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B. Hecomm.'nJill inn!' 

ll:l~,'d "1"'1\ r,'Vl,'W ,H th,' pr()pI1~al "l't fl'rrh In thl~; p;lpL'r. it 
I:; n','llmnll'1l ,I I'll 11,,11 tIll' "llhjl'ct guaranty b,' .lI'I'rt1Vl't! .l~ fol1t"..Js: 

,\ml) \1(1 I I' t : :',1.1 Llll t \' : ---_._- _ .. ---- - ~ "-- --.-~, 

Tcrm: Thl' ,'OilS" 1 I (id:, 'J I nan w _1 i hl' fl'r a term of up to 3\.., 
y'c;ns wi til d ~',r.ll:L: pvr i"d ,)f the '~L'!,aym~nt of rrincip2l to be ne
gllt:ated witii tilL' illVl',-:;LI,r. 

_~ .. ~:,L'~':' .. ~_.L;!..~_::': Til v in t L' res t Li t c pay d b 1 e t () the L" S. inves tor 
shall not ,'x'l'.:d lLL' ;JllLlwdhlc raLe of interest prescribed by the 
A[O adminlstr;Ju,r pursuant to Seccion 223 (1) of the FAA, and shall 
lh' ('(l[lSi:-;tL'nt \.'i'-h r.ltl}:; III interest generally available for .:;irnilar 
tv i'L: 1,):Hl:i, 

;':::.'.J~1..J..':'!.L'" ',l~';~ .. ~Il.~.L': SER/H 1.1 ill provIde tlk ser-
V1CL'~; of:it1 ildvj:~l)r tIl ,l:,;si:,t" Lhe BVP and thl: slde:cteu MutuaLs in 
",;t:lbli:-;hll1,_ :'i'VI'ifll' ,'rlL,'rJ:J dll,! procedur .. :; for tllt: Home l;,l?rOVe
ml'llt.'; :;uh-i)r(lgril~n, Ttk ,\dvi.';(lr will he il":1iLlhlc initially f,'r four 
mOIlt-ls, :Illd will rc'tur!l f,H' ,1 I) l' ml 11ltli pL'rioLis in ~-;llbsl'quent p:ograrn 
Yl';ll'<-; tIl [,'V1,,\,: :~Uh-pL)gr:lm :.;t:ltu ;md to rl'comrilt'nd irr,proverne--lts. 

1. I'll assi:,t tIlt' COl' 1Il implc"l'IIC ingit!; lut i,1ildl urban p,licies 
PdrLlcul:lrlv !1\' :l,ldr~:~,;];!c', the slll'ltl'r ;11 III utility service ne",ds of 
1:1 rgl' llllmbl'r:; ,) I l,'IYlT i :lI',1lllL' llrl.ln ;";1::1 iIi I;;, 

'J T" J'[J],1!;-,tr.lt" tlii~ till :.;llc:ltL'r ilnd utIlit\' service ne 'is of 
th", ):,Q,'r (',\11 he.' fllvl wlelll1ldrKl:L ritL' f1I1'1nl'inf!., Lherebv encou-:lging 
grl!dter ilV:li lah; I it,: of 1,)('<11 b<l11;, rI.'S(lurcP'; In thl'~e areas aLd les
sl'ning depcnd('lll'L' ,'11 l'xtl'rn:IJ :lss,,;l,l1l('e. 

J. Tc 12,;1l-()\'l' llIL' ii,'l!,'!' and illfrasLructure delivery SYSL,3rns so 
that tIle'! arl' 11K!!"t' r,'.',pclIIS 1 Vl' to :.ill' nl'eds 0 f l"wl.'r income fa;"il ies. 

4. supped-l L'fj<'rt'; tIl rL'duce unemployment by increasing t!;2 pro
ductivity of thl~ c(ln"L'ucl illl1indu:.;try; ':J1ld 

