries. 

Contracting for the HG-financed basic service projects will be done by the 
municipalities. RHUDD/ROCAP and USAID/H will review bid and contracting 
procedures, pre-bid estimates and final contracts in accordance with standard 
HG program procedures. 

For the home improvement loan activity RHUDO/ROCAP and USAID/H will review 
the procedures to be followed by the financial institution selected by the 
municipalities. Particular attention will be placed on criteria for 
eligibility of borrowers and of types of improvements that can be financed. 

c. Disbursement procedures (DG) 

Technical assistance contracts will be reimbursed upon 
receipt of vouchers from the municipalities and approval by U5AID/H. 

d. Disbursement procedures (HG) 

HG fund~ will be disbursed against evidence of either: 

(1) construction financing needs for a specified period of time 
(normally three to six months); 
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(2) completed investments in eligible basic service projects or 
home improvements. 

It is anticipated that up to $3 million in HG funds in addition to the 
local contribution will be required as advances for construction financing. 
All such advances will be cancelled with, the last disbursement against 
evidence of completed, eligible investments. Funds from the local 
contribution will be made available on no less than a pari passu basis with 
the drawdown of HG funds. They will initially be used to establish a rotating 
construction financing fund and be invested concurrently with the last HG 
drawdown. 

AID may accept for HG financing expenditures incurred in or after the date 
of Project authorization for eligible items. 

The request for drawdown will be prepared jointly by the two participating 
municipaljties and forwarded to the U.S. investor and to AID by the Ministry 
of Fi~ance. The municipalities and the Ministry will sign a "Memorandum of 
Understanding" setting forth their agreements ~n tne procedures for requesting 
drawdowns of HG funds. 

The Project Delivery Plan (Annex 0.2.) will be updated quarterly and used 
to monitor the timing and volume of drawdowns. All disbursements of HG funds 
by the U.S. investor will require prior approval by RHUDO/ROCAP. 

B. Mdnitoring and Evaluation 

RHUDO/ROCAP will be responsible to USAID/H for monitoring the 
Project. This will include maintaining the schedule of Project activities and 
assuring the timely delivery of AID inputs. 

Regular, annual evaluations are proposed approximately at each anniversary 
of Project authorization and following completion of all Project activities. 
These will follow procedures described in the DS/H evaluation manual. Project 
evaluation will focus on the extent of coverage and costs of services in the 
barrios affected by the Project. A final impact evaluation will be conducted 
using a modified version of the questionnaire used for the Social Analysis. 
This impact evaluation will measure changes in: (a) source and cost of water; 
(b) source and cost of waste disposal; (c) access to public transportation; 
(d) source and costs of hausehold lighting; and (e) source and cost of home 
improvements. In addition, the attitudes of household heads toward 
participation of community eatronatos will be measured. The survey will take 
two matching samples of famIlies from Project and non-project barrios, to 
enable comparison of Project-financed upgrading to other types of community 
improvement. EV8luations will be financed from HG fee income. 
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lhe PrcjPct ~(;p,p.rrent will include a Conaition Precedent to the first 
c1ishcr<",f""1f:'n! w:licn wi 11 read 3S follows: The Borrower shall submit, in form 
Clno ~·.LJtlctar'ct' sC!~isr('!ctrrf' tG i~.1.D., an analysis of the potential impact of 
trp Fl:- C,'f>ct on 'ft2ter supply in Te(~ucigalpa 8nd the plans of the Borrower to 
cPc:: ."ltn tnp inCTP;JSPC celT,and for wFlter. 

" 
i. • Covenants 

The lr~lp~pntCltion ~creement will include the following covenants: 

c. 1he CMLC ~na the Municipality of San Pearo Sula will each 
set cu a revolvinc funn from the reflo~s of loan payments. The funds will not 
be comminaJec with other city revenues nor will they be used for any purpose 
nther than tc \i) relena to the same tarqet oroup and for the same purprses as 
the Qresent lc~r; ana to (ii) service tn~ HG-loan. 

b. LCClns for infrastructure improvements will be restricted to 
cnmmunities where either there are no land tenure problems or where those that 
cr exi~t cen t,e resolveo hefore construcUon begins. 

c. En"j ronmental condi tinns which could adversely affect a 
crmmunity will he taken into account in suhproject planning and design. 

c. The munjcipalities of Tegucigalpa (CMDC) and San Pedro Sula 
Clnc the Ministry of F"incmce and PlJblic Credit will suscribe by June 30, 1980 a 
Memorandum of Uncerstanding describing the roles and responsibilities of each 
institution il1 thp necotiaticn and drawdowns of the Housn~ ~uaranty loan from 
an eliaible U.S. investor and in the overall conduct of the Project. 

e. The Government of Honduras (GOH) agrees to maintain in 
force in Tegucigalpa, and to extend to the Municipality of San Pedro Sula, the 
leeaJ authority to impose and c:ollect a betterment tax (valorization) and/or 
other appropriate and effectiv~ cost recovery techniques, by September 30, 
}C'Jl. 

2. Neootiating Status 

Three separate meetings were held involving host country 
participants as follows: 

a. March 26, 1980 with representatives of the Municipality of 
San Pearo Sula to discuss in detail project parameters and implementation 
proceoures (incluaing eligibility criteria) as described in this paper. 

b. March 27, 1980 with representatives of the municipality of 
Tegucigalpa (CMOC) for th2 same purpose as above. 

c. April 1, 1980 with representatives of both municipalities, 
of the National Planning Secretariate (CONSUPLANE) and of the Ministry of 
FinBnce (includinQ the mayor of Te9ucigalpa and the Director of Public Credit 
of the Ministry of Finance) to discuss arrangements for borrowing and 
disbursing HG funds. 
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A letter from the Ministry of Interior dated April 10, 19bO (Annex F.3.) 
expresses conformity with the substance of covenant e. specifically. The 
letter of aODlication from the Ministry of Finance is attached as Annex A.B. 
Easpc on the three meetings and the two letters it is clear that all host 
country parties are in full agreement with this project as described in this 
paoer, includjnc the covenants stated above and subproject eligibility 
crjtprja 3S outlined in Annex E.2. 
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5C (1) - COUNTRY CHECKLIST 

A. CENERAL CR !TERIA FOP COUNTRY 
ELIGIBILITY 

1. FAA Sec. 116. Can it be 
aemonstrated tnat contemplated 
assistance will directly benefit the 
neeay? If not, has the Department of 
State determined that this government 
has engaged in a consistent pattern of 
gross violations of internationally 
recognized hun~n rights? 

2. FAA Sec. 481 Has it been 
determined that the government of the 
recipient country has failed to take 
adequate steps to prevent narcotics 
drugs and other controlled substances 
(as defined by the Comprehensive Drug 
Abuse Prevention and Control Act of 
1970) produced or processed, in whole 
or in part, in such country, or 
transported through such country, from 
being sold illegally within the 
juri~diction of such country to U.S. 
Government personnel or their 
dependents, or from entering the U.S. 
unlawfully? 

3. FAA Sec. 620 (b) If assistance 
is to a government, has the Secretary 
of State determined that it is not 
dominated or controlled by the 
international Communist movement? 

4. FAA Sec. 620 (c). If assistance 
is to a government, is the government 
liable as debtor or unconditional 
guarantor on any debt to a U.S. 
citizen for goods or services 
furnished or ordered where (a) such 
citizen has exhausted available legal 
remedies and (b) the debt is not 
denied or contested by such government? 

Annex A. 2. 
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5C (1) - COUNTRY CItCKLIST 

A. CENERAL CRITERIA FOR C()JNTRY 
ELIGIBILITY 

1. The Project Paper demonstrates 
that the assistance will benefit 
the needy. 

2. No such determination has been 
made. 

3. The Secretary of State has 
determined that Honduras is not 
controlled by the international 
communist movement. 

4. A.I.D. knows of no such case. 



5. FAA Sec. 620 (e) (l). If 
assistance Is to a government, has it 
(including goverment agencies or 
subdivisions) taken any action which 
has the effect of nationalizing, 
expropriating, or otherwise seizing 
ownership or control of property of 
U.S. citizens or entities beneficially 
owned by them without taking steps to 
disCharge its obligations toward such 
citizens or entities? 

6. FAA Sec. 620 (a), 620 (f) 6200j 
FY 80 App. Act. Sec. (511, 51~ and 
513.) Is recipient country a 
Communist country? Will assistance be 
provided to Angola, Cambodia, Cuba, 
Laos or Vietnam. Will assistance be 
provided to Afghanistan or Mozambique 
without a waiver? 

7. FAA Sec. 620 (i). Is recipient 
country in any way involved in (a) 
subversion of, or military aggression 
against, the United States or any 
country receiving U.S. assistance, or 
(b) the planning of such subversion or 
aggression? 

8. FAA Sec. 620(~). Has the country 
permitted, or fai ed to take adequate 
measures to prevent, the damage or 
destruction, by mob action, of U.S. 
property? 

9. FAA Sec. 620(1). If the country 
has failed to institute the investment 
guaranty program for the specific 
risks of expropriation, 
inconvertibility of confiscation, has 
the AID Administrator within the past 
year considered denying assistance to 
such government for this reason? 

10. FAA Sec. 620(0)' Fishermen's 
Protective Act of 1937, as amended, 
Sec. 5. If country has seized, or 
imposed any penalty or sanction 
against, any U.S. fishing activities 
in international waters, 

a. has any deduction required by 
the Fishermen's Protective Act been 
made? 
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5. There is no evidence of such 
action. 

6. Honduras is not a comunist 
country. Assistance will not be 
provided to North of South 
Vietnam, Cambodia or Laos. 

7. A.I.o. has no vidence of any 
subversive or agression or of 
plans for such action. 

8. In the past there have been 
incidents where the GOH had been 
unsuccessful in containing 
demonstrations aimed at the U.S. 
Entlassy. This has [lot been the 
case in C'ln,o~t ten years. 

9. The OPIC :'nvestment Guaranty 
Pmgram is 3 n oper~Lion in the 
country. 

10. Honduras has not seized or imposed 
any penal ties or sanctions against 
U.S. fishing vessals because of 
th!.ir activities in international 
waters during recent years. 



D. has ,'::[Irrolete Jt!nial of 
JS5 stance Qeen considered by AID 
Adm nistrator? 

11. F,~ Sec. ~20j rY 80 App. Act Sec. 
(5lB.) (aj :s the aovernment of the 
recipient c~")untry :n - ~t~fault for more 
tnarl sixilonths Or' interest or 
pr incipdl 0 f any ~ ID loan to the 
C:Junt ry? 

,J) Is country in cefault exceeding 
~ne year on interest of principal on 
u.S. l~an Gnde~ program for which App. 
Act appropriates funds? 

12. i:AA Sec. 620( s). If contemplated 
2ss:stance is development loan or from 
Economic Support ~und, has the 
Ad~inis:rator taKen inlo account the 
percpnta]e of t-~ country's budget 
whicn L for III, .• itary expenrHtures, 
the amc~nt of ~oreign exrhange spent 
on miLtary equipment and the amount 
spent for the purchase of 
sopnist12ated weapons systems? (An 
affifrlijtiv'::' answer may refer to the 
recora of :ne annual "Taking Into 
Consideration" memo: "Yes, taken into 
account bf the Admi,istrator a: time 
of approval of Agercy OYS." This 
approval by the Administrator of the 
Jperational Year Budget can be the 
Jasis for an affirmative answer during 
the fiscal year unless significant 
changes i~ circu~stances occur.) 

13. F~ Sec. 620(t). Has the country 
severed diplomatic relations with the 
united States? If so, have they been 
resumed and have new bilateral 
assistance ag:eements been negotiated 
and entered into since such resumption? 

14. rAP. Sec. :;;2C(u). What is t.he 
payment status or the country's U.N. 
obligations? If the country is in 
arrears, were such arrearages taken 
into acccunt by the AID Administrator 
in deter~ining the current AID 
Operational Year Budget? 
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11. Honduras is not in default on any 
such loans. 

12. N/A 

13. No. 

14. Honduras is not in arrears to the 
extent described in Article 19 of 
the U.N. Charter, 



15. FAA Sec. bLOA, Fy 8U App. ActJ 
Sec. (521.) Has the country gr~nted 
sanctuary from prosecution to any 
individual or group which has 
corrmi t t Pi) Cln {)C ( 0 f inte rna tional 
terrorism? Has the cuuntrf granted 
sanctuary from prosecution to any 
individual or group which nas 
committed () war crime? 

16. FAA Sec. 666. Does the COuntry 
object, on basis of race, religion, 
national origin or sex, to the 
presence of any officer or elllployee of 
the U.S. there to carry out 2conomic 
aevelopment program under FAA? 

17. FAA Sec. 669, 670. Has the 
:ountry, dffer August 3, 1977, 
deliver?o or received nuclear 
enr ict i",,;nt or reprocessing equipment, 
materials, or technology, without 
sDecified arra~gements or safeguards? 
ti~s ~t deton~ted a nuclear device 
after August 3, 1977, although not a 
"nuclea:--weapon ::;tate" LJnder the 
nonproliferation treaty? 

8. FUNDING 5]URCE CRITFJUA FOR 
COUNTRY ELIGI8ILITY 

1. Development AS5,istance Country 
Criteria. 

a. FAA ~ec. l02(b) (4). Have 
criteria been established anQ taken 
into account to assess commitment 
progre3s of country in effectively 
involving the poor in development, on 
such indexes as: (1) increase in 
3gricultural productivity through 
small-farm labor intensive 
agriculture, (2) reduced infant 
mortality, (3) control of population 
growth, (4) equality of income 
distribution, (5) reduction of 
unemployment, 3nd (6) increased 
literacy. 

15. No. 

16. No. 

17. No. 
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B. FUNDING SOURCE CRITERIA FOR 
COUNTRY ELIGIBILITY 

1. 

a. Criteria for assessing progress in 
involving the poor in development 
have been set through Sector and 
Subsector assessments in 
Agriculture, Education, and 
Nutrition, and will be set in this 
years urban-regional and health 
sector assessments. 



~. FAA Se::. JI4(d) (1) i IDC Act 
of 1~79. !f iJlJProoriate, is this 
developrnl' f lt (including Sar)el) activity 
desiqnea :0 buiL] motivation for 
small~r families througn mocification 
of eC'~WJrl1ic ,-lrlLJ--,ucial (,!)fllhtions 
·Ju;)r.;:)[ti/~ ,)f t~~ jesi:'c for large 
fdrnilie', if) prCJI:rJlns such as education 
in cHid Ol_t or' scnool, nulritic~" 
disease 2Jntrol, mRt~rnal and cnild 
health seryi~cs, d~ricultural 
pr8duc~lon, rural development, 
as'3i5tar1c~e to urban poor and through 
cOfTJ1luni t/-~J,lsed develoP[T':~nt programs 
wnich gi~e reconnitinn co people 
mc:ivatea to limit Ule size of their 
f5milies? 

2. Economic Supoort Fund Country 
Cr iteria. 

a. FAf\ Sec. 5028. Has the 
country (a) engaged in a consistent 
pattern of gross violations of 
internationally recognized human 
rights or (b) made such significant 
improvements in its human rights 
record that furnishing such assistance 
is in the national interest? 

b. FAA Sec. 533(b). will 
assistance under the Southern Africa 
program be provided to Angola, 
Mozambique, Tanzania, or Zambia? If 
so, has President waived prohibition 
against the assistance by determining 
that such assistance will further U.S. 
foreign policy interests? 

c. FAA Sec. 609. If commodities 
are to be grantea-sD that sale 
proceeds wil: accrue to the recipient 
country, have Special Account 
(counterpart) arrangements been made? 

d. FY 80 Ap~. Act Sec. (510.) 
Will assistancee provided for the 
purpose of aiding the efforts of the 
government of such country to repress 
the legitimate rights of the 
population of such country contrary to 
the universal Declaration of Human 
Rights? 
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b. Through the provision of technical 
assistance to support the 
construction of basic 
infrastructure services, this 
development activity wjll improve 
nutrition, disease control ~nd 
health services through community 
based programs which in turn will 
motivate people to limit f8mily 
size. 

2. 

a. Honduras has not engaged in gross 
violations of human rights. 

b. N/A 

c. N/A 

d. No. 



e. FAA Sec. 6208, p,P. 94-329 
Sec. 406. will ESE De furnished 
to Argentina or Chile? 

5e( 2) - ffiOICT CrErKI 1ST 

A. (ENERAL ..:RITEi\l· r-Oli r-RO.ECT 

1. FY 80 App. Act \I;lnumberedj 
FAA Sec. 634A; Sec. 653(u); (a) 
Describe how authorizing and 
appropriations Coni i ttees of Senate 
and House have been or will be 
not~fied concerning the project; (b) 
is ~~sistance within (Operational Year 
Budget) country or international 
organization allocation reported to 
Conc~~ss lor not more than $1 million 
over chat figure)? 

2. F,:J\ ',"', 611(a) (1). Prior 
to obligation In excess of $100,000, 
.,.,ill here be (a) enqi'll!t=ring, 
fiGancial, and other ~lans necessary 
~o carry out the lssistance and (~) a 
reasonably firm estimate of the cost 
to the U.S. of the assistance? 

3. FAA Sec. 611 (a) (2). If 
further legislollve Jction is required 
within recipiL. It country, what is 
basis for reasonable expectation that 
such action will be comrleted in time 
to permit orderly ac('rliil~lishment of 
purpose of the assistance? 

4. FAA Sec. 611(b)i FY 80 App. 
Act Sec. (501.) If for water or 
water-related land resource 
construction, has project met the 
standards and cr~teria as per the 
Principles and ~tandards for Planning 
water and Related Land Resources dated 
October 25, 1973? 

5. FAA Sec. 611(e). If project 
is capital assistance (e.g., 
construction), and all U.S. assistance 
for it will exceed $1 million, has 
Mission Director certified and 
Regional Assistant Administrator taken 
into consideration the country's 
capability effectively to maintain and 
utilize the project? 

e. No. 
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5C (2) - PRO.ICT CI-ECKd3T 

A. G::NERAL CRITERIA FOR PRO.ICT 

1. a. This project"':J included in 
the FY1980 Honduras CongressionaJ 
Presentation. 
b. The assistance is within the 
allocation reported to Congress. 

2. Yes. 

3. No legislative action will be 
required within recipient country 

4. N/A 

5. Yes 



6. r-AA Sec. 209. Is project 
susceptible of execution as part of 
regional or multilateral project? If 
50 wny is project not so executed? 
Infor~ation and conclusion whether 
assistance will encourage regional 
~evclopmcnt programs. 

7. rHA Sec. 601(a). Information 
and conclusions wnether project will 
encourage efforts of the country to : 
(a) increase the flow of international 
trade; (b) foster private initiative 
and competition; (c) encourage 
development and use of cooperatives, 
credit unions, and savings and loan 
3ssociations; (d) discourage 
monopolistic practices; (e) improve 
technical efficiency of industry, 
agriculture and cornnerce; and (f) 
strengthen free labor unions. 

8. F"AA Sec, 60l(b). Information 
and COliC l.usion on how project will 
encourage U,S, private trade and 
investment abroad and encourage 
~~ivate U.S. participation in foreign 
dssistance programs (including use of 
private trade channels and the 
services of U.S. private enterprise). 

9, FAA Sec. 612(b)' Sec. 
636(h). Describe steps Eaken to 
assure that, to the maximum extent 
possible, the country is contributing 
local currencies to meet the cost of 
contractual and other services, and 
foreign currencies owned by the U.S. 
are utilized to meet the cost of 
contractual and other services. 

10, FAA Sec, 6l2(d). Does the 
U.S. own excess foreign currency of 
the country and, if so, what 
arrangements have been made for its 
release? 

11. FAA Sec. 601(e). Will the 
project utilize competitive selection 
procedures for the awarding of 
contracts, except where applicable 
procurement rules allow otherwise? 
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6. The project is not suitalbe for 
execution as part of a regional or 
multilateral project. 

7. The project will marginally 
contribute to increasing 
international trade due to import 
component of construction which 
the technical assistance provided 
by this project is supporting. 
Bidding procedures will discourage 
monopolistic practices. TechnicaJ 
efficiency of informal housing 
sector to be improved. 

8. Contracted technical assistance 
will be provided by U.S. citizens. 

9. The Government of Honduras is 
contributing $2.5 million in loca: 
currency to help defray local COS1 

expenditures. 

10. The U.S. does not own such excess 
currency. 

11. Yes. 



12. FY 80 Ap~. Act Sec. (521.) 
If assistance is or the production of 
any commodity for export, is the 
commodity likely to be in surplus on 
world markets at the time the 
resulting productive capacity becomes 
operative, and is such assistance 
li~ely to cause substantial injury to 
u.S. producers of the same, similar or 
competing commodity? 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance 
Project criteria 

a. FAA Sec. l02(b)j 111· 113· 
281a. Extent to which activity wIil 
rar-effectively involve the poor in 
development, by extending access to 
economy at local level, increasing 
labor-intensive production and the use 
of appropriate technology, spreading 
investment out from cities to small 
towns and rural areas) and insuring 
wide participation of the poor in the 
benefits of development on a sustained 
basis, using the appropriate U.S. 
institutions; (b) help develop 
cooperatives, especially by technical 
assistance, to assist rural and urban 
poor to help themselves toward better 
life, and otiler ..... ise encourage 
democratic private and local 
governmental institutions; (c) support 
the self-help efforts of o~veloping 
countries; (d) promote the 
participation of women in the national 
economies of developing countries and 
the improvement of women's status; and 
(e) utilize and encourage regional 
cooperation by developing c~untries? 

b. FAA Sec. 103, 103A, 104, 105, 
1061 107. Is assistance belng made 
avallable: (include only applicable 
paragraph which corresponds to source 
of funds used. If more than one fund 
source is used for project, include 
relevant paragraph for each fund 
source. ) 
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12. Assistance under this program is 
not directed at promoting 
commodities for export. 

B. FUr{) ING CR ITER IA FOR PRO.:ECT 

1. 

a. Community up~rading solutions are 
offered to poor who could not 
otherwise afford such 
improvements. Individual and 
group initiative is encouraged 
through participation in community 
groups. 



(1) (103] for agriculture, rural 
development or nutrition; if so (a) 
extent to which activity is 
specifically designed to increase 
producti v itl and income of rural poor; 
[103A] jf for agricultural research, 
f~ll Jc~ount shall De taken of the 
neeus uf small farmers, and extensive 
use of fiela testing to adapt basic 
research to local conditions shall be 
made; (D) extent to which assistance 
is used in coordination with programs 
carried out under Sec. 104 to help 
improve nutrition of the people of 
developing countries through 
encouragement of increased production 
of crops with greater nutritional 
value, improvement of planning, 
researCh, and education with respect 
to nutrition, partic~larly with 
reference to improvement and expanded 
use of indigenously produced 
foodstuffs; and the undertaking of 
pilot or demonstration programs 
explicitly addressing the problem of 
malnutrition of poor and vulnerable 
people; and (c) extent to which 
activity increases national food 
security by improving food policies 
and management and by strengthening 
national food reserves, with 
particular concern for the needs of 
the poor, through rr.easures encouraging 
domestic production, building national 
food reserves. expanding available 
storage facilities, reducing post 
harvest food losses, and improving 
food distribution. 

(2) [104J for population planning 
under sec. 104 (h) or health under 
sec. 104 (c); if so, a. extent to 
which activity emphasized low-cost, 
integrated delivery systems for 
health, nutrition and family planning 
for the poorest people, with 
particular atterltion to the needs of 
mothers and young children, using 
par3medical and auxiliary medical 
personnel, clini:s and health posts, 
commerical distribution systems and 
other modes of community research. 

Annex A.2. 
Page 9 of 15 



(4) [105] for education, putlic 
adminstration, or human resources 
development; if so, extent to which 
activity stengthens nonformal 
education, ~akes formal education more 
relevant, especially for rural 
families and urcan poor, or 
strengthens management capability of 
institutions enabling the poor to 
participate in development; and b. 
extent to which assistance provides 
advanced education and training of 
~eople in developing countries in such 
disciplines as are required for 
planning and implementation of public 
and private development activities. 

(5) [106] for technical 
assistance, energy, research, 
reconstruction, and selected 
jevelopment problems; if so, extent 
activity is: (i) (a) concerned with 
data collection and analysis, the 
training of skilled personnel, 
resesrch on and development of 
suitable energy sources, and pilot 
projects to test new methods of energy 
production; and (b) facilitative of 
geological and geophysical survey work 
to locate potential oil, natural gas, 
and coal reserves and to encourage 
exploration for potential oil, natural 
gas, and coal reserves. 