5. t,'st LhL' vl.:Jbility of a program of home improvement 10cJrls for 
lower incom~ families, thereby demonstrating a new market for ~he 

savings and loan industry (Mutuales). 
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The proposL'd HG progra:n ·.Ii II providl' $2 5 mill ion to the 
Housin~ HallK oi Peru (!Wp) '",hich in a!:>socidtion ..... ith the Mini: :.:.ry 
of Housing ,llld Cunstructic'i1 ('IOHC), utility companies, Mutualc.3, 
a.nd others will !:lak,' financing available to 101-: income families 
for utili ty ~,e!"v icc:s dild I)as ic S h21 t '.~r, a;.welL.as to .i.rnprove 
t hi:.Tr.:-j;;: ~ ,:;th,;;;-;;;:'-:- -1h(": 'I)r Ggr'a-;;~;i' 1'1 be c oun t ry- wi de, a'nd a', 
)c,~t'-6(tt'or the i'und:; ·..;ill bl' used tu finance projects otltsi(e 
o[ Lil:13. :\r"eb to L,' pruvided with services under suL-prcgrar I 
~hedl :l' l'll,ul"" ,i"vcncc. which are definitionally low income ,r-eas. 
Incomec, 01 : ,iEi: i,:c. to be' c,l'rved under sub-program!:> 1'] and II". 
shall be bLluI·' Lh." r;;cdian income oi the locality. ~It:(han inc i:nes 
have been dc.llrllin .. d [or seven major Peruvian cities and ava~lable 
region:ll and d,par::'mcntal data \.Ji1.1 be' analyzed to estimate m .. dian 
in, 001>.:'; ~.n o::h ... l' ~ucal.iti,'s \,hel'l.' pr'Jjc:clS \.Jill be carried ou'. 
OpCrclLiul1!:> ,1t-:,rCL'rTlL.'rlts Gct'.il:cn the BVP and lJdrticipating agen,; es 
dctail.i.ne; Sp('(~Uic rc::,ponsibilities ar.,' in preparation and sh'.ll be 
finalized pri()r to disbursement o[ funds for tl1L' particular s,:b-programs. 

'I. Apl'l"11Xim,itl'1:,- :?lJ,OCt),JOi-'Of prOgr:lm funds an: to be",3ed 
to fund w<l~er, !3l'WCr and e]octric:al service projects In "Pueb::,Js 
Jovcn~s" 3..1. This slIb-program will Je iroph'aent-
eel by thL' 'v:atL'r :m:.i SC1,o,'('r ;).i.visit'n l", L:e MOHC, the wC\ter com~',mie 
of Lima and Arequipa, ,mel Eh'ctroPeru and the associdl0d clec clC 
compmHc's. It i" ,;nticipatl'd that :"lJil.,:' 27,000 familie" will Je 
provitkd with L)n,~ or m;)rl' df the sl~rviL·':S. 

2. Approxim.·ltely $8,7')1),00() is to I,,, lScci to fund a basic .:;helter 
sub-program. The maj()r port ion of t lie,.; l' funJs wi II be for prl -marketed 
.:UJL''"'~ll1d !ocrvjcc..2-1ot~, c(Jnto.~ning,~ Ul:JllY Cl,)r~. In many 0: the 
cOd,,:La l arl'dS III Peru prevalllng CllT:1;:tlC ('()nth t Ions Llrc such :hat 
f.lmilie~; CJn livL' in minimal straw lllat abodes whi('h aTe subsecuently 
augmented as th~ occup:mts ~:an afiord i:iprllvements. However, these 
Llmil.ies nL'('d help in ()DUlini<lg LlIid <lnd urbcm servicl':>. Par'e of 
the funds allocated in this sub-progra~ will be utilized to C0~struct 
nuclear housing consisting of a bathroom, kitchen, anc: one ro •. ~; or a 
bathroom, kitchen and two rOOJlS, in "re<1S where mo:-e sLlbstantll shelter 
is requirvd and rossible. In 0.11 cases land required [or con. truction 
will be don3ted hy the GOP o~ othels (i.e. cooperative associ~~ions). 
Some 2,500 loans are expected (0 be made under this suo-progrLl.:n. 

3. Approximately $1,250,000 will bp used to fund l.ome imp:()vement 
loans for res idents of "Pueblos Jovenes" and similar areas. ',.~,ile 

this ty?e o[ loan is not presently available to lower income ~dmilies, 

the Peruvian savings and loan system (which will have major eY2cution 
responsibilities) has considerable parallel experienCE. in ser-.'ing its 
middle income clientele. Six to eight local institutions in ~elected 

17 Program figures include amount hdd for reserves. 
11 Legalized squatter settlements found on the outskirts of a~l larger 

Peruvian towns and cities. 
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citl,''> wll1 c:1rr\, (lut the program. Sinn' till' program is somewhat 
l'xperimental in 11;llurt', a technical advisor will bo ass~ed ::0 
till' 1)\'1' ilnJ thc ':;lltlldll'~ for a four month peri"d to assf't in l~S-