(ii) technical cooperation and 
development, especially with U.S. 
private and voluntary, or regional and 
international a~velopment, 
organizations; 

(iii) research into, and 
evaluation of, economic development 
processes and techniques; 

(iv) reconstruction after natural 
or manmade disaster; 

(v) for special development 
problems, and to enable proper 
utilization of earlier U.S. 
infrastructure, etc., assistance; 
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(vi) for programs of urban 
development, especially small 
labor-intensive entepr~ ',es, marketing 
systems, and firlancial [jr other 
institutions to help urJan poor 
participatE in economic and social 
development. 

c. [107J is appro~lriate effort 
placed on use of approprjate 
technology? (relatively smaller, 
cost-saving, labor using technologies 
that are generally most appropriate 
for the small farms, small businesses, 
and small income3 of the ~oor.) 

d. FAA Ses. 110(a). Will the 
recipient country provide at least 25% 
of the costs of the program, project, 
or ati vity with respect to which the 
assistance is to be furnished (or has 
the latter cost-sharing requirement 
been wail'ed for a "relatively least 
developed" country)? 

e. FAA Sec. 110(b) Will grant 
capital assistance by disbursed for 
pro~2ct over more than 3 years? If 
so, has justification satisfactory to 
Congress been made, and efforts for 
other financing, or is the recipient 
country "relatively least aeveloped"? 

f. FAA Sec. 281(b). Describe 
extent to which proJram recl]gniz~s the 
particular needs, desires, and 
capacities 8f the people of the 
country; utilizes the country's 
intellectual resources to encourage 
institutional development; and 
supports civil education and training 
in skills required for effective 
participation in governmental 
processes essential to self-government. 

g. FAA Sec. 122(b). Does the 
activity give reasonable promise of 
contributing to the development of 
economic resources, or to the increase 
of productive capacities and 
self-sustaining economic growth? 
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(vi) Small labor intensive 
construction entities will be 
involved in home improvement 
program. Pilot community 
development effnrts will help the 
urban poor participate in economic 
and social development. 

c. Yes. 

d. Yes. 

e. Grant capital assistance will be 
disbursed within 3 years. 

f. The project's design provid~~ for 
the development of various types 
of low-cost basic infrastructure 
solutions tailored to the needs, 
desires and capacities of 
beneficiaries. All technical 
assistance will be provided to the 
Municipalities own personnel who 
will be responsible for project 
implementation. 

g. The goal of the project is to 
improve the living conditions of 
the urban poor. By improving the 
institutional capacity to channel 
effective demand, the project will 
stimulate the productive sector 
that will have to supply this 
demand. 



2. DeveloEment Assistance Project 
Criteria ( oans Only) 

a. FAA Sec. 122(D). Information 
and concTusion on capacity of tile 
country to repay the loan, at a 
reasonable rate of interest. 

b. FAA Sec. 620(d). If 
assistance is for any productive 
enterprise which will compete with 
U.S. enterprises, is there an 
agreement by the recipient country to 
prevent export to the U.S. of n~re 
than 2m; of the enterprise's annual 
production during the life of the loan? 

3. Project Criteria Solely for 
Economic Support Fund 

a. FAA Sec. 531(a). Will this 
assistance nromote economic or 
political stability? To the extent 
possible, does it reflect the policy 
directions of section 102? 

b. FAA Sec. 551(c). Will 
assistance under this chapter be used 
for military, or paramilitary 
activities? 

5C(3) - STANDARD ITEM CHECKLIST 

A. Procurement 

1. FAA Sec. 602. Are there 
arrangements to permit U.S. small 
business to participate equitably in 
the furnishing of commodities and 
services financed? 

2. FAA sec. 604(a). Will all 
procufement be from the U.S. except as 
otherwise determined by the President 
or under delegation from him? 

3. ~AA Sec. 604(d) If the 
cooperating country discriminates 
against U.S. marine insurance 
companies, will commodities be insured 
in the United States against marine 
risk with a company or companies 
authorized to do a marine insuranc~ 
business in the U.S. 

2. 

a. N/A 

b. N/A 

3. 
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a. The project will promote political 
stability by improving the living 
conditions of the urban poor in 
Honduras' two major cities. The 
project reflects the majority of 
the principles stated in section 
102. 

b. N/A 

5C (3) - STAf'.OARD ITEM CHECKLIST 

A. 

1. Yes. 

2. Yes. 

3. Yes. 



2. FAA Sec. 61l(c). If 
contracts for constructIon are to be 
financed, will they be let on a 
competitive basis to maxirrum extent 
practic301e'? 

3. FAA Sec. 620(k). If for 
construction of productive enterprise, 
will aggregate value of assLtance to 
be furnished by the U.S. not exceed 
$100 million? 

C. Other Restrictions 

1. FAA Sec. 122(b). If 
development. loan, is interest rate at 
least 2% per annum during grace period 
and at least 3% per annum thereufter? 

2. FAA Sec. 301(d). If fund is 
established solely by U.S. 
contributions and administered by an 
international organization, does 
Controller General have audit rights? 

3. FAA Sec. 620(h). Do 
arrangements exist to insure that 
united States foreign aid is not used 
in a manner which, contrary to the 
best interests of the United States, 
promotes or assists the foreign aid 
projects or activities of the 
Communist-bloc countries? 

4. FAA Sec. 636(i). Is 
financing not permitted to be used, 
without waive, for purchase, sale, 
longterm lease, exchange or guaranty 
of motor vehicles manufactured ourside 
the U.S. 

5. Will arrarlgements preclude 
use of financing: 

a. FAA Sec. I04(f). To pay 
for performance of abortions as a 
method of family planning or to, 
motivate or coerce persons to practice 
abortions; to pay for performance of 
involuntary sterilization as a method 
of family planning, or to coerce or 
provide financial incentive 'to any 
person to undergo sterilization? 

2. Yes. 

3. N/A 

C. 

1. N/A 
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2. No international organization will 
have administrative 
responsibilities under this 
program. 

3. Yes. 

4. Yes. 

5. The project agreement will provide 
for specific use of AID funds for 
agreed upon purposes and thus 
preclude allocation of such funds 
for the purposes covered by the 
legislation cited in items S.a 
through S.i. 



4. FAA Sec. 604(e). If offshore 
procurement of agricultural co:nrnodity 
ur product is to b~ financed, is there 
provision aguinst sucn procuren~nt 
wnen tne oomestic price of such 
.:ommooir.y is less tnan purity? 

5. FAA SeC. 6C8(3). Compliance 
witrl requirement in section 901(lJ) of 
the Merchant Marir~ Act of 1~36, as 
amenaed, that at least 50 per centum 
of tne gross tonnage of corrmodities 
(computed separately for ury oulk 
:arriers, dry cargu liners, and 
tankers) financea snall be transpoIt€:d 
on privately owned U.S.-flag 
commercial vessels to the extent that 
such vessels are available at fair and 
reasonaole rates. 

6. FAA Sec. 621. If tecnnical 
assistance is financed, to the fullest 
extent practicable will such 
assistance, goods and professional and 
other services from private 
enterprise, be furnished on a contract 
basis? If the facilities of other 
Federal agencies will be utilized, are 
they particularly suitaole , not 
competitive witn private enterprise, 
and made available without undue 
interference with domestic programs? 

7. Inter~ational Air Transport. 
Fair Competitive Practices Act, 1974. 
If air transportation of persons or 
property is financed on grant basi5, 
.,.,ill provision be made that U.S.-flag 
carriers will be utilized to the 
extent such service is available? 

8. FY 80 AtD. Act S~c. [505]. 
Does the contrac for procurement 
contain a provision authorizing the 
termination of such contract for the 
convenience of the Unitea states? 

B. Construction 

1. FAA Sec. 601(d). If a 
capital (e.g., constructiur.) project, 
are engineering and profeszional 
Services of U.S. firm~ and their 
affiliates to be used to the maximum 
extent consistent with the national 
interests? 
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4. No sucn procurement i 
contemplated. 

5. The project agreement will pro'o/iae 
for compliance with this 
requirement. 

6. Technical assistance to be 
financed under the program will be 
furnished to the fullest extent 
practicable by private 
organizations or individuals. 

7. Yes. 

8. Yes. 

B. 

1. Yes. 



b. FAA Sec. 620(g). To 
compensate owners for expropriated 
nationalized property? 

c. FAA Sec. 660. To provide 
training or advice or provide any 
financial support for police, prisons, 
or other law enforcement forces, 
except for narcotics programs? 

d. FAA Sec. 662. For ellA 
acti vities? 

e. FY 80 App. Act Sec. [504] To 
pay pensions, etc., for military-
personnel? 

f. FY 80 App Act Sec. [506] To 
pay U.N. assessments? --

g. FY 80 Aep. Act Sec. [507] To 
carry out provislons of FAA section 
209(d) (Transfer of FAA funds to 
multilateral organizations for 
lending. ) 

h. FY 80 APt' Act Sec. [511] 
finance the expor of nuclear--
equipment, fuel, or technology or to 
train foreign nationals in nuclear 
fields? 

To 

i. FY 80 Aep. Act Sec. [515] To 
be used for publlcity or propaganda 
purposes within U.S. not authorized by 
Congress? 

Annex A.2. 
Page 15 of 15 



DEPA RTM ENT OF STAT f 

AGENCY FOR INTERNATIONAL DEVlLOf-ME/l.ir 

THE HOUSING GUAR,,\NTY PR()Gl~AM 

STATUTOR Y CHECKLIST 

A. General Criteria Under HG Statutory Authority. 

Section 221 (a) 
Will the proposed project meet the following criteria: 

(J) is intended to increase the availability of domestic 
financing by demonstrating to local entrepreneurs 
and institutions that providing low-cost housin~ is 

Annex A. 3. 
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ANSWER yr.S/~O 
PUT PP PAGE RE
FERENCES !\!;D/OR 
F.xPLAN A'T'IO NS \\' HEftE 
f· P PI'. CJ prj AT r: 

financially viable; Yes 
---------------------

(2) is intended to assist in marshalling resources for low--
cost housing; No 

~~-----------------
(3) supports a pilot project for low-cost shelter, or is 

intended to have a maximum demonstration imp~ct 
on local institutions and national polky; ~nd Yes 

(l~) is intended to have a long run goal to dcvelop 
domestic construction capabilities and stimul.te 
local credit insti!utions to make available domcstic 
capi tal and other management and technological 
resources required for low-cost shelter procr~ms .md 

------------------------

pOlicies? ... N=o _____________ _ 

Section 222(a) 
Will the issuance of this guaranty C'~use th~ tot~1 f3ce 
amount of guarar.cies issued and outc;tanding .:It this time 
to be in excess of $1,130,000,000? No 

Will the guaranty be issued privr to Septefnber )'), 19iG? 

Section 222(b) 
~'iJl the prcposed guaranty result in activi ties which 
emphasize: 

m projects providing improved home sites to poor 
families on which to build shelter and related 
serii~es; 

yes 

,No 



- 2 -

(2) projects comprised of expandable core shelter units 
on serviced si tesj No 

Annex A.3. 
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-----------------
(3) slum upgrading projects designed to conserve and 

improve exis ting shel ter; Yes 
~---------------

l~)sheJter projects for low-income people designed for 
demonstratlOfi or in<;tituuon building; and Yes -=-=-=--------

(5) community facili ties and services in support uf 
projects authOrized under this section to irnpr~ve the 
shel ter occupied by the poor? No 

Section 222(c) 
U the project requires the use or conservation of energy, 
was consideration given to the use of solar energy techno-
logies, where economically or technicaUy feasit.,e? ..;.N...I./_A ________ _ 

Section 22J(<:1) 
WjU the A.I.D. g';Jaranty fee be in an amount authorized 
by A.I.D. in accordance with its delegated powers? Yes 

~-------------

Section 223(Q 
Is the maximum rate of interest allowable to the eligible 
U.s. Investor as prescrib~ by the Administrator not more 
than one percent (1%) anove the current rate of interest 
applicable to hou:;ing mortgages insured by the Depart-
ment of Housing and Urbc.n Development? _Y..:e ... slC... _____ _ 

Section 22J(h) 
WiH the Guaranty Agreement provide that no payment 

. may be made under any guaranty issued for any loss 
arisi~g out of fraud or misrepresentation [or which the 
party seeking payment is responsible? Yes 

Section 223(P 

(J) Is the host country a country that is presently receiv
ing development assistance under chapter I of part I 
of the Act or one tha t has recei ved such assistance in 

-----------------

the preceding two years? --,,-Y~e.::s ________ _ 

(2) Will the proposed Housing Guaranty be coordinated 
with and comrlement<:1ry to other development 
assi~tance in the host country? Yes 

(3) WiU the proposed Housing Guaranty demonstrate the 
~ibili ty of particular kinds of housing and other 

--------------
institutional arrangements? Yes 

----------------
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(4) Is the project designed and planned by :'.100. -;0 rha t 
at least 90 percent of the face value of the proposed 
guaranty will be for housing suitdble for !urndies 
below the m('dian income, or below the medi.:m urban 
income for housing in urban areas, in the host 
country? Yes 

(.5) .Will the issuance of this guaranty cause the face 
value of gL:aranties issued with respect to the host 

J\nnex A.3 . 
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c.:ountry to exceed $25 million in any fiscal year? No 
-----------------------

(6) Will the issuance of this guaranty cause the .werage 
face value of all housir,g guaranties issued in this 
fiscal year to exceed $15 millJon? No 

....:.;,.;~------

Section 233(c) 
~'J11 the gU:lranty agreement provide that it will cover 
only lenders v. ho are "eligibie investors" within the 
meaning of this sectIOn uf the statute at the time the 
guaranty is issued? 

B. Criteria l!nder Gene~.)J Foreign Assistance Act Authority. 

Section 62'J/620-A 

I. Does the host countrv meet the general criteria for 
country ellgibllity under t,"le Foreign Assistance Act 
as set forth in the country elig!bili ty ciH!cklist 
prepared at the beg:'1nlng of each Yf!ar? 

2. Is there 2.;lY reason to believe that circumstances 
. have changed in the h.Jst country so tr"lt it would nO'N 
pe ineligible under the country statutory checklist? 

Yes 

Yes 

Yes 
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PROJECT AUTHORIZATION 

Name of Country: The Republic of Honduras Name of Project: Urban Upgrading 
Number or Project: 522-0155 

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as 
ammended, I hereby authorize The Urban Upgrading Project for the Republic of 
Honduras involving planned obligations of not to exceed Two Hundred Thousand 
($200,000) United States Dollars in grant funds over a three year period from 
date of authorization, ~ubject to the availability of funds in accordance with 
the A.I.D. OYB/311otme~t process, to help in financing foreign exchange cost 
for the project. 

2. The projRct consi~ts of providing technical assistance to the municipality 
of San Pedro Sula ano the Metropolitan Council of the Central District in 
support of the development objectives of the Urban Upgrading Housing 
Investment Guaranty Program. 

3. The Project Agreement which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations .nd 
Delegations of Authority shall be subject to the following essential terms .nd 
covenants and major conditions, together with such other terms and conditions 
as A.I.D. may deem appropriate. 

4. Source and Origin of Goods and Services 

Goods and services except for ocean shipping, financed by A.I.D. under the 
project shall have their source and origin in the Central American Common 
Market Countries, and in countries included in A.I.D. Geographic Code 941, 
except as A.I.D. may otherwise agree in writing. 

Ocean shipping financed by A.I.D. under the project shall, except as 
A.I.D. may otherwise agree in writing, be financed only on flag vessels of the 
United States. 

Signature 
Edward W. Coy 

Assistant Administrator for 
Latin America and the Carribean 

(Acting) 
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(DRAFT) 

(Jl1 A ({A NT \' A LJ I'll 0 t{(ZATIlJ N 

PROJECT 522-HG-006 

Provided From: Housing Guaranty Authority 

To (;overnment of Honduras 

For Urban Upgrading - 522-IIG-(106 

Pursuant to the authority vested in the ActinK Assistant Administrator, BUrl'llU for LAtin 
'\lllt'ri,:-a a/ld tlie r:llrihtJf'l'ln by thc Foreil~11 :h"istlln('(' Act of 1961, liS IllTlclldcd (r ,\A), And 
tilt' delegHtions of l.llltllvrity isslIed thereulJder, I hereby authorize the ic;sllllnce of 
gtlltrllntll's plJr:,uHllt to S(,l'tj"ll '2'L'Z of tl1l' ["1\,\ of 110t to ('xCl":eo ten millin;l dollars 
($10,OIJO,Ollll) In filCI~ itl!lOllnt, fl)r f1l'tiVllil's Hssur'ill~ a~f\;nst losses of not to exrf',~d one 
Ilulldrl~d pt'~('l)llt (InU·'.·) d IOlln in\'i'!.·l nlL'l1t 1l11d i:ll~rl'st, will! re~r>l:ct tu loans by cligjl)!l~ 
LS. IIlve . ..,tors l"illVC:.;tUI''') aC'el'tll'lhle tp \.l.ll. lI1t1d,~ to fillHIl<'e urt"''ill lIogr~dil1~ projPcts 
("Projl'(~l"")in [[ondll1'fls. 

l. Ter!:l of (;\Ia!'cll:t'J: '111(' lORn sl]lI11 extend for a pcriod cf lip to thirty yeArs (3·)) 
frorn ttw ([,lte o:(jis~lIlsement lind rn.'1Y include a gr:lt'c periotl of up to ten yenrs 
on refJ~ylr.E'qt or ~)I'incilJtil. TII(~ g'lIHranty of the loan sllall extend for a period 
bc~ifll1ing wi til t IIC fil'st disbul'sernt.'nt of tile lonn and shHll continlle until such 
timp H" the IllVe.,tor IlflS been [1nid in full pursuant to the terms of the 101ln. 

2. Interest Hu t(': The rl.l Ie or interest oH.YHble to the Investor pursuant to tlle loan 
Sh,l11 not exceed the ,llJowtlblc rate of interest prescribed pursuant to Section 
~23(f) of the FAA und shull l>~ consistent with rates of interest generally 
IIvHiltJ.ble for silTlilar t,vpes of lonns rnmle in the long term United States cRpital 
lI1R.rl<ets. 

3. novernrncnt of lIontillrElS CJuarHntv: Tile (;ovcrnmcnt of Hondurns shall ~rovidc 
for a -rU1lT~lTI) lind cI'cdit guara~y illdemnifying A.J.D. in United StAtes dollRrs 
ussuring IIgllinsl All Jos,scs arising by vil·tue of A.I.D.ts guarRnty to the Investor or 
from l1on-prIYlnt'nt of tile guaranty f('e. 

4. Fee: Tile f(le of the United States shall be payable by Borrower in dollars 8mi 
shalllJe ol1C"-llIllf pert'('nt (l/2-X,) PCl' IIImum of the outstanding guarantied amount 
uf tile Il)an plus a fi xC'd H mount equal to one percent 0',,,) of the amount of U1C 
10dn .!lIthoril.cd, or uny pH.d thereof, to be paid as A.l.D. may determine u[>on 
disburs,-'ment M the IWHl. 

http:Irive.4t
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6. Other Terms and ConGitions: The guaranty shall be subject to such other terms 
and conditions as A.I.D. w.ay deem necessary, including a covenant by the 
Borrower that the benefits of the loan will flow directly to families earning 
below the median income in the applicable urban area. 

Clearances: 
DS/H:David McVoy -17/'1\ 
GC/H:Barbara Davis 
DS/H:Sonny Low T. '-Y-''----=--: 

FM/LD:El'nest Wilson 
LAC/DR:Robert Math-:"i ..... a --'--"'-'--
LAC/DR:!\1arshall Brown 
LAC/CEN:William Luken----
GC/LAC:Annette Adams -----
DS/H:SLOW:prj:4/14/80 

Edward W. Coy 
Acting Assistant Administrator 

Bureau for Latin America and Caribbean 

Date 



S-66 
Tegucigalpa, D.C., marzo 28, 1980 

Senor 
John R. Oleson 
Director 
Agencia Internacional para 
el Desarrollo (AID) 
Presente 

Senor Direcmr: 
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El Plan Nacional de Vivienda para el per10d0 1979-1983, preparado per 
el Consejo Superior de Planificacion Econ6mica (CONSUPLANE), contiene 
un subprograrna de mejoramiento de ~ios que establece los objetivos 
siguientes yara las comunidades rrarginales de Tegucigalpa y San Pedro 
Sula: 

- Mejorar la situacion habitacional de la poblacion urbana de esca
sos recurs os , los servicios resicos y el medio ambiente. 

- Obtener la participacion activa de la poblacion en la solucion de 
sus proble.rras. 

- Utilizar los recursos h1..lTl'aJ1oS y rrateriales locales disponibles. 

- Estimular el desarrollo de una tecnologJ.a de construccion apropiada. 

Para ayudar a lograr estos objetivos, el G::>bierno desea llevar a cabo 
un proyecto de mejoramiento urbano, de tres afios de duracioo, en Tegu
cigalpa y San Pedro Sula, con la asistencia de AID, la cual financia
re la entrega de servicios bc3.sicos incluyendo agua, alurnbrado electri
co, sistemas de alcantarillado, sistemas de drenaje pluvial y rutas 
pavimentadas para el servicio de transporte colectivo a las comunida
des urbanas marginales identificadas par las municipalidades partici
pantes. Tambien se proporcionara financiamierito en fornE. de prestalI'O 
para mejoramiento de viviendas, a los residentes de las comunidades 
marginales beneficiarias. Aderras, se requerira asistenr-ia tecnica fi 
nanciada bajo donacion para la aplicacion de tecnicas de valorlzacion 
en la recureracion del costo de las rrejoras, para el desarrollo de 
procedimientos para legalizar la tenencia de la tierra en las comuni
dades rrarginales y para el fortalecimiento de las habilidades de las 



Sr. John R. Oleson 
Pagina 2 
Marzo 28, 1980 
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organizaciones com~es existentes de ayudarse as~smo y para tra
tar con institucior.es nacionaJ.es. 

Para financiar el proyecto, el Gobierno negociara un prestario de diez 
millones je d61ar~s ~3jO el Prograrna de Garant!a para Inversion de Vi
viendas de AlD. PDemas seran necesarios 0.5 millones de ~61ares adi
cionales en fondos de donacion de la AID, para los servicios sociales 
y los aspectos ce dsistencia tecnica conEXOS del programa. La rnunici
palidad de San Pedro Sula y el Concejo Metrop:)litano del Distrito Cen
tral proporcion IT'an aproxirrBdamente 0.5 Y 2.0 millones de dOlares res
pecti vame.ntc. ell fondos de ccntraparte. 

El prestatario sera el Ministerio de Hacienda y credi to PUblico. Los 
fondos del proyectos se canalizaran a las rm.uUcipalidades participan
tes a traves del Bancc Central. de Honduras mediante prestarro sin ccsto 
adicionc1.l y a igual plazo. 

Sin otro particular, aprovecho la oIXJrtUni.dad para suscribinre del se
las muestras de mi ~? distinguida ccnsideracion y 



MUNICIPALIDAD DE SAN PEDRO SULA 
DEPARTAMENTO DE CORTES 

HONDURAS, C. A. 

Marzo 31 de 1980 

Sr. John Olsen 
Director de la Mision AID 
en Honduras 
Tegucigalpa,D.C. 

Distinguido senor Director: 

or. No. 
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Con el debido respeto me dirijo a usted, para solicitarle muy formalmente 
a ese prestigiado Organismo el cual usted dignamente dirige la inclusion
de esta Mun;cipalidad dentro del programa de financiamiento de los proyec 
tos tales como: -

a) Mejoramiento de V;vi~ndas 

C
b) Alcantarillado Sanitar;o y r-luvial 
) Agua Potable 

d) Energ;a Electrica 
e) Vlas de Acceso 0 Penetracion 

Maniflestole ademas estar totilmente de icuerdo con la participacion d.l 
20% como contra-parte de esta Municipalidad en el financiamiento del cos 
to total del progrnma a desarrollarse. 

Agradec;endole anticipadamente su valiosa colaboracion, me suscribo de -
usted. 

cc:Archivo. 



CONCElO METROPOLITANO DEL DISTRITO CENTRAL 
TECL'C1CALPA, D c., HONDURAS, C. A. 

8 de marzo 1980 
OFIero No. 000421-PCMX.80 

Senor Director 
Agend.a de los Estados I..b.ldos 
para el Desarrollo Inte:rnacional 
Licenciado John Oleson 
Su Despacho. 

Estimado Licenciado Oleson: 

A TI!lHX 1\ .S. -_._------
Page 1 of 1 

De la rn.::mera mas atenta deseo oficializar ruestra solicitud 

de prestamJ para m2joramiento de barrios m:u-ginados. 

En conjunto con la !'-li.micipalidad de San Pedro Sula, desearnos 

obtener fondos para dicha actividad por una suma aproximada 

de VElNl'E ~ITI.l.CNES DE LEMPIRAS (IPS. 20, 000. 000. 00) de los -

cuales CINCO MILLO..\lES son para la M..micipalidad de San Pedro 

Sula y QUINCE MILLONES para el Concejo Metropolitano del Di~ 

trito Central. 

su siempre g-=ntil y ecidida cons ide:rac i6n . 

cc. Senor Minis tro de Gobernaci6n 
y JustiCia. 
Vice Presidencia,CMDC 
arch. 
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tions o[ the urban poor in the tage of low-income communities with basic infra- Comparison with base year data. MunICipalities ClllltlllU~ to give 
marginal settlements of Tegucig:lpa structure services. An increase in the number high pciority to the upgrading 
and San Pedro Sula. of houses with minimally accepted physical of mar~inal co,"",unities. 

standsrds. The bcneficid(leS will cooperate 
in the p·C'f;ram . 