Llblishing j,r"i,rdr:l standards, guidelines and documents. The tech-
nician will rltllrn :llr (lne-month periods in subsequent prog:-am 
':iCdr:-. III fL'vicw i'rl),'rL'S-; :m0 advise' the participating agencie.":>. 
Sl'::lL' 4nc L,.iIl>' .n-(: l';':P~'L·tC·J to be madl unJer this sub-program. 

ilased (lll prl'-..-j(llIS experience with GOP shelter related age::cies, 
it is fvlt rio.lt suffiCIent technical and managerial capacity c:xists 
III carry (lill till: prujl.'l't correctively and in accordance with p:copos
ell s, tll'Jull'~;. ThL: gVp especially, has had a long-standIng involve
ment in He ;'!',ljects and is fully familiar with AID procedures and 
rl'quJr,'mt'nt,;. rhc prograr., will directly bL'nefit ov<'1' 30,000 of 
tilt' Pl)()fL'st UrhilI1 Llmi] ies and will demonstrate improved meth,Jds 
l,f ,';]rrving (ltIt urb:m programs in Peru. 

n. C;ummMY rind i ngs 

0:1 the b.:lsis of similar programs presently being C'arried out with 
AID :lssist.:lI1ce, t;,e Mission is confident that the participati"g GOP 
agcnr:ics llilV(' ,;111 ficient technical and managerial expertise t,l suc
rl'ssfully t'XCcutL the Program in :m effect ive and efficient m"nner. 
All l)f tIle l:OP ::q;encies have previously cilrried out p1'ograms_imed at 
sl'rving thl' t:lrgi.'t population. The Mutual system now has five branch 
nffi,'cs loc:Ht'd iil "Pueblos Jovenes" 

She] tl'r SL'('LCI[ goals enunciated by the GOP are in full ac.:~ord 

\<'lth tlWSl' ,,[ AfO. The demand for shelter and 'inirastructura: ser
v ICL'S is cv i cil'ncc'd by analyses of effective demand, response ::0 the 
Ur:"m Rec,.lnc-.t:runio;) Loan (527-L-055), ;Jnd by the number of p:-ojects 
I"hic!; havL' :l]n'adv heL'n identified by GOP agencll"'. Although the 
Urhan T\ec"l1c;truclic1 n LO:ll1 was concessional in nature, all indications 
;Ir,' that simiLlr project'" !!I:1y be carried out with Housing C;ua:-anty 
fund ing. 

\oIhile the hllnJe improvement sub-program is experimental in nature, 
the }1ission believes that prior experience with similar programs 
together witll technical assistance to be provided under this Program, 
should assure its successful implementation. 

E. ~roject Issues 

Fr.llowing are the major points raised at the time of the DAEC re
view of the PRP: 
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I. l~',~ . .rJi,·.t\:r-,l_tll) __ ;,I!:.d_.i'_rllj,·ct SL'l~~)Y:2 __ (:..r~L~,YL~_a: Tile PRP ~·tat!:'d 
that thl' m<lximllm incnmL' llf project n'cipients ... ·llulJ lwt exceec the 
media:"! incor.;(' f,'r ttll' lIrh:m areas of Pl'ru. TIlt' present paper speci
fil's th.:H Lh .. · ;~1;iXi;nuIn income dccc;ptablc under sub-programs L and II 
,11.111 .Jut,)( l'c'd thL' 1'1,~dian incor,c for [hl~ particular locali:..y wit:hin 
',.hich Llh' prC'J"CL is tu be' built. 

ThL' ';l'nS(' uf the DAEC meetlng was that projectE should be 
sl'le,teo wllich will [,(~.lcl1 L'le lowest possible income groups e:igible 
f'll- "dcll ,;tlh-program. rnfrastructure projects will service "]'ueblos 
.Invencs" 1.:l1icl1 .lLl' by definition amongst the poorest areas. ::ince 
this Stlh-pr<)~Llm Sl'rvE'S the lowest income groups, the GOP dild 
LISAID !J;lVl' incrv,lsed the amount allocated for infrastructure f::om 40% 
to 60 i.' (If tOldl program funds. Shelter sub-programs have been .3impli
f i ed and tlll' 1lI0S L expensive option e1 imina ted in order to servQ the 
l"wL's', p(lssihl,' income level. The Home Ilf,Jrovl'ment program w:::.l also 
11(' lltilizl'd in "PtI,'hIos .1nvenes" and similar areas. More specific 
,'riU'ria fur ~;hL'ltl'r project selection arc included in Part Ii.I. A., 
.lnJ Clddiriona1 criteria as to eligibility and acceptability 01' home 
improvements are set forth in the same section, and will be further 
defined prior to program implementation. 