6.1. ,~.... To improve the capac ity of 
the municipal governments of Tegu
cigalpa and San Pedro Sula to man
age programs to upgrade marginal, 
urban communities through cost re
coverable investments. 

C.1. 0 ... ,.-. 

I. Installation of basic ser.vices 
infrastructure in low-income areas 
2. Legalizeu l~nd tenure for resi
dents in low-incoae sreas. 
3. Improvement of individual housing 
units in low-income areas. 

4. Improved municipal capability to 
implement upgrading p~ograms. 

1.1. EN.I P •• ,.c, I'.... A system developed for upgrading 

living conditions in marginal areas based on 
self-financed projects. Ability of the system 
to utilize sufficient quantities of market rate 
funds cO enable the'upgrading program to continue 

C.2. o...pvt 1~lut •• 

I 31,000 households in approximately 80 margi
nal communities receive infrastructure services. 
2. Land tenure problems resolved in same 80 
communities. 
3. 2,000-2.500 home improvement loans made. 
4 a , Basic ser/ice~ cost recovery ~echanisms a~ 

plied in 10 marginal commuoities. 
b. 400 patH,nato leaders trained 
c. methodoJo~y and maoua1s for munic~pal commu__ --------------------+:-;-:~ n.1ty_deLe.IOpt>ent ef!m'! R !!eY.lnp~ _ , 

0.1. I",,,,.. 0.2 ........ I"C ... ,. .... 

I. Financial Inputs 1.1. $10,000.000 
1. 1. HG Loan 1. 2. 200 000 
1.2. Development Grant 1,3. 2,500,000 
1.3. Local Counterpart 12,700.000 

2. Technical Assiatance 

2. Approxigately 24 persOD/.ontha. 

• ~. Municipal budgets. 

C.l. 

Municipal plans for housing 
sector in POyt project years. 

Project records. 

D:J. Project recorda. \ 

Low-income co~uoit1es are 
willing and able to pay for 
improvements. 

"~5\1n?tlon ... lor achiev1.n& .lut~ut.: (C-4, 

1. Cost recov~ry sy51c~, are 
adaptable to mar8inal community 
Upgrading. 
2. Municipalities continue to 
provide beneficiaries with oppoP
tunity to legalize land tenure. 
3. Capable financial lnstitutio~ 

are identified to manage home u. 
provement loans. 

,\S.urption~ for pr.:V"";4inr i:'lpI..:'-: (0-';') 

1.1 HG Loan capic~l ~ill be 
available in the J.S. ~arket. 
1.4. Hunicipalities will raise 
counterpart funds. 

2. Suitable T.A. can be pro
vided and will be accepted 

\::I 
QI )::lI 

\0 . ~ 
m ~ 

ttl 
X 

0 tIl ..... 
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SOCIAL SOUNDNESS ANALYSIS 

I. INTRODUCTION 

A. Purpose of the Project. 
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A primary purpose of the Urban Upgrading project is to demonstrate that 
the residents in 18w-income, marginal barrios (urban neighborhoods) in 
TegucigalpJ and San Pedro Sula are willing and able to pay for basic public 
services and home improvements if credit can be made available to them. At 
stake here is the viability in the two municipalities of using valorization 
tdxes, a system of taxation by which the cust of the public works is allocated 
to neighboring properties in proportLon to the benefits conferred. 

A second theoretical issue inherent in the project design is that of local 
responsibility for and control of urban upgrading as opposed to central 
government direction and management. A fundamental aim of the project is to 
increase the institutional capacity of the municipal governments in 
Tegucigalpa and San Pedro SuI a to promote and finance improvements in marginal 
urban barrios. The approach of the project, then, is two-pronged: to 
demonstrate to the municipalities that cost recuperation is a viable approach 
to urban upgrading and to increase their institutional ability to deal with 
the problem. 

8. Methodology 

1. Scope. The investigation undertaken in connection with this 
Project Paper consists primarily of a household survey of the socia-economic 
characteristics of families in marginal barrios vis-a-vis their willingness 
and ability to pay for improved housing and utilIfIes.--ro date this survey 
has been conducted only in Tegucigalpa with a sample of 204 families in 29 
marginal barrios, but the survey instrument could also be applied in San Pedro 
Sula. 

Data from other surveys and other relevant secondary materials were drawn 
upon to supplement information not ascertained in the survey undertaken here. 
Studies of the housing sector by the GOH and by private consulting groups have 
been particularly useful. Furthermore, extended interviews were held with 
municipal officials in Tegucigalpa and in San Pedro Sula and marginal barrios 
were visited in both cities in an attempt to better understand the social 
reality of the housing situation. 

A copy of the survey instrument and interviewer's manual are on file in 
USAID/Honduras. A complete set of the computerized data is on file at 
USAID/Honduras and at the Gerencia de Trabajo Social, CMDC. 
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The time frame for the design and printing of the survey instrument and 
the interviewer's manual, the recruitment and training of the interviewers, 
the design of the sampling frame, and the time available for conducting the 
field work in Tegucigalpa was three weeks. 

2. Selection of the Sample. Selection of the sample in Tegucigalpa 
presented very special problems. Although the barrio is a meaningful unit for 
analysis, there does not exist a comprehensive list of the barrios (official 
Dr unofficial place names) for the Tegucigalpa-Comayaguela area of the 
Distrito Central nor is there any agreement on the number of barrios which 
exist. The Cadoster for the city is nearing co~~letion, but a truly 
representative, up-to-date sample cannot be drawn until the computerized 
information becomes available. Selection of the families to be interviewed 
also was a proolem since there are no reliable estimates of the population in 
each barrio. Estimates used here are based upon Cadastral records on the 
number of inhabited structures per Cadastral zone. 

In tne absence of a uniform sampling base for all barrios, the consultant 
took a sub-sample of housing units in 44 marginal barrios, utilizing the 
sampling frame of the survey of all housing units in those barrios undertaken 
in 1979. II A sample of 204 housing units was selected by a 
computer-generated random number program of the 7,479 families surveyed by the 
CMDC. Ideally, the present ROCAP survey would have been conducted with the 
families selected by the random number porcess, but that proved to be 
impossible. Residential turnover in marginal barrios appears to be rapid, 
and the existing land-use configuration also changes rapidly in the initial 
stages of settlement. Houses appear on every available empty space, often 
resulting in a honeycomb of winding passageways reached only by foot. There 
usually are no marked streets, nor is there necessarily any agreement among 
the residents upon place names, either of the transit routes or of the barrio 
itself. The location of the housing units in most cases could not be 
ascertained by the information supplied on the CMDC questionnaires. Efforts 
to find the families through the auspices of the patronatos (local communty 
councils) also proved inadequate. After two days of frustrating attempts to 
interview the families selected by the random number generation, the 
contractor opted for a quota procedure, i.e., only the number of interviews 
per barrio was maintained. The number of sampled households per barrio can be 
assumed to be roughly proportional to the population in each barrio. 

II Summary rp.sults for these barrios are pre$ented in Melba Luz Zuniga M.'s 
report, "Caracterizacion de Pobladores Residentes en Barrios Urbanos 
Pobres." The Zuniga report cites widespread inconsistencies in the data. 
Upon her recomendation the CMOC is not using the data for purposes of 
planning and recently initiated the field work for another survey which, 
it is hoped, will provide the information on the barrios which the CMDC 
needs to perform its work. 
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This sampling procedure produced results which are very comparable to a 
1976 survey of 2,614 families in eighL marginal barrios. 2/ The data from the 
ROCAP survey is internally consistent and highly associated. The quota 
sampling methodology is felt to be an appropriate alternative because the 
barrios in Tegucigalpa tend to be physically separate neighborhoods with a 
high degree of internal homogeneity. This homogeneity results from the 
settlement oattern as well as from topography. Even in areas of recent 
settlement where colonias (a term used indiscriminantly with barrios in urban 
Honduras) are often continuous, there are usually well-defined geographical 
Dounaaries and the residents closely identify themselves with their own 
barrio. 3/ 

In a settlement area such as Tres de Mayo in Comayaguela, for instance, 
one can see the physical boundaries of the adjoining barrios. Tres de Mayo 
lies in a bowl-Shaped depression or gully. Las Mercedes rises on a nearby 
hillside, and Los Profesores lies in an slightly higher linear depression 
above Tres de Mayo. Each of the barrios originated at different periods, and 
their socia-economic composition reflects the age of the settlement, as does 
their housing structures. 

3. The Household Interviews. Interviews were conducted with the 
head of household, defined as the person other members considered the head, 
who was usually the chief source of economic support for the family. The 204 
interviews were conducted in 29 of the 44 marginal barrios in eleven of the 
city's cadastral zones, thereby providing d study of a wide cross-section of 
the city's marginal barrios. The barrios selected dre listed per cadastral 
zone with the number of interviews per barrio and the number of occupied 
housing units per cadastral zone in Table 1. Information on the number of 
occupied housing units is not availabe for two of the zones (8 and 16). 4/ 
The sample represents approximately one percent (0.95%) of the occupied -
housing units in the zones, excluding the two for which information is not yet 

2/ Junta Nacional de Bienestar Social. "Investigacion sabre la Poblacion 
Marginal, Programa Accion Familiar," 1976. Sometimes referred to as "Las 
Crucitas" study. 

3/ Michael Conroy, a University of Texas urban economist, explains the origin 
of these homogeneous barrios in relation to the existing topography in _ 
study recently completed for ASEP.aDE: "The Selection of Barries and 
Families for the Study." Typescript in the possession of Melba Luz Zuniga 
M. 

4/ Information supplied by the CMOC, Cadastral Divsion from a report on 
occupied housing units made on January 16, 1979. More current statistics 
will become available soon when the computerization of the remaining ten 
zones is completed. 
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available. The estimated population in the 9 zo~es for which information was 
availaole as of January, 1979, was 130,704. Map 1 shows the location of the 
cadastral zones and the barrios which existed ir 1977. 

The survey field work was conducted between February 27 and March 3, 
following a training course on February 26 held at the CMOC. St~ff from the 
Planning Division of the C~VC acted as field supervisors and the contractor 
supervised the training course and reviewed the completed questionnaries at 
the end of each day's work. 

4. Data Analysis. The questionaire was designed with a pre-coded 
format which eliminated extensive recoding. Staff from the CMOC and Honduran 
sociologists and social workers assisted in the preparation of the 
instrument. The data were processed by staff of USAIO/Honduras at the 
Honduran Ministry of Finance utilizing the SPSS (Statistical Package for the 
Social Sciences). All frequencies, cross tabulations, and other statistical 
procedures presented in this report have been subjected to the proper 
statistical control, a built-in feature of the SPSS System. The survey data 
are significant at a Chi-square level of less than 0.01 unless otherwise 
specified. 
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HOUSEHOLDS SELECTED PER BARRIO/CADASTRAL ZONE 

l'-1iramesi 
Canteras 

Barrios 

Nueva Santa Rosa 
San Paolo 
Quebrada La Orejona 
Cerro Juana Lainez 
Guamilito 
E 1 Chile 
Bella Vista 
Pat. 30 de Noviembre 
c:l Pedregalito 
La Laguna 
La Haya 
Quiroz 
Villafranca 
Alemania 
La Pava y Amates 
Sagastume 
El Reparto (San Pablo Arriba) 
Oivanna 
San Francisco 
Soledad 
Santa Eduviges 
El Socorro 
La Fraternidad 
La Trinidad 
La Providencia 
14 de Marzo 
Col. Monterrey 
Col. San Jose de la Pena 
Henry Merriam 

Sample 
Households 

2 
3 
4 

15 
1 
1 
3 
8 
2 
1 
5 
5 
9 
8 

20 
5 
2 
6 

18 
15 
22 
6 
3 
7 
6 
2 

11 
10 
o 
2 
2 

204 

Total No. of 
Occupied 

Dwelling Units 
Per Zone 

2,229 

1,467 

1,294 
3,634 
5,794 

2,280 
2,210 

1,153 

1,356 

21,427 



II. OVERVIEw OF THE MARGINAL BARRIOS 

A. Teguciga~ 

- 6 -

ANNEX C.1. 
Page 6 of 41 

Approximately 84 of the estimated 191 barrios in Tegucigalpa can be 
classified as low-income or marginal, according to a recent assessment of 
existing oarrios. It is estimated that approximately 45% of the population in 
the Centr81 District lived in marginal barrios in 1976. 5/ Another estimate 
~l~ces tne percentage of marginal families at 31.8% of the total number of 
f3milies in tne Central District. 6/ 

It must oe emphasized that there is no systematic list of all the city's 
barrios. Cadastral, Metroplan, census and Oistrict lists are incompatible and 
incompl~te. Estima(es ra~ge from 177 (1974 Census) to 181 (Es uema Oirecto de 
Grdenamiento ~etropoJ.itano commonly known as Metroplan, 1976. Sources ln the 
C~C state tnat at least 10 new barrios have appeared since 1976. 

The formation of the marginal barrios, sometimes referred to as "repartos 
marginados," nas been underway in Tegucigalpa for over 20 years. As population' 
increased and the city expanded outward, vast areas of privately held land and· 
in some cases ejidal (communal) lands were bypassed or were withheld from 
development for purposes of spesulation. Consequently, large areas of 
undeveloped land are interspersed among neighborhoods which are zoned for 
residential and industrial use. This settlement pattern, coupled with the 
city's topography, has tended to preserve the homogeneity of the residential 
b~rriosl since they tend to be separated one from anuther. In the process of 
urbanization, undesirable lands in gullies and ravines and on steep slopes and 
hills were also bypassed. 

It is in these undesirable a~eas that many of the city's existing marginaL 
barrios began to develop in the 1960's and 1970's. The location of the 
barrios has moved steadily towards the periphery of the city, mostly to the 
Northwest (sector 7), East (sector 16), and South (sectors 21-24). The newest 
barrios do not appear on the 1977 cadastral map. The expansion and formation 
of the marginal barrios was fed by an ever-increasing stream of migrants into 
the center city. After a period of adjustment to city life, the migrants 
began to organize spontaneous land invasions, popularly referred to as 
"recuperations," in outlying areas. 

The term "recuperation" refers to invasions of ejidal or conmunal lands 
which since the 16th century have been administered by the municipality. By 
law the municipality can recuperate ejidal lands when they are not being used 
for the purpose for which they were originally donated, i.e., agriculture, in 

a, 
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'nost cases. In theory, ejidal lands cannot be sold to individuals; but in the 
13te 19th century such transactions occurred in spite of laws prohibiting such 
sales, and the lands have subsequently been sub-divided, developed, and 
sold. 71 The exi~tence of illegally sold ejidal lands has proved to be a 
major ~roolem for the municipality. It now finds itself in the role of 
nt~l~otidtir1(;; J2tw<=:en "rightful :Jwners'l and illegal squatters, who claim they 
dIe recuper3ting the ejidal lands. 

Tne ~receuent for illegal land invasions of ejidal land was apparently set 
Dy tne sponteneous seizure of ejidal lands in the area now known as Barrio La 
Jivanna in 1962. La Dlvanna is located to the south-west of the city in 
Cadastral Zone 13 (see Map 1). The municipality legalized the takeover and 
tnereoy set a precedent for active involvement in the land and housing 
~roolems of tne urban poor. A wave of invasions, not all on ejidal lands, 
rolloweu i~ the 1960's and 1970's. Some were peaceful but others resulted in 
violent confrontations which in some cases led to forceable evictions by the 
;:;01i:::e. 

The tactics of the municipality with regard to legitimization of the land 
c13ims have varied, depending upon the type of ~and in question. In some 
cases, for example in Zapote Norte, the CMDC purchased invaded land from the 
Jwners. Illegally purchased ejidal lands have presented a special problem. 
In one hotly-contestea case, the Colonia Alemania (located well to the west of 
the last barrio in Cadaster Zone 7 on Map 1), the District is encouraging the 
ocr::upants to negotiate directly with the "owner," contending that he purchased 
the land in good faith. In another case, Guamilito, the CMDe exchanged lands 
with the legal landholder to legitimize the invasion settlement. ~/ 

There are three types of land tenancy situations which the District must 
deal with in negotiating with invasions: ejidal lands, privately-owned lands 
(some of ejidal origin), and national lands. In addition, the District must 
enforce standards in the settlements it approves. Often sub-divisions are not 
in compliance with the municipal ordinances which require provision of basic 
public services tc the lots. Decree 833 (Annex B) empowers municipalities to 
intercede directly between real estate developers ana buyers to ensure the 
provision of services. 

7/ An excellent study of the historical and legal background of the land 
tenure situation in the Distrito Central, is Gloria Marina Gomez Martinez, 
"Tenencia de la Tierra en el Area Metropolitana," Thesis submitted to the 
Department of Legal and Social Sciences of the National Autonomous 
University of Honduras in October, 1979. 

8/ See CMDC, Gerencia de Trabajo Social, "Estudio de Casos sobre Proyectos de 
Vivienda de Interes Social Realizados en la Ciudad de Tegucigalpa, D.C., 
Guamilito, Zapote Norte, Pedregal del Norte." (Typescript) Tegucigalpa, 
D.C., October, 1978. 
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Despite Decree 833, land disputes involving the right to settlement, 
conflicting claims, and the provision of adequate services can be expected to 
increase as the city continues to expand. Gloria Marina Gomez Martinez has 
~ointed out that the city's g~owth corridor lies along lands which are 
concentrated in the hands of a very few families. This concentration has led 
to unregulated speculatio~ in land and to a systematic violation of zoning, 
sub-db 1 sion regula tions, and building ordinances on the part of the 
develooers. 91 

All these types of land tenancy situations are represented in the ROCAP 
survey. Families living on invaded private lands represented 0.5% of the 
sample households; invaded public lands, 31.4%; illegal sub-divisions, 16.7%; 
unauthorized sub-divisions with inadequate public services, 41.2%; and other 
types (legal sub-divisions with full infrastructure services and lands 
developed by the National Housing Institute or INVA) , 10.3%. The 
characteristics of families are discussed in relation to land tenancy in 
Section III of this report. 

3. Migration. Urban growth in Honduras was accelerated by the 
mechanization of the agricultural sector. This process displaced agricultural 
workers and peasants and spurred their migration to urban centers ir. search of 
jobs in the underdeveloped industrial sector. The results of the migration of 
largely unskilled workers into a limited job market are high unemployment and 
underemployment; a disproportionately large service sector composed largely of 
vendors or peddlers, domestics, and repairman; and a shortage of suitable 
housing and urban services. The end product was the creation of marginal 
barrios and the condition of "marginality", characterized by a lack of access 
to adequate housing, health, education, employment, etc., and low and often 
irregular incomes which contribute to family disintegration. 

There is 110 systematic study of migration to Tegucigalpa, but data from a 
1976 survey of marginal barrios in the Central District suggests a pattern of 
migration from rural communities in adjacent departments to the city center 
(the entrepot), followed by gradual dispersal to the periphery in the form of 
illegal settlements. About 82% of the heads of households studied had lived 
in Tegucigalpa for five years or more, but only 65% of the families had lived 
in the barrio for two years or more. 64.4% were rural in origin, mostly from 
adjoining departments. 10/ This interpretation is confirmed by social workers 
in the marginal barrios--. 

9/ Gloria Marina Gomez Martinez, ~ cit. p. 83. 

10/ JNBS, loc cit. Data were processed in 1978. 
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B. San Pedro Sula 

San Pedro Sula has the highest growth rate of all urban centers in 
Central America. Its population, fed by an increasingly large in-migration of 
displE, ed agricultural workers, grew at an annual growth rate of 9.7% and 
7.6%, respectively, in the periods 1950-1961 and 1961-1974, compared to 5.7% 
and 5.6%, for Tegucigalpa for the same periods. 

The impact of this rapid growth can be seen in the unplanned spillover of 
settlements into the low-lying lands to the east of the city. The development 
of this sprawling slum community has led municipal planning officials to 
aDandon the assessments and recommendations of the city's urban plan, the 
Es[udio Plan Regulador del Urbanismo, conducted in 1976 by 
HIDR05ERVICE-CINSA. This plan projected urban growth along the north-south 
axis. Cadastral officials in San Pedro Sula estimate that the population in 
the rapidly growing eastern corridor is now over 10,000. The Cadastral 
department conducted a study of this region in 1978 to prepare a case for 
extending the city's boundary to encompass the area. Their recommendations 
for incorporation of the area under the municipality's jurisdiction, entitled, 
Justificacion de la Am liaciJon del Radio Urbano de la Munici alidad de San 
Pedro Sula, is stIll under consideratIon as 0 this writIng. Only a small 
portion of this eastern growth sector, the older part of Rivera Hernandez, has 
been surveyed by the Cadastral department, since the population has spread 
east and south since 1978. Other colonias included in this growth corridor 
are Las Brisas, 6 de Mayo, and Central (see Map 2). 

Improvement of housing and living conditions in the eastern zone is a 
major priority and this improvement erltails regularization of the land tenure 
situation and incorporation by the municipality. At present the municipality 
has no legal authority to regulate conditions in the zone. It should be noted 
also that real estate developers are planning middle-class sub-divisions in 
the east-southeast growth corridor. This growth corridor can be identified in 
Map 2 as the area adjacent to the route southeast to La Lima, a community with 
a population estimated at 10,000. As a result of the population settlements 
along this new growth axis, the municipal planning officials encourage urban 
upgrading projects in this region and contend that the recomendations of the 
Plan Regulador have been superseded by events. III 

III The only volume of the multi volume Plan Regulador currently in use is 
Vol. VI, Instrumentos Normativos, Ordenanza de Zonificacion y 
Urbanizacion, (1976). 
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III. CHARACTERISTICS OF THE TARGET GROUP
 

A. Tegucigalpa
 

Income Distribution. The majority (73%) of all families living
 
in the 29 barrios surveyed have monthly family incomes below $180, equivalent
 
to the median monthly family income for Tegucigalpa. Consequentially, most of
 
all of the barrio families fall into AID's target group. The income
 
distribution is presented below.
 

TABLE 2
 

INCOME DISTRIBUTION OF SAMPLED HOUSEHOLDS
 

Income Income Mean Monthly 	 Percent
 
Group 	 range Family Income Cases of Total
 

Less Than
 
Low $ 99.50 $ 63 	 56 27.5
 
Target
 
High - $ 100 $ 135 	 92 45.1
 
Target 	 180
 
Non 	- more than 313 56 27.5
 
Target 	 180
 

204 	 100.0% * 

* 	 Due to rounding off, the total percentage in this and other tables is 
sometimes not exactly 100.0% 

The mean monthly household income for the sample was $ 164 and the median
 
was $ 134.
 

Data were obtained on income per individual (12 years of age and older)
 
and also by source, as a check on the data supplied. As expected, many female
 
household members were economically active. Male heads of household, however,
 
unsually declared as an initial response that the wife was a housewife or did
 
nothing. Only when the head was asked specifically per item who in the
 
household had contributed economically to the family budget during the past
 
week by making articles or food for sale, selling or reselling, running a
 
business, receiving a pension, etc., was the information elicited.
 

Often the interviewee forgot to mention that the family had a pulperia
 
(small grocery store), for instance, or that the family received money from a
 
son living in another country. Only when the interviewer specifically
 
mentioned these items did the respondent volunteer the information. Economic
 
activity, as such, apparently is not always perceived as "work." As a result
 
of this difficulty in recall and systematization of economic activities
 
performed by family members, the information supplied per individual on the
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second page of the questionnaire is incomplete, and for that reason is not
 
treated in depth here. The information on amount of income per source,
 
however, is felt to be fairly accurate. Data per individual is probably
 
accurate only for salaried workers. This difficulty on the part of the
 
interviewer and the interviewee in supplying the information desired, by

indivioual and by source, has obvious design implications which should be
 
taken into consideration in future survey work. These problems cannot be
 
eliminated merely thorough more through training.
 

The breakdown of income by source for all families surveyed appears below,
 
expressed as a percentage of the total.
 

TABLE 3 

PROPORTION OF TOTAL MONTHLY INCOME BY SOURCE
 

Source Percent of Total 

Salaries and Wages 88 

In-Kind Income 3 

Sales of Processed Foods 1 

Sales of Own Agricultura or
 
Animal Production 1
 

Manufacture of Articles
 
for Sale 3
 

Business 
 2
 

Others - Pension, Trans
ferences, Rents. 2
 

T 0 T A L 100
 

2. Occupational Structure. Due to the difficulties described above
 
in specifying economic activities per individual, these data dc not lend
 
themselves to an extensive treatment of the occupational situation of family

members in marginal barrios. One difficulty is that work performed in the
 
informal sector is often hard to classify, especially if it is sporadic,

unskilled, and not regularly remunerated. This description applies to the
 
majority of service workers and small businessmes and women interviewed.
 

The economically active persons for whom data was obtained worked in the
 
following branches of economic activity:
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TABLE 4
 

BRANCHES OF ECONOMIC ACTIVITY
 

Percentage
 
Sector of Total
 

Manufacture 20.3
 
Construction 19.7
 
Services 23.9
 
Public 6.0
 
Military/Police 1.5
 
Business 20.3
 
Transportation 6.9
 
Agriculture 1.5
 

TOTAL 100.0 %
 

The majority of heads of household, however, worked in the construction
 
industry as laborers, in services as domestic employees, repairman, and
 
personal services workers, and in business activities.
 