2. Selection of Implementing Agency: The Government of Peru has 
indicated that the Peruvian Housing Bank will bp the borrower for 
all external loans in the Shelter Sector. In our opinion, the BVP 
is the GOP agency which is best equipped to carry (lut these ty?es of 
programs, The Bvr is also a logical choice sinre it has had 2 long 
Ilisto;y of working with A.I.D. and with the HG program in particular. 
The p·\TP has previously financed 85,000 loans for lower income "Pueblos 
Jovenes" rt'sidents both with external resources and on its OWl', account. 

J. Other Donors: Part IV. E .describes the 8l:tivities of oth~",:- donors 
and explores the relat ionshirs to the proposed HG progr3m. In :nief, 
tit", \~orld Bank loan is both for infrastructure and shel ter in h:)ecific 
areas of Lima 3nd Arequipa, as well as for non-related activities, 

(Inoustrial p,lrks, healtll service centers, roads). The Inter i~llerican 
Development B3nk loan is presently being carried out and is i~ large 
'.;art for basic infrastructure, which will not generally be built under 
the HG program. The proposed West German loan will be entirely used 
to in'~rease the water supply available to Lima. Given the natare of 
those loans and their timing, the de1l8nds placed on GOP agenci8s in 
carrying them out should not conflict with those of the proposed HG 
loan. 

4. Land Tenure and Cost: In Sub-Programs I and III, a "Pue~lo 
Joven" resident will have received a "Certificate of Possession" for 
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his lot at the time the "Pueblo Joven" was officially recognizp.d 
and the remodelization process was accomplished. Infrastructural 
services or home improvement loans will not be provided until this 
process is completed. Annex H shows how the land titling p-rocess 
works. In Suh-Program II - Minimum Shelter, inflatio!l of lan(~ 
costs is r.ot a concern since land for all such projects is to be 
donated. 'Dle homeowner will receive clear title when the mortgage 
documents are signed. 

5. Demand and t-!arketability: The effective demand for the uti-
litv services and basic shelter to be provid~d is discussed n 
,iL,tail at Part III.C. I:1frastructure systems continuE. to he 'Lhe 
highest priority need as perceived by residents of 'Pueblos J lvenes" 
ilnd similar i1reas lacking such facilities. It is wide'ly undt':'stood 
and substantiated by cost analyses (See Shelter Sector Ana]ys s) 
that amortized loan payments for such systems ar!' in most cas·s less 
t!1;ln the monthly cos t of fuel and water del i ven'd by t ruck or cnrt. 
~Iorl:over, the effective demand is far greater thaII all ,Jv"ililhlt· 
resources. In ::my case, an insc.ription uf familil's in the St',ec'll'd 
"Puehlos Jovenes" will take place during tIll' pruivct ;,lannlnf' phnse, 
Mnrketability of ~;helter projects will Lt' ilssllred ~;ifi"e the \. its ttl 
be built will in effect be premnr~etecl prinr to consl rllct i,ll1. 1] ') ill
fracture projects (128,000 conn'_,ctions) ;ll1d IlJ c.il,'ltl':· pr"j"t ,,17,:)()() 
uniu) have alre.:Jdy been identified hy th,-' part Icipat :n'~ ;Igt'n, i,"'. Till' 

Home !:mprovement program is experimental in niltllrl'. f (,Wl'Vt'T, di';c\I"' 
ssions with GOP and officials of ~.he ~':lltll,ll('s in,li.-,jt( the l'X stl'nc(' 
of a demand for this type of prog;'am. FlIrthl'rm,)r,', rl" milrkt,t hi]lt .. , 
risk is encountered, since potl'nti<.d henefleidri," rr,u:,t indh .. tl' thl'Ir 
interest by applying in the f:i rst pLl(·e. 