TABLE 5
 

BRANCH OF ECONOMIC ACTIVITY BY ROLE OF HOUSEHOLD HEADS
 
(Percent) 

Activity 
Branch Laborer Domestic White Collar Total 

Manufacturing 15.3 13.1 

Construction 26.4 22.6 

Services 15.3 100.0 11.1 19.0 

Public 6.9 33.3 9.5 

Military/Police 4.2 3.6 

Business 18.1 55.6 21.4 

Agriculture 1.4 1.2 

Transportation 11.1 9.5 

T 0 T A L 100.0 % 100.0 % 100.0 % 100.0 %
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The majority of household heads, 58.3%, receive weekly or monthly

salaries. 26.2% are self-employed merchants and salesmen (peddlers, market

vendors, tortilla makers, pulperia owners, etc.), 
and 8.3% are self-employed

service vorkers such as repairman, laundresses, etc. 6.0% have no fixed

employment; and 1.2% were classified as others (unremunerated family workers,

etc.) 

Tne proportion of salaried workers (68.5%) and self-employed vendors
 
(i9.9%) increases if all economically active household members are included.

6.8% of tne total are self-employed service workers, 3.9% have no 
fixed
 
employment and 0.9% are listed 
as "others". An analysis of the branch of

economic activity for male and femala leads of households was not
 
statistically significant.
 

Housing
 

It has necome an 
accepted practice in housing sector ainalyses to describe

the income groups in terms of tenancy of dwellings, for instance, owners,

renters of cuaterias, renters of single-family dwellings, and squatters. 12/

On the surface, this classification might appear to be a valid system for
generalizing about income levels of barrio status groups. 
Findings from this
 
survey indicate that the classification may not be an appropriate criteria for

characterization of the income clusterings in the marginal barrios. 
The

definition may be mere misleading than helpful because the categories are not
 
mutually exclusive
 

Analyses of house tenancy by the mean monthly family income and by the
 
mean per capital family income per year, were not significant, nor were
 
similar analyses of the house structure by income (mean monthly family and
 r.an per capita per annum) significant. Furthermore an analysis of house
 
tenancy by income by type of structure was not significant. 13/ These

findings suggest that the variation within each category is too great to
 warrant generalizations of the type currently in vogue. 
 An obvious factor

which skews the data when using a house tenancy-structure classification is

the physical condition of the structure 
-- i.e., its age, construction
 
materials, location, etc. Significantly, an analysis of a building materials

typologies by per capita income level was significant at 0.0009 (Table 6).
 

12/ The PADCO, Inc., Honduran Integrated Improvement Program for the Urban
Poor. Data and Findings on the Target Group(s) and Their Living

Conditions. Washington, D.C.; PAOCO, Inc. September, 1979, use this
 
classification. 
The group based their report on hand-tabulated income

data collected from 56 families not systematically selected. Cuarterias
 
are a form of multi-family housing with shared sanitary facilities. 
 See

Manual de la Encuesta for housing definitions used in the survey.
 

13/ 	 The Chi Square values for those analyses were greater than 0.10 in all 
cases. 
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TABLE 6
 

CONSTRUCTION MATERIAL TYPOLOGIES BY MEAN PER CAPITA INCOME
 

Mean Per Capita Income (per annum)
Typologies 14/ 

US$
 

$ 260.901. 	Unimproved 

298.75
2. 	Improved roof 

490.55
3. 	Improved roof and floor 


4. 	Improved roof, floor and
 
532.75
exterior walls 


Significant at 0.0009
 

The analysis of construction material typographies with mean 
monthly
 

family income was also highly significant (0.0000) (See Table 
17).
 

TABLE 7
 

CONSTRUCTION MATERIAL TYPOLOGIES BY MEAN MONTHLY FAMILY INCOME
 

Mean Monthly Family Income
Typologies 

US$
 

100.39
1. 	Unimproved 

125.13
2. 	Improved roof 

203.97
3. 	Improveed roof and floor 


4. 	Improved roof, floor and
 
225.85
exterior walls 


Significant at 0.000
 

Three-dimensional cross-tabulations of income by tenancy of the dwelling,
 

controlling the use type of the structure, were not significant 
(0.9278).
 

This information may also be represented by income groups within the
 

barrio, as Table 8 demonstrates.
 

14/ 	Improved roofs consisted of cement, asbestos, etc. Improved walls were
 

cement block, bricks, stone, and wooden siding. Improved floors were
 

tile, brick, cement or wood. See the questionnarie and interviewer's
 

guide for more information.
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TABLE 8 

FAMILY INCOME GROUP BY CONSTRUCTION MATERIAL TYPOLOGY (%) 

Typology Group by Percent of Total 

Income Impr. Impr. roof Impr. roof 

Group Unimproved roof and floor floor, walls 

Low - 52.2 35.8 20.0 20.0 

Target 

High - 43.5 47.2 36.7 32.7 

Target 

Non - 4.3 17.0 43.3 47.3 

Target 

14.3% 32.9% 18.6% 34.2% 

100.0% 100.C% 100.0% 100.0% 

Significant at 0.0006
 

Families living in unimproved dwellings, popularly referred to as chozas
 

(huts) in tugurios (urban slums), are heavily clustered in the target group,
 

as are those with only improved roofs.
 

4. 	 Barrio Characteristics. There is no significant variation in
 
That is to say, the distribution
family monthly income level by barrio type. 


in income within each barrio is too varied to permit description by the types
 

of barrios, based or the land tenure situation, which we have defined. 15/
 

Subsequent studies should analize income by different barrio definitions or a
 

composite of definitions, such as distance from the market, age of the barrio,
 
existing service and social infrastructure, etc.
 

15/ Nevertheless, even though the cross tabulation is not significant (0.191),
 

it is worthwhile mentioning that families living on invaded public lands
 

are not all drawn from the ranks of the poorest of the poor. 29.7% belong
 

to the low-target group, 45.3% to the high-target group, and 25.0% to the
 
This data is felt to be valid since 	the families living
non-target group. 


on invaded public lands (for whom income information is available)
 
The bearing and dress of patronato
represent 31.8% of the sample. 


officers observed in a general meeting held in a land invasion settlement
 

tends to confirm this finding. The presence of the non-poor in these
 

areas is probably a good index to the critical housing shortage which
 
exists.
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Tenancy
 

A slight majority (51.5%) of the families owned the house 
in which they
 

in the process of purchasing the house; 31.9% were
 
were living. 14.7% were 

renting; and 2.0% lived in borrowed accomodations as occupants or 

squatters.
 

(Table 9).
 

TABLE 9
 

TENANCY OF DWELLING
 

Cases Percentage
 

105 51.5%
Owners 

30 14.7%
Purchasing 

65 31.9%
Renting 

4 2.0%
Other 


204 100.0%
 

Most of the housing units were single family detached units 
(58.9%); 21.3%
 

and 19.8% were multi-family structures
 were attached (duplex or row type), 


(mostly cuarterias). See Table 10.
 



ANNEX C.I.
 

Page 17 of 41
 

- 17 -

TABLE 10
 

HOUSING STRUCTURE BY USE AND TENANCY * 

House Tenancy Type Percent of
 
Structure and Use Owners Buying Renters Others Total
 

Single %amily (Detached) 
One arnil y 67.3 73.3 25.4 50.0 109 55.3 
Sharei 1.0 3.3 0.0 U.O 2 1.0 
AcartmenL 3.8 0.0 1.7 0.0 5 2.5 

Single 73mily (Attacned)
 
One -amiy 20.2 20.0 13.6 50.0 37 18.8
 
Snared 1.9 3.3 1.7 0.0 4 2.0
 
Apartment 0.0 0.0 1.7 0.0 1 0.5
 

Multj -Family
 
Cuarteria 5.8 0.0 49.2 0.0 35 17.8
 
Apartment 0.0 0.0 6.8 0.0 4 2.0
 

T 0 T A L 104 30 59 4 197
 
100.0 100.0 100.0 100.0
 

Column percent only
 

This table illustrates why a classification of income typology groups
 

based upon a "renters of cuarterias, squatters, renters of private homes
 
and those making on terms" is not an adequate categorization. There is a
 
confusion of land and house tenancy. Squatters on invaded lands classify
 
themselves as owners of the dwellings. The three way crosstab of tenancy
 
by structure and use was not significant, nor was the crosstabulation of
 
barrio type by house tenancy by income significant. Likewise, income by
 
land tenancy by house tenancy was not significant.
 

There is a decided preference for single-family detached housing,
 
especially among buyers. Most renters live in cuaterias, 49.2%, although a
 
quarter of the renters occupied single-family dwellings.
 

6. Family Structure of the Marginal Barrios. The average family
 
size of the sample households is 5.8. Women-headed households comprise 41.2%
 
of the sample and are somewhat larger (5.9) than are male-headed units (5.7).
 
The proportion of women-headed households does not vary significantly by
 
barrio type, according to the definitions used here. It is entirely possible,
 
however, that other factors such as age of the barrio, distance from the
 
center city, etc., would affect the distribution of women-headed households.
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It is more probable that their existence is closely related to the age of the
 
head, and the family's past economic standing.16/
 

-ost f3milies in the marginal barrios are nuclear, i.e., consist of two
 
generati3ns in lirect 
lineal descent. Nuclear families constitute 77.0% of
 
the sample families. Extended families, i.e., 3 generations under the same
 
roof, reoresent 22.3% of the sample, and all other types, i.e., 
persons living

alone, etc., 0.7%. Most nuclear families were organized, i.e., both partners
 
were 
present, whereas most extended families were disorganized. (Table 11).
 

TABLE 11
 

FAMILY STRUCTURE IN MARGINAL BARRIOS
 

Family Type Percentage
 

Nuclear Organized 58.7
 
Nuclear Disorganized 18.3
 
Extended Organized 1.5
 
Extended Disorganized 20.7
 
Other Types 0.7
 

Disorganized nuclear families are typically madres solteras (unmarried
 
women with their children), although there are other variations.17/.
 
Disorganized extended families often matriarchal in structure, consisting of
 
a woman with her unmarried daughter and grandchildren and variations of that
 
pattern. Often other non-lineal relatives are present. "Disorganized" is
 
used to describe the absence o1 
a partner or potential income generator.

Disorganized families by definition are at a disadvantage in the job market
 
since there is usually one less breadwinner and often a higher dependency

ratio. The percentage of the population in these barrios under the age of 15
 
is 48.2%, compared to 43.7% for the city as a whole in 1974. 
 (See Table 12).
 

16/ A recent study by Judith Fincher Laird, Rural Women in Paraguay: The
 
Socio Economic Dimension (Asuncion, Paraguay: Direccion General de
 
Estaoistica y Censos, and USAID/Paraguay, 1980), suggests this is the case.
 

17/ Definitions of family types are given in the Manual de la Encuesta.
 

http:variations.17
http:standing.16
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The mean age of the surveyed population is 21 and the median is 16.2
 

TABLE 12
 

SURVEY AGE STRUCTURE
 

SURVEY 1980
 

Years of Age Percentage 

Less than 15 
 48.2
 

15-19 
 8.8 
20-29 17.2 
30-39 
 10.1
 
40-49 7.1 
50-64 6.8 
65-more 
 1.8 

Women-headed households are found among all family types. 
 The majority,
76.6% are disorganized. 
The largest proportion are 
found among nuclear
disorganized families, 41.7%, 
followed by 31.0%, extended disorganized. The
contrast with male-headed households is striking. 
Only 11.1% of male-headed
 
units are disorganized.
 

TABLE 13 

FAMILY STRUCTURE BY SEX OF HEAD OF HOUSEHOLD 

Sex and Head
 
Male Female 
 TOTAL
 

Nuclear Organized 
 84.6 % 25.0 % 120
Nuclear Disorganized 
 5.1 41.7 41
Extended Organized 
 0.9 2.4

Extended Disorganized 3
 

6.0 31.0 33
Other 
 3.4 0.0 4
 
117 
 84 201
 
100.0 % 100.0 %
 

Column percent only
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The 	analysis of sex of household by housing type, significant at less than
 

0.05, snows women-neadeo families were more prone than male-headed units to
 

live in cuaterias: 23.3% compared to 13.7%. Male-headed units were more
 

neavily :lustereu in row houses (attached single-family unit), than were
 

female-headej units: 23.1%, compared to 12.5%. Near equal proportions lived
 

in single-family detached units: 55.6% (male) and 55.09% (females).
 

The largest families are the extended disorganized type with a mean family
 

size of 7.3. The nean family size of nuclear organized is 5.7. Nuclear
 

disorganized families are the smallest, 5.22 (mean).
 

Family size is significantly related (at less than 0.05) to the barrio
 

type. Mean family size per barrio type is given below.
 

TABLE 14
 

FAMILY SIZE PER BARRIO TYPE 

Barrio Type 	 Mean Family Size
 

1. 	Land Invasion
 
Private Lands 12.00
 

2. 	Land Invasion
 

Public Lands 	 5.94
 

3. 	Illegal Sub-division 6.12
 

4. 	Legal Sub-division 5.44
 

5. 	Sub-division with
 
Inadequate Services 5.74
 

6. 	Other 2.7
 

All 5.8
 

Women-headed households are poorer than are male-headed units. The mean
 
monthly family income in women-headed units is $91 and in male-headed units,
 

$145, or the latter earn 59% more. 18/ Expressed in terms of mean per capita
 
family income (per annum), women-he-a-ed households earn $218.85 and
 
male-headed units, $390.13. 19/
 

18/ 	Significant at less than 0.05
 

19/ 	 Significant at less than .02 
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The overwnelming majority, 76.5% of the houses surveyed have electricity.
 
or
The remainder use candiles (tin cans wiLh a wick), 15.2%; candles, 7.4%; 


propane lights, 0.5%. The average cost of electricty per household is given
 
oelow, Oy income group. Insufficient cost data was obtained to permit
 
analyses of candiles and candles.
 

TABLE 15
 

AVERAGE COST OF ELECTRICITY
 

Income Group 
Mean Monthly 
Cost US$ 

All cases 
Low-Target 
High-Target 
Non-Target 

$ 5.40 
3.72 
5.41 
6.70 

Significant at less than .05
 

Consumption of electricity rises per income group, undoubtedly because the
 
non-target group utilize more electrical appliances, often in connection with
 

a pulperia (small grocery store usually operated out of the residence).
 
Several families volunteered information on the monthly installment payments
 
they were making on items such as television sets and refrigerators.
 

The proportion of families in the marginal barrios with electricity has
 

risen dramatically in the past four years. In 1976 only 36.1% of the
 
households in the National Social Wlefare Board (JNBS) survey had
 
electricity. The minimum monthly rate charged by ENEE (Empresa Nacional de
 
Energia Electrica) in 1980 in low-income areas was $2.25. Low-income families
 
surveyed on the average paid more than the minimum.
 

If electricity has ceased to be a problem for most of the marginal barrio
 

families, provision of water has not. Barrio residents complain of sporadic
 
service from SANAA (Servicio Autonomo Nacional de Acueductos
 
Alcantarillados), in those areas where potable running water is available.
 
Less than half of the families (46%) have access to SANAA services. 48.0%
 
purchase water from neighbors or from the motorized acarrea (water supply
 
service).
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TABLE 16
 

SOURCES OF WATER SUPPLY
 

Source Percent of Total 

SANAA-tap inside dwelling 22.1 
SANAA-outside tap 24.0 
Public tap 2.9 
Well 2.0 
River or stream 0.5 
Motorized water supply 

service 14.2 
Purchased from neighbor 
Other 

33.8 
0.5 

100.0
 

It is estimated that for the city as a whole 56% of the population of
 

Tegucigalpa has access to potable water. Renters and families living in areas
 

with no service appear to be the most neglected groups. 20/
 

The following table shows that the poorest families (low target group) pay
 

disproportionately more for water piped into their homes than do other SANAA
 
It is possible that they resell the water to their neighbors and
customers. 


thereby consume more than one would expect at that income level.
 

The most expensive water is that purchased from the water supplier ($10.90
 

on the average), follcwed by piped in water from SANAA. The minimum monthly
 
fee for water is $2.25.
 

20/ See PAOCO, Inc., Honduran Integrated Improvement Program for the Urban
 
Poor. Access of the Target Group to Potable Water. PADCO, Inc.,
 
Washington, D.C., September 1979.
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TABLE 17
 

SOURCE AND COST OF WATER, CONTROLLED BY INCOME GROUP
 

Water Supply by Income Group Mean Monthly
 
Cost US$
 

5.84
All cases 


6.77
1. Piped in (SANAA) 


11.20
Low Target 

4.35
High Target 

5.77
Non-Target 


3.23
2. SANAA (outside tap) 


1.94
Low Target 

2.82
High Target 

4.75
Non-Target 


4.40
3. Public Tap 


4.00
Low Target 

High Target 4.50
 

4.75
Non-Target 


2.25
4. Well 


1.50
Low Target 

High Target 3.00
 

10.90
5. Motorized Water Supplier 


4.75
Low Target 

High Target 12.84
 

12.00
Non-Target 


4.87
6. Purchased from Neighbor 


6.57
Low Target 

High Target 3.19
 

5.43
Non-Target 


Significant at less than .003
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Less than half of the families have bathing facilities. 51.5% have no
 
facilities and resort to bucket baths often in the public alleys in the
 
cuarterias, or bathe in streams. 38.4% have access to shared bathing
 
facilities, often no more than a bucket tripped by a cord in an enclosure.
 
15.7% have a private bath facility.
 

About 29% of the families have no toilet facilites and often go into the
 
hillsides near the dwelling to dispose of their bodily wastes. 27.6% have
 
private latrines and 11.8% share latrines. Families whose houses are equipped
 
with flush toilets constitute 15.8% and those who share flush toilets, 14.8%
 
of the sample.
 

TABLE 18
 

TYPE OF SANITARY FACILITIES
 

Type Percentage
 
Private latrine 27.6%
 
Shared latrine 11.8
 
Private flush toilet 15.8
 
Shared flush toilet 14.8
 
No facilities 29.6
 
Other 0.5
 

Table 19 shows the mean cost of water for families with sewerage
 

connections to their private or shared flush toilet facilities.
 

TABLE 19
 

AVERAGE COST OF WATER PER INCOME FOR FAMILIES USING FLUSH TOILETS
 

Type of Family Monthly Mean Cost US$ 

Private Flush Toilet 5.72 
Low Target
High Target 

6.25 
4.78 

Non-Target 6.36 
Shared Flush Toilet 3.57 

Low Target 4.43 
High Target 3.06 
Non-Target 3.34 

The mean monthly service (Table 20) expenses paid by the families
 
surveyed are broken by income groups.
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TABLE 20
 

MEAN MONTHLY EXPENSES FOR ALL SERVICES * AND FUEL
 

Group Mean Monthly Expense US$
 

All 19.07
 
Low Target 15.27
 
High Target 18.17
 
Non Target 24.34
 

* Electricity, water, garbage collection, fire fighting, paving. 

Table 21 shows the mean cost for electricity, water and fuel per income
 

group.
 

TABLE 21
 

MEAN MONTHLY COST OF BASIC SERVICES* AND FUEL
 

Group Mean Monthly Expenses IJS$ 

All 
Low Target 
High Target 
Non-Target 

18.40 
14.79 
17.67 
23.21 

• Electricity and water. 

It should be noted that the cost of fuel comprises a sizeable proportion
 
of service-related expenses of the families surveyed. The mean fuel cost for
 
the group as a whole is $10.08 and the median is $8.16. Fuel costs, then,
 
represent over half of basic monthly expenses for the group as a whole.
 

The percentage of surveyed families with access to potable running water,
 
electricity and sewage service (alcantarillado) is given below.
 

TABLE 22
 

PERCENTAGE OF FAMILIES WITH BASIC SERVICES
 

Families who Have Percent of Families
 

Potable water (piped in SANAA) 44.6
 
Electricity 74.5%
 
Sewage connection 34.3%
 
Other services 4.4%
 
No utilities or services 23.0%
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Services available in the barrios surveyed were also ascertained from the
 
respondents. The percentage of barrios per types of services available are
 
listed below.
 

TABLE 23
 

PERCENTAGE OF BARRIOS WITH BASIC SERVICES
 

Percentage of Barrios
 
Services with services
 

Potable water (SANAA) 56.4%
 
Electricity 51.0
 
Main paved street 4.4
 
Garbage collection 45.1
 
Sewerage system 30.4
 
Improved secondary routes 13.2
 
Storm drainage 10.8
 
Transportation 55.4
 
Other services 4.9
 

8. Perceived Needs.
 

a. Home Improvements
 

Seventy five percent of the families wish to make
 
improvements on their dwellings. Of this group, 15.5% are renters and 84.5%
 
are non-renters. The major reasons respondents cited for not having made
 
improvements were lack of money (81.3%), rental property (5.Z%), land is not
 
owned (5.2%), and others (5.8%).
 

The majority of the families who did not wish to make improvements were
 
renters, 52.9%, or were planning to move, 21.6%. 17.6% had either recently
 
remodeled their home or the structure was new.
 

Preferences for home improvements are given below in Table 24. Exterior
 
walls led the list.
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TABLE 24
 

HOUSING IMPROVEMENT PREFERENCES FOR FAMILIES DESIRING HOME IMPROVEMENTS (%)
 

Improvement
 
Priorities Roof Exterior Floor Toilet Other* Total 

Walls 

First Priority 11.0 48.8 10.2 14.2 15.7 100.0% 
Second Priority 23.4 18.0 18.8 20.3 19.5 100.0% 
Third Priority 10.9 11.7 22.7 19.5 35.2 100.0% 

58 100 66 69 90 
T 0 T A L 15% 26.1% 17.2% 18.0% 23.5% 100.0% 

"Other" included an additional room, retaining walls, bath facilities,
 
doors and windows, window security bars and workshops.
 

Exterior walls led the list especially as the first priority, for the
 
group as a whole. The preference for improvement to walls holds when
 
controlled by type of structure and structure quality. See Table 25 & 26.
 

TABLE 25*
 

HOME IMPROVEMENT PREFERENCES BY STRUCTURE TYPE
 

Structure Improvement
 
Type Roof Walls Floor Toilet Other
 

Single Family Dwelling 42.4 75.0 46.8 54.3 80.4
 

Duplex or Row Houses 56.7 86.7 70.0 50.0 36.7
 

Multi-Family (cuarte
ria & apartment) 33.3 83.3 50.0 66. 66.7
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TABLE 26*
 

HOME IMPROVEMENT PREFERENCES BY STRUCTURE QUALITY
 

Improvement
Housing 

Walls Floor Toilet Others
Quality Roof 


54.5 45.5 36.4
Unimproved 63.6 100.0 
60.0 45.0
Improved roof 52.6 72.5 70.0 


Roof and floor
 
50.0
improved 58.3 91.7 41.7 58.3 


Roof, floor and
 
107.5
walls improved 30.0 67.5 37.5 55.0 


The percentage given in Table 25 and 26 indicate the number of responses
 

per category, irrespective of the ordering of preferences.
 

The preference for exterior walls is expressed by all income groups in the
 

marginal barrios. Walls are a major priority for all income groups. 78.9% of
 

the low-target group, 75.5% of the high-target group and 78.9% of the
 

non-target group mentioned walls as one of their priorities. See Table 27.
 

TABLE 27
 

PERCENTAGE OF FAMILIES PER INCOME GROUP BY IMPROVEMENTS DESIRED * 

Improvements Desired
 
Roof Walls Floor Toilet Others Total cases
Income Group 


Low-Target 42.1 78.9 60.5 55.3 63.2 38
 
66.0 53
High Target 52.8 75.5 47.2 56.6 

Non-Target 39.5 78.9 50.0 50.0 81.6 38 
129
Row percent only 


Each family had an opportunity to list three mentioned improvements.
 

These four were the most frequently mentioned improvement categories.
 

It is thought that walls are particularly in need of repair due to the
 

fact that houses in the marginal barrios are often built on steep hillsides,
 
in ravines and on other unsound foundations. The additional stress caused by
 

shifting soils leads to rapid deterioration. Recently an upper-middle class
 

sub-division in Colonia Soto had to be abandoned due to erosion caused by
 
The area now resembles an earthquake zone.
subterranean water. 


b. Demand for Services
 

Families in the survey who do not have potable water
 

(SANAA) and/or electricity were asked if they could afford to pay a minimum of
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$2.50 in users' charges for each service. The response revealed the
 
96% of those
tremendous desire for water in the capital city's poor barrios. 


desiring water were prepared to pay the minimum rate, as opposed to 76.5% of
 

those without electricity whL desired the service.
 

The families also indicated their desire to obtain additional services in
 

their barrios as Table 28 shows.
 

TABLE 28
 

BARRIO SERVICES DESIRED
 

Service Desired Percentage Desiring
 
for the Barrio the Improvement
 

Potable water (SANAA) 50.0 %
 

Pavement of the principal
 
88.7 %
barrio street 


Garbage collection 55.9 %
 
50.0 %
Electricity 

66.7 %
Sewers 


Improved secondary street 86.3 %
 

Storm drains 
 45.1 %
 
7.8 %
Others 

7.8 %None 


When asked if they were willing to pay a monthly assessment for cost
 

recuperation of the services infrastructure (at lot and community-wide), 71.1%
 

stated they could pay a minimum of US$6 monthly for 10 years; 15.5% would not,
 
and 13.4% did not know.
 

Affordability
 

To determine the proportion of families who could afford various
 

combinations of improvements, it was assumed a priori that families could
 

afford to pay a maximum of 20% of their monthly incomes for housing related
 

expenses. Calculations were made to determine in what combinations families
 

could afford to pay for consumption of water and electricity (US$5 minimum
 

monthly charge), a housing improvement loan ($7.00 per month for a $400
 

average loan) and valorization ($6.00 per month for service infrastructure
 

worth about $350) in addition to their rent or housing payments, up to 20%of
 

their monthly income.
 

The mean rental payment for renters was $17.30 per month and the median
 

was $15.07. The mean house payment for those families buying their homes was
 

$14.95 and the median was $10.00. The analysis showed that house tenancy is
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closely associated with affordability and that the type of structure, quality

of the materials, family size, and sex of household lead were not closely
 
associatea with affordability. These latter correlations were not
 
significant. Table 29 below presents these results for all families for whom
 
data are available.
 

TABLE 29
 

PROPORTION OF FAMILIES SURVEYED WHO CAN AFFORD COMBINATIONS OF SERVICES
 
HOME IMPROVEMENTS AND COST RECUPERATION FOR SERVICE INFRASTRUCTURE
 

BY HOUSE TENANCY a/
 

Combinations House Tenancy and Percentage of Families % of All
 
(each includes Who can Afford Combination b/ Families who
 
rent and/or Buying can afford the
 

house payments) Owners House Renters Others combination
 

1. 	Water and
 
Electricity 95.2 73.3 63.1 75.0 81.4
 
service
 
(consumption)
 

2. 	Water and
 
Electricity plus
 
cost recuperation 86.7 56.7 49.2 75.0 70.1
 
for infrastucture
 
services
 

3. 	Home Improve- 92.4 60.0 60.0 75.0 77.0
 
ment only
 

4. 	The whole pack
package 76.2 46.7 46.2 75.0 62.3
 

(1, 2, 3 above)
 

a/ 	4 tables, all significant at less than .01
 

b/ 	 The percentages compare the number of families per tenancy type who can 
afford the items to the total number of families per tenancy type. 
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Table 30 presents the same information, but from the perspective of
 
families who cannot afford the combinations of services and improvements. The
 
affordaoiiity of renters and those who are purchasing their houses are very

similar, oresumably because both have higher fixed costs (rent and house
 
payments).
 

TABLE 30
 

PROPORTION OF FAMILIES SURVEYED WHO CANNOT AFFORD COMBINATION OF SERVICES
 
HOME IMPRVEMENTS AND COST RECUPERATION FOR SERVICE INFRASTRUCTURE
 

BY HOUSE TENANCY 

Combination (each House Tenancy by Percentage of Families % of all 
includes rent and/ 
or house payments 

who Cannot Afford Combination 
Buying 

* Families who 
cannot afford 

Owners House Renters Others each item 

i. Water and 
Electricity 4.8 26.7 36.9 25.0 18.6 
service 
(comsumption) 

2. Water and 
Electricity pl 3 
cost recuperation 13.3 43.3 50.8 25.0 29.9 
for service 
inrastructure 

3. Home Improve- 7.6 40.4 40.0 25.0 23.0 
ment only 

4. The whole 
package 23.8 53.3 53.8 25.0 37.7 
(1,2, 3, above)
 

• 4 Tables, all significant at less than 0.01
 

A simplified version of this data is presented in Table 31 only for
 
families who indicated they wanted home improvements, and in Table 32 for
 
those families who could not afford the desired improvements.
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TABLE 31
 

PROPORTION OF FAMILIES DESIRING IMPROVEMENTS WHO CAN AFFORD THEM BY KIND 
OF IMPROVEMENT AND HOUSE TENANCY a/ 

Combinations 
 House Tenancy

(each includes 
 % of Total
 

rent and/or Renters b/ Non-Renters c/ wanting Improvehouse payments) 
 vement who can
 

afford them
 

1. 	Water and
 
Electricity 65.2 
 92.0 87.8
 
service
 
(consumption)
 

2. 	Water and
 
Electricity plus
 
cost recuperation 43.5 
 80.8 82.4
 
for service
 
infrastructure
 

3. 	Home Improve- 60.9 
 86.4 82.4
 
ment only
 

4. 	The whole
 
package 39.1 
 69.6 64.9
 
(1, 2, 3 above)
 

a/ 	4 tables all significant at less than .01
 

b/ 	This is the percentage of renters who want improvements and can afford
 
them, by type.
 

c/ 	This is the percentage of non-renters who want improvements and can afford

them, by type. Non-renters are owners and those who are purchasing their
 
houses.
 

N.B. The data in Table 29 and 31 were also examined by type of quality of
housing structure, sex of household head and number of persons in the family,

but no significant correlations were found.
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TABLE 32
 

PROPORTION OF FAMILIES DESIRING IMPROVEMENTS WHO CANNOT AFFORD
 
THE IMPROVEMENTS AND SERVICE COMBINATIONS 

Combination (each 
incluOes rent and/ 
or house payment) 

Renters 
House Tenancy 

Non-Renters 
% of Total 

Wanting Improve
ment who cannot 

afford them 

i. 	Water anO
 
Electricity 34.8 
 8.0 	 12.2
 
service
 
(consumption
 

2. 	Water and
 
Electricity plus
 
cost recuperation .6.5 
 19.2 	 25.0
 
service 
infrastructure
 

3. 	Home Improve- 39.1 
 13.6 17.6
 
ment only
 

4. 	The whole package 60.9 30.4 
 35.1
 
(1, 2, 3 above)
 

4 tables all significant at less than 0.01
 

B. Target Group (San Pedro Sula)
 

Systematic information on the income compositiu, of San Pedro Sula's
 
barrios does not exist, although partial results of a survey conducted in 1978
 
by the Municipal Planning Office are available for most barrios of the city.

The mean monthly family income was calculated on a per barrio basis, but in
 
many cases the size of the sample does not warrant this treatment. No
 
information was obtained on the quality of housing, nor on the housing needs
 
of barrio residents, although they were asked to comment on the need for basic

public services (potable water, electricity, sewerage, etc.). No information
 
on affordability was ascertained.
 

A measure of the perceived needs of marginal barrios can be inferred from
 
the requests for services and facilities which the Mayor's office in San Pedro
 
Sula has received from barrio community action groups (patronatos).
 

No information is available on the percentage of barrios which can be
 
considered "marginal" in San Pedro Sula. 
 In the absence of such information
 
the 	contractor drew up a list of barrios which the Planning Office identifl;'
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as marginal. It includes the following eight barrios for which survey
 
information is available: Colonia Tepeaca, Barrio Las Palmas, Barrio Cabanas,
 
Barrio San Francisco, Col. San Jose, Col. Chamelecon, Col. San Antonio, and
 
Col. Suyapa. The list is by no means exhaustive. None of the barrios in the
 
eastern growth corridor is included. 21/
 

The following table presents data which are intended to be suggestive of
 
the condition of residents in these barrios. There is no claim that these
 
barrios are "representative."
 

TABLE 33
 

SOCIO-ECONOMIC DATA
 

San Pedro Sula (1978) Selected Barrios
 

% of Families % with % with % with Tenancy Aver
with monthly potable electri- sewage % % age
 
income less water city at at lot Owners Renters Fam
than US$150 service ily
 

at lot size
 

1. Col. Tepeaca 96.8 28.4 62.3 37.8 84.4 12.2 6.0
 
2. B. Las Palmas 83.7 42.3 84.4 60.7 35.6 61.5 5.9
 
3. B. Cabanas 86.2 40.5 85.8 82.5 46.4 52.0 5.9
 
4. B. San Francisco 87.4 22.2 67.8 63.7 40.2 56.5 5.8
 
5. Col. San Jose 65.1 92.3 97.4 100. 89.7 5.1 5.8
 
6. Col. Chamelecon 87.6 32.3 64.7 4.6 64.9 28.2 6.3
 
7. Col. San Antonio 86.4 16.1 79.0 16.1 84.7 2.7 6.3
 
8. Col. Suyapa 90.6 17.7 83.2 15.9 83.8 9.5 5.9
 

21/ Seccion Plan Regulador. El Proyecto Censo de San Pedro Sula, 1978. The
 
term "censo" is misleading. The project was actually a sample, ranging
 
from between 28% to 100%, per barrio. The data were hand tabulated and no
 
information is presented on the confidence intervals, etc.
 



ANNEX C.1.
 

Page 35 of 41
 

- 35 -


This income data may be misleading, compared to the Tegucigalpa
 
survey. The San Pedro Sula income data only reflect the earnings of wage
 
laborers, whereas the income data for Tegucigalpa specifically include
 
earnings from tne "informal" sector for all family members.
 

Municipal officials in San Pedro Sula assert that there are no radical
 
jifferences etween housing types and the tenancy structure between San Pedro
 
Sula and Tegucigalpa, although there appears to be a higher number of renters
 
in San Pedro Sula. The municipality reportedly has been less active in
 
pressuring dev-dopers to provide adequate services. 22/ The latter situation
 
is complicated by the fact that the municipality has--no legal power in the
 
barrios which lie in the eastern growth corridor outside of its jurisdiction.
 

LOCAL ORGANIZATIONS
 

The barrio organizations with which this project is specifically concerned
 
are the patronatos, the elected or sometimes self-appointed community
 
councils. Patronatos have existed since the colonial period, but the
 
appearance of patronatos in the marginal barrios is a direct response to felt
 
community needs. Most marginal barrios have patronatos and the percentage of
 
participants varies considerably per barrio. Women often play an active role
 
and some assume leadership responsibiTiTie. The leadership of the patronato
 
is usually drawn from the ranks of those who expect to benefit directly from
 
the projects or actions the group is formed to promote. That is to say, the
 
leadership usually has a personal interest in the outcome of the project.
 
Usually the patronato leaders are not the most affluent members of the
 
community.
 

Patronatos originate from within the barrio in response to local
 
problems. But often the solution of local problems, such as securing water,
 
electricity or roads entails joint action by patronatos in adjoining barrios.
 
Consequently, federations of patronatos sprang up in the 1960's to coordinate
 
the efforts of the local patronatos in pressuring the government for
 
services. The federations provide leadership training to the local patronatos
 
and assist with specific projects. The first federation appeared in Choluteca
 
and soon spread throughout the southern region and finally all over the
 
country. There are four federations, two of which (FECOPAHN and FENAPCOM)
 
have political affiliations. In Tegucigalpa these four federations represent
 
approximately 250,000 residents in the 84 marginal barrios. The four
 
federations are currently in the process of uniting into one federetion and
 
are so powerful that political parties and the military are seeking their
 
support. Apparently the membership of the federations is co-extensive with
 
that of the local patronatos. An indication of comunity-perceived needs are
 
the requests for projects which the patronatos have filed with the
 

22/ PADCO, Informe Final, p. 14
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municipalities in Tegucigalpa and San Pedro Sula. 
These requests should be
 
examined as a guide to the barrios which would be receptive to an urban
 
upgrading project, i.e. barrios in which an effective, responsible community
organization exists in a situation of perceived need.
 

IV. INSTITUTIONAL INTERFACE
 

The success of the project depends upon the willingness and ability of the
 
participating agencies and institutions to cooperate. Communication between
 
the parties involved is also of great importance and the roles of the
 
promotores (community development social workers) and patronatos are critical.
 

The promotores will work with the barrios through the patronatos to
 
originate requests for upgrading and to channel requests for home improvement
 
loans to the municipalities. The municipalities will provide legal and
 
engineering assistance for the proposed upgrading projects and, for home
 
improvement loans, pass on its authorization to either INVA (the National
 
Housing Institute) or the Federation of Cooperative Credit Unions (FACACH) who
 
will make loans directly to the individual families.
 

In addition the National Social Welfare Board (JNBS) will provide training
 

courses for patronato leaders.
 

V. PARTICIPATION PROFILES
 

A. The minimum participator profile for receiving home improvement loans
 
requires that:
 

1. 	 the families receiving these loans belong to the target group;
 

2. 	 no more than 20% of the family's total monthly income will be
 
required for basic housing costs--rent or house payment, services
 
(consumption and cost recuperation), and home improvements desired.
 

4. 	 participation in the barrio's patronato is encouraged, but not
 
required. No favoritism will be shown to patronato leaders or
 
members/participants.
 

5. 	 participation is assured for all heads of household (or principal
 
support of the family), irrespective of sex, age, or marital status.
 

6. 	 participants in lands donated by the municipality should also comply
 
with conditions inherent in their contractual agreements, i.e., joint
 
agreement on improvements and/or sales of said property.
 
(Tegucigalpa)
 

B. The minimum participation profile for persons hooking into the
 
service infrastructure requires that:
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1. 	 their total monthly payments for basic housing-related expenses must
 
not exceed 20% of their total family income.
 

2. 	 participation is open to all heads of household (or principal
 
economic support of the family) irrespective of sex, age, or marital
 
status.
 

3. 	participation in the barrio's patronato is encouraged but not
 
required.
 

VI. IMPEDIMENTS TO PROJECT IMPLEMENTATION
 

The major impediments to successful project implementation are the
 
following:
 

A. 	 Administrative and personnel problems within the Social Work
 
Department (Tegucigalpa) and the Community Development Department (San Pedro
 
Sula). 23/
 

1. Inadequate numbers of trained, professional promotores to
 
provide the liaison between the social work departments within the
 
municipalities and the marginal barrios. The municipalities must upgrade and
 
expand their community development staffs.
 

2. High turnover among the promotores due to the lack of
 
satisfaction with their jobs and the roles they perform. Many of the CMDC
 
promotores are university students with conflicting demands upon their time
 
and the majority of the students are pursuing courses other than social work.
 

23/ These reservations are based upon a personal assessment of the social work
 
departments obtained over a three-week period, and upon the
 
recommendations and conclusions reached by a consultant to the
 
municipality in Tegucigalpa. See Melba L. Zuniga Mayorga, Informe Final.
 
Diseno del Sistema de Promocion Social en Proyectos Integrales de Lotes y
 
Servicios e Industrias de Barrio. Tegucigalpa: Sistema Nacional de Lotes
 
y Servicios e Industrias de Barrio, Convenio ATF/TN 1636-HO, Octubre,
 
1979. Although Zuniga's analysis described the social work departments of
 
various institutions in Tegucigalpa, her observations are felt to be a
 
very accurate assessment of the level of social work in the country as a
 
whole.
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3. Conflicting roles of the social work departments in promoting
 

social improvements while at the same time providing feedback to the
 
Patronatos may view the
municipalities on potential trouble spots. 


municipalities with suspicion in cases of conflict involving land tenancy on
 

with respect to enforcement of Decree 833.
 

Lack of sufficient numbers of trained professionals at the
4. 

lower-echelons of the municipalities, e.g., engineers, city planners, survey
 

specialists, etc.
 

B. Institutional hostilities and lack of professional cooperation
 

between the participating institutions.
 

C. Unresolved land tenancy conflicts and enforcement of Decree 833.
 

VII. SPREAD EFFECTS
 

It is hoped that the municipalities will use recovered funds (reflows)
 

from the initial loans to extend credit to other families in the marginal
 

barrios for the same kind of project items, and that they will adopt the cost
 

recuperation policy on a larger scale once it is demonstrated that the
 

low-income families in the upgraded areas have assumed a business-like
 
Financial experts in the municipalities believe
responsibility in repayment. 


that cob. cuperation will not be a problem and assert that low-income
 

less prone to renege on loan payments than are middle-class
families are 

families. The potential replicability of the project depends, therefore, in
 

large measure upon the successful recuperation of the initial investment
 

funds. The commitment of the municipalities to the upgrading approach and the
 

response of the participating families are vital factors in the long-range
 

success of the project.
 

VIII. SOCIAL CONSEQUENCES AND BENEFIT INCIDENCE
 

A. BENEFICIARIES
 

The direct beneficiaries will be those families in the marginal barrios
 

who receive home loans or hook into water and sewerage lines. In addition,
 
all home owners living in the communities which are upgraded will benefit in
 

terms of the increased value of their properties. Barrio residents will have
 

access to more amenities in what presumably should be a cleaner, healthier
 

environment.
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3. Conflicting roles of the social work departments in promoting

social improvements while at the same time providing feedback to the
municipalities on potential trouble spots. 
Patronatos may view the

municipalities with suspicion in cases of conflict involving land tenancy on
 
with respect to enforcement of Decree 833. 

4. Lack of sufficient numbers of trained professionals at the
lower-echelons of the municipalities, e.g., engineers, city planners, survey

specialists, etc.
 

B. Institutional hostilities and lack of professional cooperation

between the participating institutions.
 

C. Unresolved land tenancy conflicts and enforcement of Decree 833.
 

VII. SPREAD EFFECTS
 

It is hoped that the municipalities will use recovered funds (reflows)

from the initial loans to extend credit to other families in the marginal

barrios for the same kind ci project items, and that they will adopt the cost
recuperation policy on a larcer scale once it is demonstrated that the

low-income families in the upgraded areas have assumed a business-like

responsibiliuy in repayment. 
Financial experts in the municipalities believe
 
that cost recuperation will not be a 
problem and assert that low-income
 
families are less prone to renege on loan payments than are middle-class

families. The potential replicaoility of the project depends, therefore, in

large measure upon the successful recuperation of the initial investment

funds. The commitment of the municipalities to the upgrading approach and the
 
response of the participating families are vital factors in the long-range
 
success of the project.
 

VIII. SOCIAL CONSEQUENCES AND BENEFIT INCIDENCE
 

BENEFICIARIES
 

The direct beneficiaries will be those families in the marginal barrios

who receive home loans or hook into water and sewerage lines. In addition,

all home owners living in the communities which are upgraded will benefit in
 
terms of the increased value of their properties. Barrio residents will have
 
access to more amenities in what presumably should be a cleaner, healthier
 
environment.
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B. NON-PARTICIPANTS AND THOSE ADVERSELY AFFECTED
 

1. Non-target group families will not qualify for housing loans,
 

although they will benefit through access to the new infrastructure, i.e.,
 

paved roads, etc., in the barrios where upgrading takes place.
 

Some poor families may have a high monthly income because several of its
 

members are working, but in per capita terms be extremely poor because of a
 

large number of dependents. Care should be taken that the intent of the
 

guidelines not be lost in the application of uniform criteria. Situations
 

such as this are more probable in the case of extended disorganized families,
 
especially those headed by women.
 

2. Renters might have the cost of improved services passed on to
 

them in the form of higher rents, even if the owner does not agree to the
 

installation of in-house water and waste dfsposal facilities.
 

3. To the extent that upgrading implies destruction of existing
 
structures in the interest of "regularization" of the sub-division, families
 
will be displaced. Hopefully, forced removals will be kept to a minimum, but
 

it should be noted that the "bulldozing" concept of urban renewal is not an
 

alien concept within the municipal planning departments.
 

4. To the extent that upgrading means higher costs which some
 

families are either unwilling or unable to assume, additional displacement
 

will occur. Some families may also opt to "cash out" as the barrio upgrades
 

to rebuild or relocate in more desirable or cheaper areas. It is impossible
 
to predict a priori to what extent these displacements will occur, because of
 

the flexibility of repayment terms that may be offered to those that wish to
 

stay and cannot afford the stricter terms. The proportion of renters and
 

occupants with lease-purchase arrangements who cannot afford the improvements
 
is higher than for owners. Therefore the non-owners are most likely to be
 
adversely affected.
 

5. Women-headed households are substantially poorer than male-headed
 
units. Proportionately and in an absolute sense, there will be fewer
 
women-headed households who can afford to pay for home improvement loans,
 

service charges (consumption), and costs for service infrastructure. The
 
probability that women-headed households will participate is further reduced
 
by the fact that many are also renters, the group less directly benefitted by
 
the urban upgrading program.
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C. Changes in Power and Participation
 

The project design provides for the incorporation of a hitherto
 
largely excluded stratum of the urban population into the formal credit
 
system. At the same time linkages between residents in the marginal barrios
 
and the governmental institutions charged with providing services and
 
maintaining order in these communities are strengthened.
 

Thus, a result of the project will be that families in marginal barrios
 
are increasingly linked to the larger urban society and to the urban power
 
structure. Since one of the basic components of "marginality" is exclusion
 
from basic services, land, capital and credit, it is felt that the project
 
will help create a positive self-image among barrio residents by extending the
 
outreach of credit and governmental institutions and by encouraging community
 
organization at the barrio lEvel. The response by target group families to
 
the self-help philosophy of the project will also help dispel widely-held
 
notions that the poor are chusmas, or urban riff-raff, who are incapable or
 
unwilling to improve their living conditions.
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CASH FLOW ANALYSIS OF THE HG LOAN
 

1. 	Cash Flow Assumptions. $10.0 million loan will be made for 30 years term
 
and 10 years grace period for payment of principal. Interest rate during
 
term of loan will be 14.5 percent. Loan repayments will be in equal
 
yearly payments.
 

2. 	The loan fund will be used for two types of activities:
 

A. 	 $9.0 million for community services sub-loans; and
 

B. 	 $1.0 million for home improvement sub-loans.
 

These funds will be drawn-down in a three-year period as follows:
 

Year Community Services Home Improvements Total
 
One $ 2,250,000 250,000 $ =TPooo
 
Two 4,500,000 500,000 5,000,000
 
Three 2,250,000 250,000 2,500,000
 
TOTAL $ 9,000,000 $ 1,000,000 $ lOO00.O0
 

3. 	Sub-Loan terms and rates are:
 

A. 	 Community Services sub-loans will be lent for 15 years, no grace
 
period, at 15% interest for 70% of the value of the loans and 30
 
years for the remaining 30% of the value of the loans.
 

B. 	 Home Improvement sub-loans will be lent for 10 years, no grace
 
period, at 15% interest.
 

4. 	Annual Payments of interest (to HIG 14.5%) were based on the average

portfolio for the first three-year period. Starting with the 4th year,
 
interest is computed on the full amount drawn down.
 

5. 	Annual Interest receipts (15%) were based on the average portfolio for
 
each year.
 

6. 	Annual Collections of principal on all sub-loans are made the first year

following that in which the sub-loans are made.
 