h. Financial Plan: Points whir:h Wl'r, m,ld,' ,tt till' !.r'd·:C cll'" lllg .tn' 
discllssed in the project paper. ,";htl" 1·111,11 l1l,i~'·)t I it ,(Jlh .11 ~,: tl; 
in progress between the BVP and p:lrticip:lt ing Pertlvi:!;; ;lg('lIci,;, and 
institutions, there is every reason to h. 1 i"Vl' th,lt ri,t, intl':'l" t Tiltl' 
structure and the fees to be provided wi 11 !)l' ;Jell'C}llat" to !'I1C'tlrl~.1' 

parti'2ipation Gf the various agencies and institution',. 1!1 n, st 
inst.:Jnces, the agencies will he finaneial]v :J:;sist('d ,n C;jrrv.n~ (Illt 
their ongoing responsibilities to provide serVice!; ;J[1t./or hl)U Ing. 
In the case of the Home Improvements program, ('t\stc. oj the Mu \I;I]t'S 
will be adequately covered by fee!> and there will Ill' tIll' :Ittr .C't inn nf 
possible expansion of opl'rations (and savings) in thl' "l'u('bllJ .I()Vl'nl~s". 
The Mutuales especially need to r2ach out to the· ?oor ;;() as t pnh<lnc(' 
their role in carrying out GOP shelter sector policv. 

The requirement that at least 60% of the funds are to t' utilized 
outside of Lima is directly supportive of GOP National HOlJsinc~ Policy. 

http:carrv.ng
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"" N('('d)j' in otltl'r ntll'R ar' as great as thns(' il till' c;,pital 
nut lyin~ lIrl':lS of Peru tend to rE'ceive less titan thei fai sh.1rC' 
Requiring use of a major portion of the funds aWrlY from Limrl wi 
also help to improve the abilities of he participating agencies 
to deliver inB astructure and shelter on a country-wide basis. 
Finally, by makit,g secondary and terciary ~rban centers more attrac
tive, it is ooped that s ome portion of the population which might 
have migrated to Lima will be encouraged to settle elsewhere. 

The financi al plan includes a reserve for inflation, and cost 
est imates have also given some considt'ration to this factor. Although 
in flation can be an important factor, the GOP has mandated a series 
of a·:ros s the board salary increases (fo:- example a $19/month increase 
w s declared in January) which are most beneficial to those at the 

tower range of the economic spectrum. Of C " urse, during the repayment 
pe ri od inflation will work for the mortgagor since he will be paying 
o f hi s l oan with cheaper soles. A change in exchange rates will not 
,\ f ·· l prog ram beneficiaries since the GOP is abaorbing that risk 
dlr l, t'll ' . Sin ce r '.Jdj us tment of mort~ages, other financial i nstruments, 
and <;;win S <l count (to compensate for inflation) i.s not prac ticed 
I n til > (J unt rv , the GOP has determir.ed that this kind of syst~m will 
IH L b.! us ed in :1 1 • income progr.am. 

A c<l5 h fl w analysis fo r the life of the program is provided 
n P,. rL 1 ., B., th . Financial Plan. 

7. 1~5 t1t 1l i ona J. Capabili ties: Part IV.A. (Participating Agencies) 
liv:; n b s h ro i s of th various i nstitutions and comments on their 

n bri. f, with the exception of the mutual system, and 
H w r ompani. s of Lima an Arequipa, (ESAL and ESAR), 

Llw i ns titutions have previously participated in the A. I.D. Urban 
L an Pr ogr am, and t he BVP, MOHC and most Mutual es have 
' xpe ri nc i n prior HG programs. The BVP has a greed to 
t ~ni al s ta ff in order to carry out this program. 

o Hutual s pa rticipating in the Home Improvements Sub-
l'ro .Tdm Jr l! ] i ke J • t o b new to A.I.D. Their qualifications will be 
r 0Sl v rons"d r d b for they are accepted as program participants. 

d capaci ties of th e patticipating agencies to carry out 
s h> lt r an d r lated pr ograms throughout the country is an expected be
n fit of th projec t. USAID will conduct frequent site inspections 
and hold r gular meetings with Peruvian counterparts to recommend tech
nical and manage rial improvements. The systems tend to be weakest when 
they are performing at distances from the capital. The agencies will 
greatly increase their experience in working outside of Lima as a result 
of the program. At the time of each semi annual program evaluation 
special attention will be given to the capabilities of the institutions 
in carrying out the program. 
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A number of Mutuales have had priQr experience in working in 
"i'u~blus Juv.~nt:'s"; hLlVlt:!ver, this experience is limited tu infrastruc
t\l,(' programs. The more progressive l'iutuales recognize the n:.t ions 
Il\'pJ ttl .lssisl "Pu,·hlo,s Jovenes" l'esidents and see their futu:-e as 
t>"ln~ eI');,l'i\" ,it·d l,) thl·ir ability t,) relent: tn n:ltional hou,-;ing 
I',,ji,'v. ~lulllill "\,L'Lltinlls in "Pueblos .Tovenes" will cot greaLly 
,Ifl""l ,'rl',:il "",lpL'riltivl'S already in the area, since these il',stitu
[I,'I.S ,Ire rlll( "IH'L'Llli:ol'L1 if' housing and related programs, a~'-l do 
III lit' btl" ill":'" in these fields. 