7. 	Rollover funds will be invested to the extent that cash is available.
 

http:lOO00.O0
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URBAN UPGRADING PROJECT 

CONSOLIDATED CASH FLOW PROJECTION 
(In US$ 000's) 

SOURCES:
Beginning Cash 

HIG Drawdowns 
Principal CollectionInterest Collection 

Total Sources 

1 

2,500 

176 

2,676 

2 

14 
5,000 

175688 

5,877 

3 

223 
2,500 

5261,194 

4,443 

4 

437 

729
1,376 

2,542 

Y E
5 

279 

797
1,408 

2,484 

A R 
10 

264 

1,188
1,508 

2,960 

S 
15 

255 

1,612
1,617 

3,484 

20 

294 

1,508
1,804 

3,606 

25 

686 

1,804
2,117 

4,607 

30 

1,235 

2,237
2,715 

6,187 

USES: 
Sub Loans HIG Drawndowns 
Sub Loan Rollover 

HIG Interest andPrincipal Repayments 

TOTAL USES 

Cash End of Year 

Average Portfolio 

2,500 

162 

2,662 

14 

1,250 

5,000 
14 

640 

5,654 

223 

4,920 

2,500 
398 

1,108 

4,006 

437 

8,121 

963 

1,300 

2,263 

279 

9,829 

1,008 

1,300 

2,308 

176 

10,051 

1,360 

1,300 

2,660 

300 

10,770 

1,764 

1,423 

3,187 

297 

11,551 

1,758 

1,423 

3,181 

425 

12,886 

2,423 

1,423 

3,846 

761 

15,123 

3,374 

1,423 

4,797 

1,390 

19,396 
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URBAN UPGRADING PROJECT 

CASH FLOW PROJECTION - COMMUNITY SERVICES LOAN 

I z 3 4 5 10 1 20 25 3 
SOURCES 

B-gnnng Cash 
HIG Drawdowns 
Principal CollectionInterest Collection 

2,500 

167 

8 
5,000 

153
734 

180 
2,500 

458
1,273 

353 

633
1,463 

202 

686
1,488 

158 

987 
1,543 

87 

1,269
1,580 

58 

1,157
1,627 

170 

1,293
1,700 

278 

1,438
1,850 

TOTAL SOURCES 2,687 5,895 4,411 2,449 2,376 2,608 2,936 2,842 3,163 3,586 

USES 
Sub-Loans HIG Drawdowns
Sub-Loans Rollover 

HIG Interest andPrincipal Repayment 

TOTAL USES 

2,500 

179 

2,679 

5,000 
8 

707 

5,715 

2,500
333 

1,225 

4,058 

811 

1,436 

2,248 

835 

1,436 

2,271 

1,075 

,436 

k,511 

1,286 

1,541 

2,827 

1,187 

1,541 

2,728 

1,436 

1,541 

2,977 

1,704 

1,541 

3,245 
Cash end of year 8 180 353 202 108 177 109 114 186 341 
Average Portfolio 1,251 4,928 8,543 9,820 9,983 10,354 10,608 10,926 11,419 12,450 
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1 

CASH FLOW 

2 

PROJECTION - HOME 
(In US$ 000's) 

3 4 

IMPROVEMENT 

5 10 15 20 25 30 

SOURCE 
Wginning Cash 
HIG Orawdowns 
Principal Collections 
Interest Collections 

2,250 

169 

6 
4,500 

128 
666 

151 
2,250 

383 
1,155 

294 

528 
1,327 

166 

568 
1,348 

126 

789 
1,397 

82 

1,079 
1,423 

30 

940 
1,458 

119 

1,058 
1,508 

202 

1,156 
1,609 

TOTAL SOURCES 2,419 5,300 3,939 2,149 2,082 2,312 2,584 2,428 2,685 2,967 

USES 
Sub-Loans HIG Drawdown 
Sib-Loans Rollover 
HYG Interest and 

Principal Repayment 

TOTAL USES 

2,250 

163 

2,413 

4,500 
6 

643 

5,149 

2,250 
279 

1,116 

3,645 

677 

1,306 

1,9t;.-

694 

1,306 

2,000 

865 

1,306 

2,171 

1,097 

1,399 

2,496 

947 

1,399 

2,346 

1,155 

1,399 

2,554 

1,337 

1,399 

2,736 

Cash End of Year 6 151 294 166 82 141 88 82 131 231 

Average Portfolio 1,126 4,439 7,701 8,849 8,986 9,310 9,484 9,719 10,048 10,727 



PROJECT DELIVERY PLAN 

Period 

Community Improvements 
Tegucigalpa San Pedro Sula 

H'Holds $000's Hholds $00's 

Home Improvements 
Tegucigalpa San Pedro Sula 
Loans $000's Loans $000's 

Total 
$000's 

Eligible 
$000's 

Permanent Financing 
TEG SPS 2v 

D'downs 

FY80 II P 

C 

4340 

4340 

$1675 

$1675 

-

-

$ -

-

60 

190 

$24 

76 

60 

190 

$24 

76 

$1723 

1827 

$1350 

1454 

373 

373 

-

-

1454 

1454 

III P 
C 

-$ 

4340 
-
1675 

-
-

-
-

60 
250 

$24 
100 

60 
250 

$24 
100 

$ 46 
1875 

$ 48 
1502 

-
373 

-
-

-
-

IVp 
C 

-

4340 
$ -
1675 

1500 
1500 

$380 
380 

90 
340 

$36 
136 

90 
340 

$36 
136 

452 
2327 

376 
1878 

-

373 
76 
76 

424 
1878 

FY 82 1 P 

C 

5780 

10120 

$2230 

3905 

-

1500 

$ -

380 

90 

430 

$36 

172 

90 

430 

$36 

172 

$2302 

4629 

$1807 

3685 

495 

868 

-

76 

1807 

3685 

IIp 
C 

-

10120 
-

$3905 
-

1500 
$ -
380 

120 
550 

$48 
220 

120 
550 

$48 
220 

$96 
4725 

$96 
3781 

-

868 

-

76 

-

3685 

III P 

C 

-

10120 

-

$3705 

3000 

4500 

$820 

1200 

120 

670 

$48 

268 

120 

670 

$48 

268 

$916 

5641 

$752 

4533 

-

868 

164 

240 

848 

4533 

IV P 
C 

5940 
16060 

$2460 
6365 

-
4500 

$ -
1200 

120 
790 

$48 
316 

120 
790 

$48 
316 

$2556 
8197 

$2009 
6542 

547 
1415 

-
240 

2009 
6542 

FY83 I P 

C 
-

16060 
-

$6365 
-

4500 
$ -

1200 
150 

940 
$60 

376 
150 

940 
$60 

376 
$120 

8217 
$120 

6662 
-

1415 
-

240 
-

6542 

II P 
C 

5940 
22000 

$2635 
9000 

45000 
9000 

$1300 
2500 

150 
1090 

$60 
436 

150 
4090 

$60 
436 

$4055 
12372 

$3210 
9872 

585 
2000 

260 
500 

3330 
9872 

o 

III P 

C 
-

22000 
$ -
9000 

-
9000 

-
$2500 

160 
1250 

$64 

500 
160 

1250 
$64 
500 

$128 
12500 

$128 
10000 

-
2000 

-
500 

112 
10000 
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PDP 	ASSUMPTIONS
 

1. 	Rate of construction is as shown on the PPTN. (Annex B.1.).
 

2. 	The cost of basic infrastructure packages was inflated at
 

1.08 for investments completed in CY1981
 
1.16 I" 	 in CY1982
 
1.24 i " in CY1983
 

This produces an average cost of
 

$410 in Tegucigalpa
 
$280 in San Pedro Sula
 

3. HG drawdowns and drawdowns of the local contribution are pari passu, that
 
is the HG drawdown at any time is in the following relation with completed
 
investments:
 

Tegucigalpa HG Financing 7,000 = .7778 
Total Financing 9,000 

San Pedro Sula HG Financing 2,000 = .80 
Total Financing 2,500 

4. The results indicate that the loan should be negotiated in two separate

contracts, one to be negotiated during the second quarter of FY 1981 (more
 
or less March, 1981) and the other during the third quarter of FY 1982

(more or less July, 1982). In each case the funds would be drawndown in a
period of one year, with the first drawdown at the moment of the signing.
 

5. 	It is assumed that the rate at which home improvement loans will be placed
 
is as follows:
 



Tegucigalpa 

FY 
80 
II 

10 

III 

30 

IV 

45 

FY 
81 
I 

45 

II 

60 

III 

60 

IV 

90 

FY 
82 
I 

90 

II 

120 

III 

120 

IV 

120 

FY 
83 
I 

150 

II 

150 

III 

160 

San Pedro Sula 10 30 45 45 60 60 90 90 120 120 120 150 150 160 

Total 20 60 90 90 120 120 180 180 240 240 240 300 300 320 

Volume of Loans 

Cummulative 

8.0 24.0 36.0 36.0 

32.0 68.0 104.0 

48.0 

152.0 

Balance of numbers shown in the PDP 
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FINANCIAL STATEMENTS 

(thousands of Lempiras) 1/ 

A. Tegucigalpa. 1975-1979 

Source of Funds 1975 1976 1977 1978 1979 

Current Revenues 4,415 6 1 14,410 17,942 

Direct taxes 1,460 2,341 4,199 5,573 6,390 

Indirect taxes 1,598 2,186 3,198 4,258 5,817 

Delinquent taxes 134 334 734 931 1,509 

Services 968 1,143 2,049 2,396 2,712 

Other 255 493 608 1,252 1,514 

Capital Account 5,224 4,353 1 17,577 27,250 

Domestic banks 3,603 3,603 6,432 14,726 21,669 

Suppliers' credits 1,189 242 1,980 304 822 

Capital transfers - 20 600 1,011 1,954 

Paving assessments 140 476 679 1,398 2,668 

Other 391 13 432 138 138 

Total Income 18 20 1 1 

Use of Funds 1975 1976 1977 1978 1979 

Current Expenditures 4 5 9,984 2 9 14,543 

Wages & Salaries 2,393 2,715 4,093 5,138 6,225 

Other services 1,071 2,048 3,383 5,354 5,264 

Materials 395 589 826 798 1,415 

Other 327 394 1,682 1,979 1,640 

Capital Expenditures 5,553 5,104 1 1 30,650 

Machinery & Equipment 10 125 614 2,760 2,094 

Construction 4,492 1,502 5,577 6,827 15,109 

Land purchases 109 - 298 598 335 

Debt service 942 3,477 4,436 8,294 12,217 

Other - 248 893 

Total Expeniditur5 _9,739 to 31,96 45,193 

1/ Lempiras 2.00 = US$1.00 

Source: ,once~jo Metropolitano del Distrito Central
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B. San Pedro Sula 

.Source of Funds 

Current Revenues 

Taxes 

Public services 

Other 

1976 1977 1978 1979 1979 -/ 

11,319 

4,027 

5,574 

1,719 

1980 

14,539 

6,534 

5,949 

2,056 

/ 

Capital Account 

Domestic borrowings 

Capital transfers 

Paving assessments 

Other 

Total Income 9,396 11,888 13_8 12,049 

18,127 

12,236 

201 

3,626 

2,064 

4 

22,653 

13,150 

439 

4,168 

4,896 

37192 

Use of Funds 

Current Expenditui~s -

Wages & Salaries 

Materials & Services 

Other 

1 

6,625 

3,096 

990 

14,314 

7,448 

5,358 

1,508 

Capital Expenditures 

Physical investments 

Debt service 

Other 

Total Expenditures 9,396 11,888 13,380 12,049 

18,736 

9,639 

8,403 

693 

29,446 

22,878 

10,738 

11,382 

756 

37,192 

b/ Approved budget 

Source: Municipality of San Pedro Sula 



ANNEX 0.4. 

Page 1 of 2
 
VALORIZATION PROCESS FOLLOWED IN TEGUCIGALPA
 

PHASE 
 ACTIVITY 
 TIME (mos.)
 

Study plans and specs of proposed improvement
 
to determine what its positive and adverse
 
impacts (known as betterment and worsenment)
 
might be. 1
 
Define the preliminary zone of influence of the
 
project's impacts. 
 (i)

Obtain socio-economic profile of the community to
 
be affected by the project. 
 2 

Total 3 

2 	 Make a preliminary, general allocation 1
 
of project costs. (The rule of thumb is that
 
the cost/m2 of the project should not be more
 
than 10-15% of the current market value of the
 
m2 in the community. Should the percentage be
 
much higher, the project is probably too
 
expensive for the community.)
 
Obtain go-ahead from Programming Commission
 
(Concejalia de Programacion) to proceed with
 
project based on cost recuperation.
 

Total
 

3 	 Develop distribution maps showing the size and 
 4
 
configuration of all the properties in the
 
community.
 
Develop a complete census of owners with their 
 (4)
 
addresses.
 

Total 4
 

4 Assign the proportionate share of the cost to
 
each lot. This involves:
 

i) assigning "factors" to each lot (These
 
take into account conditions in each lot which
 
either increase or reduce the degree to which it
 
benefits from the project. Typical factors
 
include frontage, lot depth and its overall
 
perimeter.)
 

(ii) based on the factors, calculating the
 
"equivalent area" (area virtual) of each lot,
 
essentially this involves computing the net
 
effect of the factors for each lot. (It is
 
expressed as an area, i.e. in m2.)
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(iii) dividing the cost of the project
 
by the sum of the equivalent areas to obtain
 

the "conversion factor" (that is value/m2.)
 
(iv)calculating the bet ' ment tax owed by
 

each lot by multiplying its real area by the
 

converAon factor.
 
Define the terms at which the tax will be financed
 

(i.e. years and interest rate). Tegucigalpa has a
 

policy of applying terms such that the monthly
 

payment for the betterment tax assessment that is
 

most frequent in the community is $2.50 (Lps.5).
 
Total 	 F
 

5 	 The owners are notified. Those who want to may make 

a single payment for the full amount of the tax at 

the Central Bank 
n/a
The Credit and Collection Controls Commitee obtains 


signed notes (letras) from those who want to accept
 

the terms for a e payment.
 9
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I. CONSTRUCTION COSTS AND SPECIFICATIONS
 

It is very difficult to accurately estimate the construction cost of a
 
project that has not been designed yet. Thus, certain technical assumptions
 
have been made (See Appendix 1), basic outline specifications developed and
 
schematic drawings prepared (See Appendix 8) supporting basic design ideas
 
conforming to present construction codes and regulations in order to derive an
 
approximate unit cost per house and per square meter. Needless to say, the
 
actual design of the project may differ substantially from the hypothetical
 
examples shown in this Annex. It is hoped however, that the final designs and
 
specifications will reflect the technical considerations outlined in Appendix
 
2 in order to lower the construction standards to be more in line with the
 
low-cost nature of the program and thus reach the target population.
 

Since this analysis applies to both Tegucigalpa and San Pedro Sula,
 
separate references will be made when there is a difference in costs or
 
specifications between the two cities.
 

For the purposes of this cost analysis, the range of community upgrading
 
has been divided into three groups: off-site infrastructure, on-site
 
infrastructure and home improvements.
 

A. Off-Site Infrastructure. This is all site developmeht work, including
 
utilities, that are located immediately adjacent to and connected with the
 
improvement area. This work shall not include main thoroughfares or highways
 
or main-city trunk lines for water, sewage or drainage. In general, the
 
off-site infrastructure may include:
 

1. Roads. Normally with curb and gutter (See Figure 1-C) and bituminous
 
concrete paving.
 
2. Water Lines. A 3" PVC main to supply water to the target community.
 
3. Sanitary Sewers. Normally an 8" reinforced concrete pipe placed in
 
the center of the street.
 
4. Storm Drainage. Generally underground reinforced concrete pipes with
 
sizes to be determined according to each particular drainage area.
 

B. On-Site Infrastructure. This is all site development work, including
 
utilities, located within the community improvement area, such as:
 

1. Walkways. Basically two types are planned:
 
a. Sidewalks, a one meter stone or concrete block sidewalk.
 
b. Sidewalk and drainage combination: a 1.25m concrete sidewalk
 
with a ditch on one side of stone masonry. See Figure 1.C.
 



ANNEX E.l.
 

Page 2 of 16
 

-2

2. Streets. A seven-meter wide cobble stone paved street on a 4"
 
compacted oase of select material.
 
3. Water Lines. A 2" or 3" PVC line (placed a minimum 6 feet away from
 
sanitary sewers) with a 1/2" PVC connection up to the property line of the
 
lot.
 
4. Sanitary Sewer. An 8" concrete pipe with a 4" or 6" connection to 
the lot. See Figure 1-B. 
5. Lighting. One street light each 50 to 100 meters.
 

Cost Estimate for On-Site Infrastructure
 

Based on the calculations shown in Appendixes four through seven, the
 
following costs per house can be obtained:
 

Tegucigalpa San Pedro Sula
 

Street Lps. 140.00 Lps. 140.00
 

Sidewalks and
 
passages with drainage 75.00 75.00
 

Storm Drainage 50.00 50.00
 

Water Line 190.00 90.00
 

Sanitary Sewers 235.00 100.00
 

Street Lighting 25.00 25.00
 

Cost Per House Lps. 715.00 Lps. 480.00
 

From Figure 1 (Appendix 8) the area occupied by 100 houses is (95 x 135) 
12,825m2. The cost-of 100 houses in Tegucigalpa is (715 x 100) Lps.71,500, 
therefore, the square meter cost of on-site infrastructure will be (71,500 -:
12,825) Lps.5.59 or Lps.55,900 per hectare. 

In the same manner the cost per square meter of on-site infrastructure in
 
San Pedro Sula is (48,000 -:- 12,825) Lps.3.75 or Lps.37,500 per hectare.
 

C. Home Improvements. This refers to all works to be performed inside the
 
lot, according to the priorities set by the owner. Three basic improvements
 
are:
 

1. New Room. Complete with concrete floor, brick or concrete blocks
 
walls, support structure, roof, doors, windows and one light socket and
 
outlet. (This option will be offerred if loan repayment periods are
 
restricted to three years.)
 

2. Floor & Foundatihn. Consists of a 3" concrete slab on top of a 2"
 
gravel base.
 

http:Lps.3.75
http:Lps.5.59
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3. Support Structure. Consists of concrete columns, lintels, beams, and
 
roof support.
 

4. Walls. Consist of 2 meter-high wall built of concrete blocks,
 
bricks, or concrete panels.
 

5. Roof. Consists of a light cover of corrugated galvanized metal or
 
corrugated asbestos.
 

6. Sanitary Sewer. Consists of a 6" concrete pipe for Tegucigalpa or a 
4" concrete pipe for San Pedro Sula. 

7. Water Line. Consists of 1/2" PVC connection to the house.
 

8. Private Lighting. Consists of one socket and one outlet.
 

9. Doors and Windows. Made of wood.
 

See Appendix 3 for home improvement cost estimate. The cost shown of 
Lps.l,280.O0 for Tegucigalpa and Lps.l,244.00 for San Pedro Sula is for the 
addition of one 12m2 room. No utility lines are included in these irices. 

http:Lps.l,244.00
http:Lps.l,280.O0
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TECHNICAL ASSUMPTIONS MADE FOR BASIC HOME IMPROVEMENTS 

Unit costs are the same in Tegucigalpa and San Pedro Sula. Although the
 
cost of labor in San Pedro Sula is lower, the cost of some materials is
 
higher than in Tegucigalpa, thus resulting in approximately the same cost
 
for both locations.
 

• Technically, the quality of workmanship is about the same in both cities.
 

The sanitary sewer and water lines are located on the streets in
 
Tegucigalpa (Alternative A, Fig. 1-A) which results in higher costs. In
 
San Pedro Sula these systems are permitted to be placed in a 3 meter
 
right-of-way at the rear of the lots, for economy purposes. See
 
alternative B, Fig. 1-D, Appendix 7.
 

The costs include all social benefits, 10% contingencies, 10% engineering
 
and design cost and 5% additional for the higher cost of materials.
 

A 15% annual rate of inflation cost shall be considered at the time of
 

construction.
 

Minimun standards and specifications are expected to be complied with.
 

Quality of construction materials should be controlled, to avoid expensive
 
repairs or maintenance costs in the future.
 

Water is available in reasonable quantity and at a reasonable pressure at
 
the boundary limits of the community to be served.
 

Sanitary sewers are to be connected to existing trunk lines, or septic
 
tanks. See Appendix 2 for comments on standards.
 

Minimum standards and specifications of the water agencies shall be
 
complied with. (It is important to mention that some of the requirements
 
of "SANAA" appear to be stricter than those of other countries like Panama
 
or the United States. San Pedro Sula has more acceptable requirements.)
 

The cost of land or legal fees to settle the title of ownership is not
 
included in this section.
 

The cost of social charges are included in the cost.
 

The construction of an emergency water well and storage tank is included
 
in the cost estimate for Tegucigalpa in order to prevent possible
 
shortages of water. This tank is connected to "SANAA's" distribution
 
lines for future maintenance.
 



ANNEX E.1. 

Page 5 of 16 

-5-

The construction of a storage 
tank is also included in the community
 

upgrading for San Pedro Sula.
 

connection fees, are not considered in the analisisi

Sanitary and water 

however, in practice, these fees generally will 
be included in the overall
 

By doing so it is expected that the various
 
cost of the construction. These are: Lps. 85.00 and
 

fees will be reduced due to economies 
of scale. 


Lps. 210.00 respectively in Tegucigalpa and Lps. 55.00 and 
Lps.75.00
 

respectively in San Pedro Sula.
 

Off-site sewage collection and 
treatment costs are not included 

in this
 

analysis.
 

For utility location, see Fig. 
1-A and 1-D, Appendix 8. All lots have
 

x 20m = lOOm2.
been considered to be 5 


http:Lps.75.00
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OTHER TECHNICAL CONSIDERATIONS 

In order to lower the construction cost of this project, simple and
 
The present
efficient technology should be utilized throughout the program. 


standards and specifications used by SANAA engineers, although no written
 
They could be used for
regulations were available, are too strict and costly. 


upper middle class residential construction but should not be used for this
 

low-cost program. As an example of the strict requirements, the following is
 

included:
 

Double water lines, one at each side of the street, instead of one line.
• 

Fire hydrants instead oF standpipes for fire hose connection. 

Requirement of 1.50 meter cover in sanitary sewer lines instead of 1.00 

meter in open areas and 1.20 meter on streets.
 

Requirement of 6" diameter sanitary sewer connection rather than 4"
 

diameter, which is used everywhere else in the country.
 

• Required distance between manholes of lOOm. instead of 135m.
 

Requirement of anchoring for slopes steeper than 12%.
 

Peak water use values of 4 rather than 2.5 as used for this project.
 

* Maximum depth for sanitary sewer is 4.50m. rather than 5.00m.
 

Use of 2" diameter pipe in main water lines (provided the number of
 

families to serve is low) is not permitted.
 

Locally available stone for streets and sidewalk paving is not, ordinarily
 

permitted, concrete is used.
 



- 7 - ANNEX E.l. 

Appendix 3" 

HOME IMPROVEMENT COSTS Page 7 of 16 

ALTERNATIVE A. Addition of a 12m2 room in Tegucigalpa. The estimate is based 

on a 20m2 house. See Fig. 2-A, Appendix 8. 

= Lps. 300.00
Floor: Lps.15.00/m2 x 20m2 

- 400.00Structure: Lps.20.OO/m2 x 20m2 

= 460.00
Walls: Lps.23.00/m2 x 20m2 

= 640.00 Lps. 1,800.00
Roof: Lps.32.00/m2 x 20m2 

= Lps. 150.00
Sanitary Sewer: ,s.7.50/m2 x 20m2 

- 100.00Water Line: Lps.5.00/m2 x 20m2 

= 80.00
Lighting: Lps.4.00/m2 x 20m2 

= Lps. 200.00
Doors $ Windows: Lps.10.00/m2 x 20m2 


Lps. 2,000.00 
- Lps. 200.00Fixtures: Lps.lO.00/m2 x 20m2 


Lps. 1,200.00
New Room: 12m2 = 2 x 12m2 


20
 

80.00
Lighting 


Cost of New Room in Tegucigalpa Lps. 1,280.00
 

(Bathroom is not included)
 

Addition of a 12m2 room in San Pedro Sula. Calculations are
ALTERNATIVE B. 

also based on a 20m2 house. See Fig. 2-B, Appendix 8.
 

- Lps. 340.00Floor: Lps.17.00/m2 x 20m2 

Structural: Lps.15.00/m2 x 20m2 = 300.00
 

= 460.00
Walls: Lps.23.00/m2 x 20m2 

= 640.00 Lps. 1,740.00
Roof: Lps.32.00/m2 x 20m2 


Sanitary Sewer: Lps.4.25/m2 x 20m2 
 =85.00
 
50.00
Water Line: Lps.2.50/m2 x 20m2 

80.00
Lighting: Lps.4.00/m2 x 20m2 


Lps. 200.00
Door & Windows: Lps.l0.00/m2 x 20m2 
 Lps. 1,940.00
 

Fitures Bathroom: Lps.lO.00/m2 x 20m2 200.00
 

New Room 12m2 1,940 x 12m2 - Lps. 1,164.00 
20 

80.00
Lighting 

Cost of New Room in San Pedro Sula = Lps. 1,244.00 

(Bathroom is not included) 

http:1,244.00
http:1,164.00
http:1,740.00
http:1,280.00
http:1,200.00
http:2,000.00
http:1,800.00
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1. ACCESS ROADS OFF-SITE-Om. Right of Way. 
 See Fig. 3, Appendix 8.
 

a. Grading: 2m3/lineal meter (l.m.) at Lps.4.00/m3 = Lps. 8.00/l.m.
b. Sub-Base: 4" compacted: Lps.2.OO/m2 x 8m = 16.00/l.m.

c. 
 Base Material 4" at Lps.3.OO/m2 x 8m 
 - 24.00/i.m.
d. 
 Bituminous Conc. 2" S-5 at Lps.lO.OO/m2 x 6m = 60.O0/l.m.
e. Curb & Gutter: at Lps.20.OO/l.m. x 2 
 = 40.O0/l.m.

f. Sidewalks: 3" conc. at Lps.15.00/m2 x 1.2m = 18.00/l.m. 

Cost per (lineal meLer) l.m. of street
 
serving two houses 
 Lps. 166.00/l.m.
 

Cost per house: 166.00 x 5 
 Lps. 415.00
 
2
 

2. ACCESS ROADS ON-SITE-Om. Right-of-Way. See Fig. 1-B.
 

a. 
 Grading: lm3/l.m. at Lps.4.OO/m3 
 = Lps. 4.00/l.m.
b. Sub-Base and Compaction: Lps.2.OO/m2 x 8m 
 = 16.00/l.m.

c. 
 Stone masonry or Conc. blocks: Lps.6.O/m2 x 6m = 36.0011.m. 

Cost per l.m. of street serving two houses Lps. 56.00/l.m. 

Cost per house: 56.00 x 5m frontage = Lps. 140.00
 
2
 

3. WALKWAYS - 5m. Right-of-Way. 
 See Figure 1 and 1-C, Appendix 8.
 

a. 
 Grading: 0.5m3/l.m. at Lps.4.00/rn3 
 = Lps. :2.00/l.m.
b. Sub-Base and Compacticn: Lps.2.00/m2 x 2m 
 -= 4.00/1.m.
c. 
 Base Material: 4" at Lps.3.0O/m2 x 2m 
 = _6.00/l.m.

d. Conc. s/w at Lps.15.00/m2 x 1.2m 
 = 18.00/1.m.
 

Cost of 1.m. of walkway serving two houses 
 = Lps. 30.00/l.m. 

Cost per house: 30.00 x 5m frontage -= Lps. 75.00 
2 

4. STAIRWAYS - at Lps.20.OO/m2 x 1.2m. 
 = Lps. .24.00/1.m. 

Cost per house = 0.25 l.m./house x Lps.24.00 = .ps. 6.00 

http:Lps.24.00
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5. 	STONE MASONRY DITCHES: See Fig. 1-8 and Fig. 1-C 

On site ditch at Lps.8.00/1.m. x 2 = 	 Lps. ]6.00/1.m.
Off 	site ditch at Lps.8.00/l.m. x 0.50 
 - 4.00 
Cost per l.m. serving two houses 
 = 	 Lps. 20.O0/1.m. 

Cost per house: 20.00 x 5m frontage = Lps. 50.00 
2 

6. 	STREET LIGHTING - SeL 7ig. 1
 

Lps.500.O0 
per post, 50 meters apart each serving 20 houses:
 

Cost per house: 500.00 
 = 	 Lps. 25.00 
20
 

http:Lps.500.O0
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TEGUCIGALPA
 

i. MAIN LINE -
See Fig. 1-Z, Appendix 7.
 

Manholes: one every 50m. at Lps.600.O0 serivng 20 houses
 

Cost per house: 600.00 

Lps. 30.00
 

20
 
Junction Boxes: one per each house 
 60.00
Saddle or Y connection. 
Each house 
 =015.00

Surveying 
 Lps. 1.50/l.m.
Excavation: 
im3/l.m. at Lps.4.00/m3 4 .00/l.m.

Bedding-Gravel 
 4 .00/l.m.
Pipe: 8" concrete 
 7 .50/I.m.

Installation 


1.50/l.m.

Backfill and Compaction 
 1.50/1.m.
 

Sub-Total per house 
 Lps. 20.00/1.m. x 5 = Lps. 50.00 
Cost per house 

Lps.155.00
 
2. SANITARY SEWAGE CONNECTION TO PROPERTY LINE-5m. 
See Fig. 1-A, Appencix 7.
 

Excavation: lm3/l.m. at Lps.4.00/l.m. Lps. 4.00
 
Bedding Gravel
 
6" Conc. pipe 


5.50Installation 

1.00
Backfill Material & Compaction 1.50
 

Cost per house 
 Lps. 16.00/l.m.x5m 
 = Lps.80.00
 
3. SANITARY LATERAL CONNECTION TO MIDDLE OF LOT -
See Fig. 1-A.
 

Excavation: 0.75m3/l.m. at Lps.4.00/m3 Lps.3.00/l.m.
Bedding 

4.00/1.m.


6" Concrete pipe 
 5.50/l.m.

Installation l.O0/l.m.

Backfill and Compaction 
 1.50/l.m.
 

Cost per house 
 Lps. 15.00/l.m.xlOm = Lps.150.00
 

http:Lps.150.00
http:Lps.80.00
http:Lps.155.00
http:Lps.600.O0
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SAN PEDRO SULA
 

1. MAIN LINE - See Fig. 1-C, Appendix 7.
 

Manholes: One every 50m. at Lps.600.O0 serving 20 houses 
Cost per house 600.00 - Lps. 30.00 

20
 
No junction box
 
Saddles or Y Connection. Each house = 15.00
 
Surveying Lps. 1.50/1.m.
 
Excavation: lm3/l.m. at Lps.4.OO/m3 4.00/1.m.
 
Bedding-Gravel 6.00/l.m.
 
Pipe: 8" concrete 7.50/1.m.
 
Backfill & Compaction 1.50/l.m.
 

Sub-Total per house Lps. 22.00/1.m. x 5m = Lps. 55.00
 
I 

Cost per house = Lps. 100.00
 

2. 5m. SANITARY SEWER TO EASEMENT - See Fig. 1-D, Appendix 7.
 

Excavation = lm3 at Lps.4.00/m3 Lps. 4.00
 
Bedding - Gravel 6.00
 
Pipe: 4" Concrete 4.50
 
Installation 1.00
 
Backfill Compaction 1.50
 

Lps. 17.00/l.m.
 
Cost per house 17.00/1.m. x 5m = Lps. 85.00
 

http:Lps.600.O0
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1. 	MAIN WATER LINE (TEGUCIGALPA) - 5m. Frontages - See Fig. 1-A and 1-D.,
 

Appendix 7.
 

Excavation: lm3/l.m. at Lps.4.OO/m3 Lps. 
 4.00/1.m.
Pipe: 3" and 2" at average 16+32 24.00/1.m.
 
2


Installation: 
 1.O0/1.m.

Backfill and Compaction 
 2.00/1.m.


Sub-Total per house 
 Lps. 31.O0/1.m. x 5 
= Lps. 77.50 

1 - 3" valve every 1OOri: Lps.300 7.50= 

40 houses
Cost per house 
 Lps. 85.00
 

WATER WELL - for 400 families at 50 gallons
 
per 	day, per person - 300' deep well-pump 85 GPM
 

Cost: 20,000, per house 
 Lps. 50.00
 
400
 

Water tank - Lps. 2,000 
, per house 
 : 5.00
 
400
 

2. 	MAIN WATER LINE (SAN PEDRO SULA) 
- Same as above except for water well.
No well is required in San Pedro Sula, therefore cost per house is
 
Lps.85.00 + Lps.5.00 
= Lps.90.O0.
 

3. 	5m. WATER CONNECTION TO PROPERTY LINE 
- See Fig. 1-D - Applicable in
 
Tegucigalpa and San Pedro Sula.
 

Excavation: 0.75m3/l.m. at Lps.4.00/m3 Lps.3.00/l.m.

Pipe: 1/2" PVC at Lps.4.50/l.m. 
 4.50/l.m.

Installation 
 1.O0/l.m.

Backfill and Compaction 
 1.50/1.m.


Cost per house 
 Lps. lO.O0/.m, x 5m = Lps. 50.00
 

4. 	lOm. WATER CONNECTION TO MIDDLE OF LOT 
- ON THE LOT - See Fig. 1-A.
 

Applicable in Tegucigalpa
 

Excavation: 0.75m3/l.m. at Lps.4.OO/m3 Lps.3.00/l.m.

Pipe: 1/2" PVC at Lps.4.50 4 .50/1.m.

Installation 
 1.O0/l.m.

Backfill & Compaction 
 1.50/l.m.


Cost per house Lps. lO.O0/1.m.x lOm = Lps.lO0.O0
 

http:Lps.lO0.O0
http:Lps.4.50
http:Lps.90.O0
http:Lps.5.00
http:Lps.85.00
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Cost of street water supply in Tegucigalpa 
Cost of in-lot water supply in Tegucigalpa 
Cost of right-of-way water supply in San Pedro Sula 
Cost of in-lot water supply in San Pedro Sula 

Lps. 190.00 
100.00 
90.00 
50.00 

Cost of street San. Sew. in Tegucigalpa = 155+80 
Cost of in-lot San. Sew. in Tegucigalpa 
Cost of right-of-way San. Sew. in San Pedro Sula 
Cost of in-lot San. Sew. in San Pedro Sula 

Lps. 235.00 
150.00 
100.00 
85.00 

5. 	STORM DRAINAGE (reinforced concrete pipe) - Average 18" See Fig. 1. for
 

Off-Site Access.
 

Excavation: lm3/l.m. at Lps.4.00/m3 Lps. 4.00/l.m.
 
Bedding - Gravel 4.00/l.m.
 
Pipe & Installation 42.50/1.m.
 
Backfilling & Compaction 2.50/1.m.
 

53.00/1.m. x 5m = Lps.132.50
7 

15.50
Manholes: Lps. 53.00 x 6m 

20 houses
 

2 curb inlets each 50m. = Lps. 2 x 500 50.00
 
20 houses 

1 area inlet for each 50 houses = 250 

Cost per house 	 Lps.203.00
 

5.00 

http:Lps.203.00
http:Lps.132.50
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 SUBPROJECT ELIGIBILITY CRITERIA 


I. General sub-project eligibility
 

1. 	Conformity with target group
 

a) 	 Community is characterized by:
 
.	 lack of access to piped water service (i.e. SANAA or DIMA).
 

a preponderarce of unimproved or partially improved housing
 

(same definition as in survey).
 
* the existance of other basic service problems such as poor 

draingage or street systems. 

b) Residents of the community are characterized by having:
 
• Incomes below the median in the municipality.
 

2. 	 Suitability for permanent settlement
 

a. 	 Land use 
The Government contemplates the long-term use of the site 

for residential purposes. 
The site is not affected by planned public works to the
 

point of' excluding its continued existance as a community.
 

b. 	 Environmental suitability
 
The site is not affected by adverse environmental
 

conditions which preclude its long-term residential use (e.g.
 
flooding, land slides.)
 

c. 	 Access to offsite services
 
• 	 Adequate vehicular access exists or can be provided.
 

There is an identified source of water to supply the
 
community.
 

d. Those land tenure problems which exist can be resolved.
 

II. Eligibility of proposed community improvement program
 

1. 	 Acceptance by the community (as expressed by its organization)
 

a. Agreement on the priority of the proposed investments
 
b. Acceptance of the charges to be imposed to recuperate the 

investments.
 

2. 	 Adequacy of proposed improvements
 

a. 	 Solution to existing problems:
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• All the required actions to provide missing services to
 

individual residents are included in the program 
(e.g. water to each
 

lot or public water taps within close access 
of all lots.)
 

Actions to resolve the existing land tenure problems 
will be
 

.
 
completed before construction of the improvements 

is concluded.
 

Agreements have been formalized with a 
financial institution
 

.
 
which will make home improvement loans in the community.
 

b. Cost recovery: 
. The municil~l.£ty has legal authority to apply the proposed 

cost recovery mechani-n', 
The information and methodology for allocating 

costs to
 

individual residents are available
 
.
 

3. Adequacy of design 

a. Water:
 
• A supply of water is available and required 

approvals have
 

been obtained.
 
. The corresponding water authority has 

approved the designs and
 

agreed to assume responsibility for the system 
when constructed.
 

b. Sewerage:
 
included to mitigate adverse impact
 . Specific measures are 


within 	the community of uncollected sewerage.
 

• Off site sewerage discharges do not contaminate 
presently
 

unpolluted bodies of water.
 
Approval has been obtained for hook-up to 

existing sewage
 
.
 

trunk lines.
 

c. Erosion and sedimentation:
 
• Required defense barriers and retaining walls 

are included in
 

the program in areas of steep slopes within the community.
 

The project does not aggravate existing erosion 
and
 

.
 
sedimentation problems and consideration has 

been given to measures
 

to mitigate those problems (e.g. reforestation, vel.ocity checks,
 

detention basins...)
 

d. 	 Storm drainage, flooding:
 
measures to mitigate problems caused by stagnant 

water within
 
• 


the community have been included.
 

Localized flood protection measures have been 
included.
 

Provision has been made for adequate off-site 
disposal of
 

storm drainage and necessary approvals obtained.
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SERVICIO AUTONOMO NACIONAL DE ACUEDUCTOS Y ALCAMTARaLLADOS 
APTt)U IPOTAL k. 3, TEGUCIGALPA. IIONDURAS. A.C. TLEFONOS: 

OFICIO No. G-165-80
 

10 de Abril de 1980 

Arquitecto

HRY MRRIAM
 
Presidente del CoC
 
TegucigalDaD.C.
 

Estimado Arquitecto Merriam: 

Sirva la vresente para hacer de su conoclniento, la buena 
disposici~n del ,ERVCIO A=1MDN NACIONAL DE ACtUEDLO 
Y ALCqANTLRI ADOS (SANAA), en brindarle asistencia tcni
ca en el desarrollo de los proyectos que para el mejora-
miento de los barrios marglnales llevard a cabo el Conce
jo Yetrcpolitano del Distrito Central. 

Aderls de esta asistencia tdcnica, el SANAA tambidn estA 
auente a que las instalaciones del drenaje de aguas ne
gras y red de distribuci6n de agua potable que se constru 
yaen las dreas t-encionadas, sean conectadas a sus siste 
ma general, linitadas a las condiciones de servicios pre
valecientes en el grea. 

Sin otro particular s propic oportunidad p sus
cribirff de usted at te 

* MAA 

SUBG.ER MA 

cc:Seior Yinistro'de"Salud Pblica 
cc :Archivo (2) . 

RTV:nbc 
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CO] CEJO MTETROPOLITT'.1O DEL DISTRITO CENTRAL
 
Tegucicalpo, D. C., 1Ionduram, C. A.
 

DE LA NIARGI-PARA LA E17RlADICACION
CONVENIO ]NTERINSTfFUCIONAT, 

A ILY
 
!\UAL1D..I) i..,TRB E L CO1C.TJO >.ErRO VOII'I' 'O DDL n1I;'}RITO C }N"FT 


]1.Ir <" ,,.x',8,NOO NACIONAJL DE ACUIEDUC T OS Y'AL CANTAR1 ILADOS.Si'1\]G 


A. OFiETIVO DEL CONVEN1O 

es 	cl dc arradicar la margitii.dad o en todo caso
El objctivo dcl Convcrdio 

marginfales de la ciudad
mejorar las condicioncs saidtarias de las zonas 

del Concejo Me.tropalitano dcl Distri-
Capital, meciante la acci6n conjunt 

to Central y del Servicio Aut6noimno Nacional dz"AcueducLos y Alcalitarilla

dos, en adclantc idcnLificados con sus siglas CMDC y SANAA. 

Esta acci 6 n estar. encaminada a la realizaci6f de Jos estudios y Colstruc

esas Areas serwi
ci6n de los proyectos necesaxios, para poder Distalar en 

cio.s de agua potable y alcajitarillado sanitario y rocuperar los costos de"la 

inversi6n scgcrn el Art. 8, inciso C) del Decrto Ley 370 de 30 dc agosto de 

1977, cuando 6sto sea factible. 

B. CO1,IOLSOS DEL SANAA 

El 	SANAA se comproincte a: 

o la rcvisi 6u para los sitemas que se
a) 	 Realizar con diligoncia los estudios 


p-,yccta instalar.
 

accesorios y dcmis matcriales requcriios
b) Sumninistrar toda la tuberfa, 

de las obras de los sistcmas de agua potable.para la construcci6n 

C) Efoctuar )a istalaci6n de las tuberfas y accesmios para agua potable y 

constnrcci6ii de las obras complemcntaiias. 

d) 	 Efcctuar.la shipcrvisi6n ncccsaria paa 1,1 buena cjccuci6n de los tnabajos. 

http:Efcctuar.la
http:MTETROPOLITT'.1O
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C014CEJO JALTROPOLITAEO DEL DISTITO CENTHAL
 

icqucigclv',. D. C., HJorducm-, C. A.
 

c) 	 RcaizzriI collstrlucci 6 n o rncjorarn-Linto do obras esp2cilCs, scg~fl 

Becl(-jll (.1 colityato soparado. 

f) 	 Julstalar --istciras d~c Ifneas de alcantarillado sanitarxio. 

r) 	 Sun-drstro dec los niatoriales necosarios para la construcci 6fl do po

zos de visita y la instalaci 6 n. de las tu1berras. dc aicantarillado sanita

,io. 

h) 	Asignur do 511 pzcrsonal t6crnco a 1111 o m~s inguiilos que scaii res

poiisablos dc ejccuci6n dc los pro, octos incncioncos, quic-ns vclar~ui 

porquo 6stos so ejccutcn dentr6 dcl tempo y los pircstipuestos 

tos.. 

f) Nonmbrar persona responsabic quo act~c, -unrcpr,.sc'ntacI6fl deluna 

y el CMDC i'-n estos proyec-SANAA, corno coordLnador entre el SANAA 

tos.
 

C. CONIPRONMISOS DEL CMTJ',C. 

El 	CMDCl sc coonpromctc a: 

a) 	Llevar a cabo la cxcavaci6n, cornpactado y atcrradco en. las )Thcas dc 

tuberfa do los sistolnas de agua potable y alcautarillado. 

b) 	 Proporcionar la tulborlfa para las Ifhc..as dc alcaunt-:arI ado sni.ta-rio. 

c) Pr.oporcionar los fondos para cubrir los; co,,tos do los estudios reque

ridos. 

los; costos do la tubcela y acccsorios, cquipos yd) 	Rcinitcgrar al SANAA 

niatcrialos .quc scani utilizados; circctaiuentecen c-stos proycctos 1 a re

dida quo las invc~siones semi recuporadas. 
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cOlIQEJ)o 1.'rn2 OPOLIT.11O DELh D)STITY( CENTB\L 
Teglczi2~ I.. .. !cnurn;,C. A. 

cjctdfel Jos proycCtOS,zonas dlonde sc
c-) Q!tcnciJ Co !,) vc-cinc':; dc ]as 


iacer !ins coJIcXIoIcs doiciliarcs.

;cj 5:1 ;fl parala coop.--C] 

:o quc. sc )CCIquicrari paya 1l s justala-
C dirVI Tcs dc pnr' C."n ! ;c rj 

5 'yi0Sluio.rcstaciIdolsC.,cnl ,;id;clnc 

r o~pu~a~ i fu oario quc rcprc
g)~ JcCi( nr ; cr~~ 

y cl CMIDC,
1] IA.C coino coordijiador ciftrc el SANAALC.'!-scite 


para ]a 1r(±!:101 6 n dc 2stos proycctCJs.
 

cl. Presidente del 
1irf~(.C lo M1,11, por las IiitidisflCirman esto Conwvo 

W. y ci Gcxc--,tc Geliceral dcl SANAA, In
cI; ,Acuitcct0 iNcr.~rir 

dc imui iiovecicn-sie:ndzN ci vciji'Ld6s de marzo~~rFlnrIOc- GujUT:n, 
/1). 

t,,:i 'IM V 

A CcL 
-

ju1? IN LlL;1NT~5EG1K2~Y\,ZY.1IA!A V1,T 
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E,/!'RO . TAL THRESHOLD RECOMtI.VNDATION 

!'roject: }1crJurar 522-HG-006 

rroject Title: Upgrading 	 Lsw-inccme ,. crwnts 

V 	.x int: FY 1 Q H6: I h.:l').r "r.illion 
Jr!ijU ru li .i :l?: . m rniII i,
GO!I: 	 ].q I I]ion 

Ttal: U"4.. mi I 

-E Frepared By: 	 Peter A. Weber, Fivironri-nti. Planner 

National Savings and Loan League 

for DS/Housing 
Di cember 197n
 

E, TERON.IENTAL ACTION RECOI. .ENDED: 

tozed up-on the findings of the IEE, a Positive Tlreshold Determinaticn 
iF r'cor-..., fo" Honduras ,22-(,-006. Tn orurr to onsurericviutoim,'nta 
si>t'. l esin ;'roJect selection and delo mt'i., on Envi rorimeitn 
Cite*,ria and Chsck.li t shall be developed for inclusion in the Project 

C ff e ou _ 	 _ 111f ig:{ __ 	 _: 

t.invi,.u MIQVoy
Acting .D,'luty n:jrector 

http:Chsck.li
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HOIlDUPAS 
INITIAL ENVIROM.ENTAL EXAMINATION 

• BACKGROU:ND INFRMATIO:i 

A. BASELIJ.:E ENVIROrM-!ENTAL CONDITIONS 

i. Naturil_ Environment 

Honduras is a small tropical country located between N.
Lat. 130 and 160 in Central America. lugged, jumbled mountain ranges 
cover over 20 of the country, leaving flat coastal fringes to the
north (the Caribbean side) and to the south (the Pacific side).

The north 
coast receives the heaviest amount of rainfall, distributed

throuho iL the year. Inland and on the southern cnast, there are 
prcnowiced wet and dry seasons. Honduras is tectonically quiet,
although major earthquakes occur on either side, in Guatemala and 
Nicaragua. 

a. Tegucigalpa 

The capital city is located in the mountainsus region.

Tegucigalpa occupies part of a bowl-like area which is predomi.
nantly hilly, suriounded by wooded ridges in all directions. 
The elevation of center city is 930 meters (3,'O fee',). Natur3l
mixed evergreehi/jcciduous forest is almost enciLe]y gon-e, reclaced 
by urhanization and highland agricultural crops. There are pro
nounced dry and w.et seasons. It is usually dry from fovcmber 
to April, with 2ess than 60 millimeters (two inches) :er month,
and then the rainrs come from May to October. Annual al.erage
precipitation is 980 mm (O inches). 
 The Choluteca River and its

main tributaries, Rios Guacerique, Grande and San Jos6 have cut

deep channels in the surrounding landscape. Figture 1 I-resents 
salient characteristics of potential. sites.
 

b. San Pedro Sula 

The scco:,d city of Honduras is lca'nted oni the Cribbean
side, approximately 50 kilometers (30 miles) upstream from the 
coast. As part of the coastal region, center city is 95 meters
(290 feet) above sea-level. Mountains serve as its imr.:ediate 
backdrop to the wst, reaching 1,800 mcters (5,500 f.cet). The
main settled area is on a gently sloping plain 'hich descends 
to 20 meters (65 fot). The steep siop,.:t of the nearby mountains
and the low flatland area combine to produce severe seasonal 



-2-

Annex E.6.
 

. .ndrla] D.omogrphic Characteristics of Several g4 of 22 
Figure 1. 	Salient E vro:m 

Potentia: HQUL0rFL iN,,] t, 

SAN PEDRO SULA CHOLUTECA
CITY 	 TEGUCIGALPA 

aI 

Fcological zone Hi ghlands Caribbean coast, Pacific coast, inland 
in and
 

pr,2I'1 BtatM.m 1,373 mm 1,912 mm 

(A,,?rag Ln: LI (0'') (55") (75") 

" 1.930 meters 85 meters 48 meters 

(3,000 feet) (280 feet) (160 feet) 

in! rarm Hilly with steep, Flat sloping plain Coastal river nl 
narrow river bordered on west 
channels by steep moun

tains__ 

a
Climu e Semi-tropical wet Tropical wet with 

(:.oified after and dry short dry season Tropical wet and dr-: 

Hizarls 	 Steep slopes/land- Flooding/ponding Flooding; seasonal
 
slides; deforesta- drought 
tion for firewood, 
urban erosion;
 
dust and smoke in
 
dry season; expan
sive clay soils;
 
localized flood
ing
 

Population 1314,075 58,632 a1,483 
(1961) 

C 

26,152
-o:pilation 273,874 	 150,991 


S-ources: 

National Inventory of Physical Resources,.1966
 a. 

b. Topographic maps, scale 1:50,000
 
c. PADCO 1978
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flooding, part icularly in t he bro' t'i Iai.':;,ri. :,nl fl.oodChif 1m 
Although not as we 1 :;eparated a:; ii TeIic igal ,t, th cr, ar', 

alternatin' wt al Idry seasons at aproimat,-]y the same times 
of the year. A,eral annual prec i:it,,tion is ] ,bOO mm (55 inchcs 
Hurri can,:; , si<,m~a1y strike the northern coast region with 
resulting h;a',y des;truction, such as Fifi caused in 197. 

c. Other iot,.ntial Sites 

The next. rank of urban areas is exclusiv, l y coastal, 
located t,! cvw 1rO1 !neters. One site is on the Pfar ifi c side 
(Choluteca) , ut Ist.-"am 'rom the coast in the Choluteca River 
valley. 1t; "t'j annual precipitation is 1,?00 mm (75 inches), 
distribDuted iihet o by '_t and Ary seasons. Thereor heavier 
are three io*,,(ial sitern on the Caribbean coast (La Ceiba, 
Tela a:id P.-, .ieroCorts) which receive as much as 2,500 nun (100 
inches) per year, without any seasonal diminution. 

2. Human Envircnment 

a. Settlement Totals and Patterns 

H}onduras has been and remains a predominantly rural 
country. Just 31, of the population is classified. as urban 
(197h Census,). However, projections are fcr the country's pop
ulation distribution to change to an urban majority (55% of the 
total ) by ti-e year 20'0. There are two main cit.ies, Tegucigl-pa 
(estimtntej ',c0,0'9 roFilaLion in 1979) nd San ro Sula. 
(estimated 2 1 ,2&O population). The next levLel of citien in
clud.er La Ceiba (38,200 people in 1974 ), T. Frcr-rr' (? ,Co0), 
Choluteca (26,000) and Puerto Cort6s (26,000). Tegucigalpa
 
urbanized at -in annual rate of 5.6% between the 1963 and 197h 
censuses; San Pedro Sula urbanized even faster, marking a 7.6% 
annual increase.
 