8. T'""l~~J~',l I Ass j stance: A technical advisor will be prov~ded to work 
in the' Hom!' fr:l,,[(lVement Sub-Program wIth the BVP and the inst~.tutions 
,'II(lsen, t" ass 1st in preparing program standards, operating m .. :thodolo
giL;;" l'rilL'rja, and loan document3. This has been discussed '"ith the 
Ii\,!', WhlCll hi];; l':.;prl'ssed its cnthusia"tic interest in such as.:iistance. 

9 .. C0.!1~s~~~i~n.: Pint TIL ,A., discusses the role of the ::onstruction 
in,lust:-\'. A large portion of the construction industry oper~tes nation" 
wJde ,J[lll i l shnlJId therefore not ':lC particularly difficult to obtain 
Clllltr;1ctllrs 1',J[ the sub-projects in all cities. If contracto,-s are un
wliling to work in .:1 particular city, direct construction by GDP agencies 
\.;i II be' cOllsiden·d. This technique may also be utilized insitua-
l lL"Il where it can he demonstrated that a substantial cost savj,ngs will 
fl'sult. 

All hili lding matl'rials are produced locally and with L:e excep
tion of sophisticated electrical ~quipment, no import~tion is antici
pated. The supply of skilled and unskilled labor is adequate. 

All projects to be carried out 
bid using the system required by law. 
practices are discussed more fully 1n 

by contract shall be pu~licly 
Peruvian bidding ~rocecures and 

Part III. A. 

lO.Self-Help Labor: Self-help labor may be uLilized in s}ecific 
Sub-Program II shelter projects as a cost saving technique where the 
self-help ~ffort can be properly organized and administered. Self-help 
contructioll will be used in many instances in the Home Improv~ment pro
gram, provided the home owner is competent to do the work (with super
vision by tile local implementing institution). 

11. Project Administration: TIle responsibilities of the va~ious in3-
titutions are delineated in detail in IV. A. of this paper and an evaJ
uation plan is included at Part IV.C. 

12. Role of \~omen: Women will both benefit from the progra!:! and play 
an active role in it. Part IlL. C. 4. discusses the role of women. 
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13. Environmental 1m~ and 

14. ~rbar~Dl'\,c1 opmen!::.-: The program will be environmental:~y bene
ficial in that it will serve to correct conditions which presently 
have a negative environmental impact. 

Projects will be b.Jilt only in al'eas 
for urban expansion by GOP Planning Agencies. 
are fully d iscl,ssed in Part IILA. 

certified as suitable 
Both of these topics 

15, Social lmpiict: The program will have a positive soci3l im
P3Ct ("In the lives of participant low income families. Others will 
receive future benefits resulting from roll-over of the funds and an
ticipated spread effect of the prograo. See Part III. C. 3.,4. below. 

I h. ~lg i c;ll Fr<lmework: The Logi cal Framework, included a:; Annex 
C .• 113S been s impli fled to provide a clearer program statemenc. Where 
possible, more specific verifiable indicators have been incorporated 
in the Log Frame. 
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Fart II - i'n"ljcct Backgrmmd and DeSCi-il(cion 

A. Backljround Clml Ovcrvic,v 

~)c;:-u "lon'j ',: i th r.\3.1'.y we' s, has experienced staggering increases 
in its tutu:" populution cl11d the proportion of its people livin(J in 
urbOJ, ClrC::LlS. III l'j·10 t:1e populaticn of t.he country was 6.2 mi::'lion 
people of v;:,ich o~ll'/ Sl,~5, 000 (15%) liv(:d in the ten cities wit;, 
20,OOJ or more illhcJJita:1t.s. Today's population approximates L;.8 
million Vlitll non: tklll 7."1 million (4%) living i:1 larger citL:s. 
If thc 1~7:: census defi.:iition of an urban area as a pluce of or:.e 
llw1dred or 1'10re house", is used, three out of every five Peruviu.I1S 
li\'c ~n cities, towns and villages. The urban growth rate (5.l% 
p. ,].) continues to be much higher thc"'..n the 3 .1% rate of growth for 
the c01.1ntr'l ilS il whole. By 1980, .~ 7 cities are expected to have a 
popuL1tion of 20,000 or m0re inhabitants. 

L~r.1a continues to groVl rapidly in absolute t<;!IlTlS, however, 
many of the larger cities and coast.al towns are experiencing- greater 
(jrmvt!l rates th::m the capital city. For example between 1961 =illd 
l':.J7::, Lima's population increased by 86%, while ehirnbote incred.sed 
bv l75\, TD1jil~~ ~v l35t an~ Chjrlayo by Slat. In 1940 Lima's 
population \Vas only 645,000; today it is four T'(1;.llion and is 
likcl.l to exceed Sl r,lillion by the year 2,000. 

t-lost of thi,j urbilr. sro',vth is due to in-migration as rural '.ind 
5J:\,111 town popUlations are dravm by the magnet of the citi.=s. The 
l.ity offcl.':3 Lhc. Jll.OIUc;C of a bette.: "'ay of life to the rural puor 
,1Ild ,1' cOlTU1\wlil'ation," a:1d transportLltioll improve moreand more 
"L:c'iI:'Pl'~inos" determine to trythei:::: luck. l'lmong the attr"lctio;.s are 
urban 'NJ.ge possibilities, better communit.y services and the sheer 
dynamic qualities of the urban scer.e. 1':.e movement to the ci t ... cs 
will cor,tinue in Pcru and elsewhere as long as people have a r:..ght 
to move as they 'di::.l. 

This tL'Ci:1enc:ous i!1fl1L,,{ of people to the cities has made it 
impossible for the nation to keep up with their needs. Crucia':' 
areas are employment 3.l1d slwlter. The rural migrant is at a d:cs
advantege in t.he job ma1:ket, often working at transient jobs 0:::- on 
a part-time basis. Unemployment and underemployment ar8 high. The 
migrant exchanges his life of rural subsistence f\.'r 'Chat Of urban 
povert~. Often the newcomers have friends or family who have pre
ceeded them and help them learn city ways. Thei::= first resider.ce 
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1":1.):" be v,it}, .) !.-cLtivc in ::! "t'..!gur':'o" (inner city slurn) in Lime.. or 
thc larCJer citics. Then thc migrant family, having grovnmore 
coni ident in its urban el1VirOnlTlCnt f looks to tile squattCl:: oppr'='ach 
.:::tS .J :"1ct:lod of cst.1blisi1inS a pennancnt hor,\e on land wiilch som,- day, 
they c an ~10: >t.-== to 1 .. J','(:1. 

S.TUattc:· ~~\'!:'l,C"L::'CS C.lllC;j "['.~cblos Jovcnes" ring every m:::.jor 
city in L'ec":'.Y ' .. ;Li2-c LJl-u:.:ise ficy.lrcS arc llilavailable, it is 
est:i.mi:lteQ t"Ll: j:, Lird 'ilone some 1.2 million people live in 
"Pueblos JOVL:,LS", ci:1Ll OlS much as ;5~t of the pop-ulation of suc;: 
coast31 cities ,is c~,~,J::,ote, 'rrujillo, C!l.iclayo ond Piura dwell in 
squatter co:::r::c.;;',i ~.:.·~s. 

L3:,.': :,:::,,)c,:;(; ~)l~1.-uvi2!. cities is often in the public domain~ 
bc~i!,'] ::-.:,r,]i:: :: i·~ ",ture:. Occupation of s\.lch :;"and occt:rs beca'..sc of 
Ll,l' ' .. :';l, lU~' l.". ':" c;!!i:! .!.(t tlK pressure s ~~e:sultin(] !r-OIT, the in.bility 
cf l!l.t lac ,,1 >JU:oil~'7 ::.cl.:.-};c":':. tc ~~er 'C 1m'; incolTle people. The" ·.leblu 
Jovor," '1oI'm",} 1' ... ,:tarts as w, orga;,ized invasion, oft£:n by a gr'''.lp 
that o.::iSi::.:..ll::' C,lr::C froo t.hc SaYle n.lX31 area. GoV2rnF\ent pol..':::y is 
to look be:nevol·,':,tJ.y ~':~)():j SL.:C;' tce~~.-overs of ot:.cr-\·lise unusab:",~ 
lLll1d Llnd to as:.;i:"t t:l .. :: !:c:slGCnts i:~ dcvelopinc:; their area. 