Extensive detail on the socio-economic environment 
is presented in the several PADCO reports (see References). 
In broad terms, the low-income population is _ntially distri
buted in the following manner. Poor people live both in down
torn areas and in peripheral, discontinuous areLas. Downtown 
hous.ing units are knewnP: as "cuarter~as," "pasajes" or "mcc-es." 
Usually one family lives in each room, without private potable 
water or sanitary facilities. Both density and rents are high; 
structural conditions and environmental health conditions are 
deterioratinC. .eripheral settlements are called "repartos 
marginados" and are scattered in left-over lands that previous 
urbanization bypassed or never reached. 
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b. Urban Services
 

Potable water and sewerage systems have not been main
tained in existing dovntown low-income areas or extended out 
to peripheral areas for the growing numbers of pocr urban dwel
lers. In irder to obtain potable water in areas wh- re there 
is no municipal wa.er supply, people pay bctween five: ancl nine 
times the 'nit r .-: whicii serviced areas pay (PADCQ l)79). 
Sewage in -eriph:c.f.l settlements usually is disposed of in latrines 
and other -ural-type methods, unsuitable for the existing high 
urban densities. Streets are predominantly made ol earth, un
paved in eny way, and without well-defined and functional ;torn 
drainage cEpabilities. Electricity is the one service that is 
relatively advanced and available in poor neighborhoods. Av'ter4 
dix C illuot:rates the existing infrastructure situation. 

c. Quality of Life 

The combination of settlement patterns and the lack 
of urban services has resulted in a dangerously reduced quality 
of life for the urban poor. As documented in FADCO investiga
tions, illiteracy is greater than 50%. Participation in ti-c formal 

economy is low and is frequently characterized by under-employ
ment. Health conditions include infant mortality 33 times r.more 
frequent than in the upper half of the popilation, and mal:iu
trition exists for over 80% of the poor children. Withcut ex
ternal sources of credit and assistance, any improvement in the
 
quality of life would be slow and fitful.
 

3. Environmental Planning and Institutions
 

At the present time, there is no comprehensive nationa!
 
environmental planning agency. No environmental laws have been
 
promulgated; rather, health laws are the nearest legal basis for
 
environmental concerns. There are several environmental planners
 

located within various3 government institutions, but their effective
ness is hindered because of their absorption within larger, less
 

focused institutions.
 

For urban upgrading programs. environiwental infor'maLio c-n 
be collected from several scurces. 'Iping'(topography, geole.') 
is available from IGN (Instituto Geografico Nacional). Land-usce 
inventory information is available from the Frograna Catastral :w irnal 
(National Cadastral Program), directed by CONSUPLANE (Consejo Superior 
de Pl.anificaci6n Econ6mica, or National Council of Economic Flanning). 
Within 'ONSUFLANE's Forestry Department there is a small but informa
tive environmental planning u-nit. Die major municipal governments 
have their own cadastral programs and thus have compiled some base
line environmental data.. 
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B. D)ESCHr3CTPTI1 OIF THE ilH11OSED }IROGiHAMI 

1. Charattri zation 

hrpoi- program i,-to furnish urban upgrading services 

to cxist:nI ,-in'ymc setltements located in the major cities of 
Hondura:;. rxitely $10 million would comprise the }HG infrastruc
ture porti ,,i,",nd aproxinatI.y $37,000 from ITIUP and Mission funds 
would comrr, -;,, '.ic o-economic r,.rtion. The borrower ls to be 
a nltiornil " tm? orm, probably AN>A ,the municipal development 
bank. T!;' lLuent -:,, it horitil,.r wo uld be tha re.spec tive municipal 
government.. T iiL program d,: veolmwnnt i; 1dained for Tegucigalpa 
amid San 1',cro Sula with subsequent p.rogrnms in smaller cities as 
experience if,gaince,. 

.


2. Specific Cumpoiiennts 

Ijw-inco nr ighborhoods located on t.hce fringes of each 
metropolitan rfgion woLld be the targ'-t arIem', In those crtses 
where larii ttr.ire ... o. yet been established., the program would 
provide assistance in this legalization process. Next, the progr'am 
would offer loans for improved municipal services such as potable 
water systems, sewerage, paving of streets and storm drainage 
installation, and garbage disposal systems, as well as for home 
improvement. Iunicifal governments, through their technical 
departments, would serve as the lead srencies. The project bene
ficiaries, organized as patronatos (similar to community organi
zations with their cm elected leaders), woni d h- an integrnl part 
of planii C, and implji mnemic atjon. 

I. EXAMT1ATJON OF 1;'OT.TAh EIIRONENTAL EFFECTS OF THE PROPOSED 11G PROGR!.I 

A. SUMI.IARY OF MAJOR BEIIEFITS AND CONCERNS 

Because th proposed program involves upgrading of existing 
settlements, a number of benefits should be achieved. At the same time, 
ther,? are sever-,l, concerns vhich need to be addressed in subsequent pro
gram development. 

1. Bencfit.s 

Advaimtares .;hould be gained in niihhbrhood environmental 
hn] th, personal hygiene, house1ol d economics, and greater opl,ot
tiunities for.socio-econonic advancement. 

0 Improved health environnient for target. population through water, 
sewerage and drainage progruns; 
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* cheaper and more available potable water supplies;
 

* greater access and mobility through improved circulation network.
 

2. 	Concerns
 

As the program becomes more specific, decisions can be made
 
for 	optimum site upfgrading in order to minimize the follow:ing concerns: 

o Settlements in existing hazardous environmental locations; 

# scarce, high-cost infrastructure services;
 

e off-site detrimental influences from on-site upgrading activities. 

B. 	 DISCUSSION OF KEY E'JVIRO,.IETAL TSSUES TO BE CONSIDERED IN PROJECT 
DESI GN 

1.. 	 Settlements in Existing Hazardous Environmental Locations 

Low-income settlements frequently are found in hazardous 
or poorly located areas. Marginal populations literally live in mar
ginal habitats. Prime land has alread!y bcn urbani'-ed or held for 
speculation. Dut. it is this prime .n'id which offers the hcpe D:* 
economic survival for the marginal inhabitants. LI the case of 
Honduran cities, employment opportunities for the poor (as street 
vendors, occasional laborers and the like) most often are found in 
the older, well-estab]ished downtown areas. There usually: are not 
significant concent.rations of jobs outside the Jo-,towi. a~ea. As 
a result, flood 1i.Lins, steep slorvvs, landslidc locations, and 'Xistable 
soils are some of the marginal lands which arc inhabited Ly lo:,-income 
families. For instancc, in Teucit-,alia, the nearby steep slopes of 
Picacho are now inhabited, including the neighborioods of' E] Reparto, 
Barrio Duenos Aires, and others, as a response to the need to live 
neor downtown. 

The hazards ar;sociated with the m:ari nal lands arc ind"
eated in Fi 1 rcae 1. Stoop slopes (,;irticularlv those over CC) rcaui ie 
extensiv!, fomllhatieo to ze .nd rcads. lotabl e:esures ho,.,s atbili 
water, if it is nut f'ound upslop_., must he p,::ed from do,n Lel, 
adding cofit t the se'vice. Sowe.rue nl storm wa'ter drainage fa
cilitiCs can u e r1vity for off-silte disi'cs:il, but rcqu re special 
dcsi .n fe-itures to minimize problms. n. include-e ,nergy dssi
pator metnods so that the exCes." %,']ocityV e'I-CLed by steerI sloe', s 
does not creat.e damatw, Aownslopc and cause bre:Lkages/accc]er1t: 
wear of the sewerat.-, lines and draiage channels. The hazard of
 
urbanized steep slopes is prevalent in Tegucigai.pa.
 

http:Tegucigai.pa
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Other difficu I sir a:ssociated with the capital city include" 
expansive clay soils (particu-larly on slopinr ground) and deforest:u
tion. Ilie soils charac!.eristically swell and shift when they receive
 
rroisture s that furthfr Iroblems of stability are added to the
 
slope ha.ar,-d. To increase difficulties even further, the original
 
vecgetatior hais been cleared from the land 
 to provide urbanization
 
space anid f'u)r fir-woOd. T'he negative impacts have been to expose
 

, ,
th 'the grou, K fufl force of rainfall and t.o reduce the moisture
holding Thus soilc-2 viu S ,j of the 'Mil thne Ioses its protect ive 
vegetativ- cuver !ml ,ts quickly eroded hy dou'npcurs. F]ash flood
in p re sult:, with i rr:me] sediment 't. iocu in the water courses. In 
the dry season, the w;izdspreads the soil t hronirho t. the reg ion, 
creating J ist, poilutiol. 

ia: arleus conditions exist in low-inconrre areas of San Pedro
 
Sula. There, the mos;t danger is caused by seasonal flooding of the
 
rivers whj on drain tu, surrounding mountains. The flood plain area
 
is extensive to the south 
 and east of do-ntown. Settlements, such
 
as Chamee<:-Jn, Colonia 2) de setieribre, and 
 El Frogreso p'et regular'>" 
inundated. E)c;n a system of earthen dams along the riverside does
 
not stem thie -ors floods. !'ondinc also occurs after heavy rains
 
because tt: soil is only slowly permeable.
 

In order to stimulate sound urbain and environm.ental pernninq,
it should be understood that certain popLlated oreas should not be 
upgraded. Hather, as in the case of Teguciga];a, the municipal gor
er!nent should be sunTerred in its program of purch3sing and dc
veloping a] ternative setcs for rclocat ion of the most marginal com
munities. Pnd the e,1rpCles of Son 
 Pedro Sula should also be supportr-
In one action, the manicirality ensures that no settlement is ner
mitted on the steep -lopes behind the city. in nanother action, the 
municipality is prohibiting a flooded neighborhood from being rebuilt 
in the flood plain. 

The most difficult areas, such as those discussed earlier,
 
should not be selected, wherever possible. 
 In circumstances where
 
upgrading is to occur in the 
marginal areas, apuroriate and detailed
 
design features likely will be required to minimize negative impacts.
 

2. Scarce, lfigh-Cost Infrastructure Services
 

]'otablc water and sewerage system,., ''2.\rj:.lIy i., t ,:,r,
cital context, are quite exlensive to dcvelC!. 'l'h.capacity of tinc 
exinting systems for the mmajor Honduran cities a!;o is being over
cxtended. As a result, high capital costs and insufficient distri
biution netve'orks mean that the low-income neif.hiorhoods usually are 
outside the current systems. In terms of future Lie-ins to wat,',r an2 
sewerage system.;, there d.'efinitely shall be constraints as to which 
neighborhoods can be up'graded. Therefore, a detailed techniral 
analysis shall be required in order to determine the feasible loca
tions for upgrading. 
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3. Off-Site Detrimental Influences From On-Site Upgradizii Activit; 

In the proceFs of improving the on-siie living conditions of 
the target population, there are several design, problems to solve 
in order to minimize potential ncg-ative impacts off-site. Specifi
cally, both on-site se:wage and storm water need to be handled so that 
increased f.'Lows lo rnot downgrade the existing quality of the rivers 
which receive th lis,- !arges. The upgrading program shall serve 
to collect and concm-.ntrate previous y disper-ed waste, , thereby 
adding to theit .pact on recezvi' off-site areas. Furthermore, small

treatment :orscale, interm,.diato 	 ".'etcmsneighborhood sewage (which 
can eventuilly be tiu(1 into muni c',ia.1 system:: as they are extended) 
should be cornsidered so as to furnish the beginning of improved sew
age treatment.
 

III. RECOIIENDATIOIIS 

A. THRESHOLD PE. 7. DATION 

On the basis of the foregoing environmental ana![.'s * a 
Positive Thresh ,IA Decision is recomended. There ar. . i- r:,[- to e 
met which should be addressed in Project Paper preparaULi. 

" -
B. INCORPORATICN, OF _E,I 1 'LU.S' 	 :j' PROI'EC'I DESIGN 

In order to ensure an enviro:.rc:;tally soun] program, a detaile.
Diviro:imcntal Criteria and Checklist should be developed along the foicw
ing guidelines: 

* 	Uonradinc, Sitt' -- eval1 -.ticn of alternatives and selection of least
cost, most envronmentally sound sites for upgraling. 

-- S..i ara.:.ate systems, for water, 
sewerage, stor.. lraina-,, gatbge, and street upCrading. 

o 	 Urlbani qervme. .. .' potable 

P'rojec t Vi )111 d mnci ide the followilig components: 

1. The r.- wc:rah, foreseeible environmentAl eff'cots
 
of the proloSed a,'ions.
 

2. A ccoim!:tricr. and selection among the resonable alternatives 
of 	the proposed actions. 

3. Evaluation of b nefits versus adver.ne effects. 

http:adver.ne
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I4. Indication of any irreversible or irretrievable commit
ment of resourc-s.
 

qlT ctlecklist 2hou_!J be worked out between Pf'UDO and the project inplecIters. !t oulAold be developed at the Project Paper stage. Priorto project fundini> th' chcklist should be comp:leted by the agency/agencies resfc.-nbr hfr the specific site and activities. 

In order to ensure full understaiing and maximum benefitsfrom such a checkiRt, hIIUDO should assist in its familiarization.
Tn's assistanc- shoud be in the form, of training performed in-country. 
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APPENDIX A
 

PEOPLE CONSULTED/SITES VISITED IN PREPARATION OF IEE
 

Teguc igaj pa
 

Henry Merririm, Presidente, Consejo Metroiolitano del Distrito Central 
(D.C.) (Nayor) 

In. Antonio Lscobar, Infrastructure, D.C. 
Ing. Gustavo 
 zaudeles 1,1.,Land Commission, D.C.
 
Ing. Jorge Hodrfguez, Chief, Solid Waste Department, D.C.
 

San P*:dr' Sula
 

H6ctor Sabill6n Cruz, layor

Ing. Alfonso Salvador Melgar, Community Development and Agricultural
 

Extension
 
Ing. H(ctor 
Zdniga, Manager, DIMA (Potable Water and Sewerage Department)
 

SA"AU
 

Ing. 
Roberto Gierlings, Chief of Operaticns and M"aintenance, Distrito
 
Metropolitano (Teguci~alpa), National Water and Sewerage Service
 

CONSUP I!vE 

Lic. Jorge Bctancourt, Environmental Planner, Forestry Department, 
National Council of Economic Planning
 

SECOY?
 

Arq. Ed-ardo Derbes, Genera] Division of Urbanism
 

Progra!:.:. Ca :_,st'al "acional
 

!ng. JadUo C25nr 7epcda, Director, National Cadaitral Program 

'""",, ol
nt y,.-..>GewitthLIn' , N e Inst"t...
 
Hodney.Saubers, DM.A, coordinated with n~ational Geogranphic 
Institute
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ArD Misi or/Hondzr;L-

Fredrik Hansen, RHUDO
 
Francis Conway, RHUDO
 
Roger L. Russell, Mlission Environmental Officer
 
Mike ?ramcr, Forestry 

Sites, Teguc! ali2a (Sectors 6, 7, 16, 21) 

Colonia Sot,),
 
Les Prof-srres
 
El Pastel
 
Z'I.ot e Uorte
 
Feirtig'-I del 'orte
 
Sant... Tsab'l
 
San Jos-6
 

San 2:iGuel
 
La Sosa
 
Ia 'ravesla
 
Colonia Reforma
 
Sanitary Landfill
 

Sites, San Pedro SLu]a 

Chazi-nlec6n 
Colonia Suliapa 
San Crist6bal
 
23 de setiembre
 

La Lima
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PHOTOGRAPhiS 

Photo 1. 
Flood Plain Hazard Near San Pedro Sula
 

Photo 2. Fonding Action
 

Photo 3. Teripheral Slum Lacking Urban Services
 

Photo 4. 
Sewage Disposal by Latrine, Tegucigalpa
 

Photo 5. Dirt 
 Street and Informal Storm Drainage
 

Photo u. Street Upgraded by Stone Faving
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SECIUL I ,,:IA DE I J[U,'D Dr 

ALPUBLICA OL , CtNTn0 iCAI'*2URAS AM( 

rEaETO N 83ROa3.
 

LA JUTA ?'LITAR DE GOSIEpNO, EN CONSUJO DE MINISROS, 

CWSIDRA\tO: Qu= el Est.i 
 por redio de sus organismos a institucio
 
nes p-:!d'c establecer restricciones, modalidades o pro
hibicicncs gcnerales o esDeciales, con el fin de ir-po
ner la obli!:aci6n de m-antener la salubridad p'Tlica y
frejorar las condiciones higi6aicas de los habitantes,
quienes tienen derecho a la vivienda o habitaci6n en 
condiciones dignas y justas.
 

COGMIDERANDO: Que en mnrito a la con-ideraci6n anterior es de conve
niencia y de justicia social crear normas que regulen
el desarrollo urbano; y especificamente las operacio 
nes que en materia de urbarizacidn y lotificaciones -
realizan algunas personas naturales o jurfdicas sin do
 
tar a los adjuditatarios o contratantes de viviendas a.
 
adquirient,; en cualquiera de s-as 
formas da lotes o in
 
muebles, de los servicios bisicos y esenciales para la
 
habitaci6n.
 

PM TA'rO: En uso de las facultades que le confiere el Decreto No.
 
I del 6 de DicienJbre de 7972,
 

DECRETA:
 
ARTICULO Io.-
 El Concejo Ltropolitano del Distrito Central y las 
-t 

nicipalidades en sus respectivas ju.-isdicciones, que -dan facultados para exigfr aue "los propietarios de par

cel~a~erntos o lotificaciones, doten a los mismos de.
los servicics cue la salubridad y conodidad exigen, en 
toda viVienC.1 urbana o de areas s-.-urb,-s. 
Los ser icics exigibles po'r la autoridad distrital o -

...........-.--.r, cCfc:.,c a laS cs?.7:-ifica 
-clones qu.: ;'' autcridad ,-staulcic~~nA-
dc uoda -u bIle:ca a zrav~s delpectivo res 
. ) ayCndienJ.,. las nor-as genera

v-cbreles "cc.-i?. es 
 dcria!e -- :,la 
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SECRETARIA DE FSTA0O FN Fl DESPACHO DE 

GODERNACIO,4 Y JUSTICIA 
II[PU#LICA DE HONOURAS. CENIRO AEIRICA 

ARTIJQJ 2o. Cu.ando los propietarios de parcelamicntos o lotifica
clones, hubiercn sido rcqueridos para la dotaci6n delos servicios a que se refiere el Artculo anterior yno hubicrcn dado czrlimiento a ello, lo hard el Con
cejo t-rcpolitano del Distrito Central o la Autori dad MImicipa! en su caso a cuenta y riesgo del propie
tario del parcelamiento o lotificaci6n, para cuyos efectos todos los pagqs de las personas que tengan ce
lebrado contratos para la adquisici6n de lotes, inclu
So Squellos en los que se ha)a iniciado denanda judici4, serln efectuados por dichas personas en la Ins
titucl6n Bancaria que el Concejo Metropolitano del Distrito Central o la Munmicipalidad designen, o en la Tesorerfa Distrital o Rniicipal si no hubiere Oficina -

Bancari*. 
Los Londos proverientes de los pagos efectuados en laforma establec.da en es:e artkaclo, ser'n -nanejados -en cuenta especial y s6lo podr-Sn ser utiliados para
la realizaL.,5n de las-obras y servicis requeridos y
calificados par la Autoridad Distrital o tzicipal.

ARTJL0 3o.- Los contratantes de lotes o parcelanjentos sujetos a
control por Io dispuesto en esta Ley, una vez que hu
bieren cancelado el pago del precio de adquisici6n, .podrln riequerir del propietario, previa exhibici6n 
del doctiento de pago 



respectivo, el otorgariento de-Ia escritura de tradici6n correspondiente.-En casa denegativa del propietario, el Concejo Mezropolitano -
del Distrito Central a la kMUcipa1idad impondrn ysplicarin r tas hasta por L. S0.00 por cada dla de retraso en el o:or areinto de la escriru-a p-ablica -respectiva, sin npejuicio de cue desputs de transc r-,do 
 10 dfs. vi .Ju::dz !'e:-as de la 4u-is Jcci&n-pJd a otO-:/"- C.e71-cn referen:ia en n.:-.Sre 

del Propiezario. 

- . . ..... _ . .:V.--* .*- i . 
BEST AVAiLARLU COpy 

http:establec.da
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IfPUN ICA fhC 140.7.-_J;,A LtL. I,) A mCRICA 

fr~:1.': 
K.~sy .cr.j:ijs je 13 lotifjz~acj6n o 

iz~F.1 -;'trndici~n le Sienes y MuWies serf4 
el prcnjetiri'n de !l pa-celamiunto o -

Los 
- LtC:5 d2 c -rizin1-iz y re tro p r - s t 

Casa 61 Selerz~onarX l ?".tni- .u- t. 

ARTIMCJ~ 4o.- !'-, el -,aso cue los _C. POfonno rrc'i e 

Ccncci a!X, ' MNJ loi~ano .iri Ejist7 io Cen-tr, a Ia
4~iira ila mnfaI ]o is-Tjeszoe ' en ~L, Artf

culo 2o. de este Dec-eto ecedier#.n del valcrr de
las obra-s o servicins 'rc ena, s por ]a autori~md, 
se devolvez.- al propieta-.jo dicho exce-dente, pre
via cormrobaci6n de las cuentas en la for-.a en -
que lo reglair_-en6 !a autoridad Distrjtal a kmdr. 
cipal.
 
Si dichos fcm--os fieren insiu-icienres para la eje 

cun& 1,-! obras reu dseSc roce-dC:r- a la
yenta do lz3 1mntles cisp~fibles y a la cmropia 
cift ft- de
hienL-s Ppicplt-ario. con 5uj-!c-i&n a lo 
que dis'one el GWdigo de R ed ,;rdentos en la pat
te correspcn-iiente al juicio ejecutiro; y lo quea 
dicpone la Ley de Txprnpiaci6n Frosa vigente..
En a..-.bcs car-os las acros y den.As doar-nentos que -
se produz:an en cad~a exr-liente iriciario ante la-
Autorjdad Dist-rja o !micipal tenz-gin el cargc
ter Cie Tftulo E,;fecUtivo. 

ARTflCUI So.- El praoieta-i0 de prel:,iento o lotificacj6n pa
dral hacer auc n~o se aplicuc lo disznuesto e-n esta
ley S-i cto-z- '-irantia dCst-i imorccaria
par el rmnto del prem=-~,ict de las c.~ras, r.1swtm 
151. do dicho '7rne-:r!sto Para gastos ]rpreva-stos. 
Coctd~i- k5 CbLS-7 cO-'robadjo el I.,i-n ftmcio

r:-.c-o {.>- *:rvicios s ! cancclah:' la -aan 

http:propieta-.jo
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SECh(IjAI'M UC i f<)O I N t- OFSDPACIO DE 

REPUBLICA LL 11.3U11,A% CENTrRO AMERICA 

.- 4

tfa prey-ia sulicitud dzl propietario.
 

ARTI=J 6o.-	 1:1 -prcScntcLDccrcto c% rard en vigencia desde el 

dia de su publicaci6n cn el Diario Oficial 'Ta 

Cace ta". 

Dado en la Ciudad d.L Tegucigalpa, Distrito Cen

tral, a los diez ci's deli mes de noviercre de m.i1 

zlovecientas setenta y nueve. 

-a:l 

EL SECRET;APIO 	 DE ESTADC) E\'-r DE JtJSTICIA 

EL SE-CPTA.RIO 	 DE ESAACTON DSPCI D RIORESYEAIN 

CUPIDAD PUBLTCA, POa-WY, 

EL. SECPRETAPIO 	DE ESTADO HN 1L PDEEPAC-O D fuacACICN,SIRLICA., 
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EL 5E:CPJ-,ETARo ETCT DEL CONS5.JOISUPERIOR DE PLANIFICACION ECONCZ4I CAL 

VIRGILIO CAZERES pIl-ZA 

EL DIRECTOR EJE=urrvo DEL INSTITUiro NACIO.KkL A(RARIO.l 

MAIO DAVID7S' So. 
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DECREE NUMBER 370
 

August, 1976
 

Article 3: An improvement tax is hereby created, to be paid by property
 
owners ind otrher recipients of the benefits of public works projects such as 

streets, potaole water systems, sewerage systems, electric lines, 
environmPntal improvenent projects and, in general, any other project 
completec for the improvement of a community within the Metropolitan Region. 
The Met omPnlitan Council of the Central Distric (MCCO) is hereby authorized to 
collect. payment in toe following cases: 

3) 4hen toe investment. and the implementation of a project was 
unOertaKen ny tne 1CCD. 

b) Nhen the project was financed by the MCCD.
 

c) When -inautonomous or semi-autonomous Institution cannot recuperate 
an investment mace for a project, that Institution may name the MCCC to act as 
its collection agent. 

d) Ohen the Central Government of Honduras undertakes a project and
 
explicitly authorizes the repayments to be made to the MCCD.
 



Paqr, ~ I 

A.LI E .P 
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RE 'RTA! C.nSPCO '2\n~m::1F 

son --T-.eguiaaDCa 9 

PR- med&4 :lie la prosente e'n u,;,) d.e la facultad de 
iri-cL-itiva e Lcy -Tie d-p-e este !-:iisterio hnago -

corzs-ar nrips=a i~ntE'ci, n r rrcronar a La!Ad i 
ialidad de S- eo~ . Leeal cjue 

le pe *a la rec rcr tics cor-tos Lflvertidos
~ ~ te~~~~~it;Zt : ~ . 2"- Ca' ,L'iid caro 

) drmaedscra~ -ctb!1 erAe de ~~snegas, 

agias liuvias v7Otzsz)~ a!. -cutfah 3 lecreto 
370" 6el Ccn-a.c "e in-11 =r.oc dl D..oCentral, 

Txo -uericr e.., -- c4 i k-eel rre"(cam. cue pcor va
.C~Q~J?~ Lterncinalpara 

ell. ril -tcriar"L a la -"--tiplidad cle San Pedro 
lcr~ Ls DA~--'.a 
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OL A 

CC :Archivo. 