r~hc 'lsist'~!.I.j :<~ic;ion:1~~ cic hF>OYO a la !'-10b] lizC!ci6:--. social'! (S .. ~\WJ10S) 

helps to orCjLLli;:L t:~c l,'c"j,ctcnts 0 tJ,c "Pu(:blos Jovelle::;" and a:jsists 
to relocatc tl ' (: ~,e()plc ,~lsc\,herc i:' the origi!",al site is unacc:_i?tablc. 
S1::1\1':,)S t ",.ajor rL:::;~)()::.::;ijility is to \'Ior,; vlith "Pth::blCJS Jovenes' 
residents to c;"'.1ick futu:.:c development by :J. "rL:~modeling" proces::: of 
laying out "t:::ec~s Jn~ 3ssi]ning lets to residents to achicve ,n 
acceptable '.l:::})c:-, ~n::.tcr:". This plUJUliny proc 2;';'0 is reCi.1ired i: order 
to :ceccivc J cLY'tificatc.: of possession of loUIe \'1i thin the "Pue:i: los 
Jovenes". ;':;:..:.::c:.:l·,2: OY' not :::-er:lodelL~atioJi LL-:CS place: i;'o£:diate::'y, 
maLY ~c1:ililies st::rt to add to their origp,:,l "estera" (straw mc:..ts) 
dwelllngs. 

'l';w : r-o':::' .':'L':, of ',·,':J.:,C_·, sC'.·:er and elr::ctricity systc:ns is bi..sic to 
the: \·iLL'c.-;)t:'lT:,': 0':: t:i',: po~)ul.ltioll. The tas':. of providinq thcm, :10W
cve1.", i" .:.:;: ')1."::;0'.1:'; • ',ccoY'ding to ::1 1972 SINN-lOS study only 25% .)f 
"Pueb18 JO\'..;[," households have dirLct water scrvice, only 20% Lave 
sanitar-.: ::-e:.::-viccs and 0:11,:, 35 r

" receive electricity. Tr,C! major:'..ty 
of tj-le :10c.;::-e::101ds ::,.ust :.:;till buy their water by the can, and u~:..:; 

ci::.ndles al,d }~croscne fo::.: lighting and (;ooking. These methods are 
more cost:ly than regulax:izcd municipal services . 

. !/ Sec S:1elter Sector Analysis, Oct. 1975 Part: III 1:' for additional 
in::onnation on "Pueblos Jovenes", including the level of services 
available to 'them. 
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Tlh' :~~·lLlll'L· ~·~'\..·:\..)L· Andlysis prL:!JClrtd .lll l\lill-1CJ7~), l'stimatcli 
tll.lt 3:;'(J, ()llu Ul"b,l~; ;',"lnilics need and Ciln [lay fOl" elcctr-icity huok 
ups; 013,000 ::cul1ilics r'('cd and can afford se\vcr sel:vice and 23<:,,000 
wab'r scrvic,-'s. 2::--1 acic.ition to th . .:se b,:;sic services there is c..n 
estimated deT:laJ'"i for at least 204,000 housing units of all typr...:s. 

In t!~l' ',!-':":ji.: :1 ' L'L,:: Inca" and in t~lL; reccrt n3tio:,dl Devc;'~
n1ent 1'1<:111 1)7:"/7., L:c: COl' clearly states that upgradiLg squat~r 
scttlL:ments i.5 d :TL.J.jOl: pulicy objective. The latter pla:1 indi"ates 
that "Priority \-Jlll be '-]iven to the: constnlction of urban infr.
stl."Uc-.:urc, particulal:"'1 provision o:=: water e.nd sewage to th:! 
populutcc.i cl'ntecs, to t.:'ll, "Pueblos Joven8s" and to the: clties 
idclltii ied o.:~ " CO;;l[X:I1Satory centers" and "support centers" in'.he 
lXllicy of "tLrrLJ"otiLil conditioning". This policy recognizes i,hat 
sqlutter scttlcmc:lts in large and small r::i ties are permanent L. 
nature anc1 that it is of prime importance to better conditions with
in them. 

i','itilL till C;U" Jus n;ccntlJ uesi<Jl.lated housing and ur'1an in~:ra
:otl-ucLl!~(; as ,1 priority ,~ect.or, th,", main sources of fu.'1ding co:,tinue 
to J)C external or private in l1o.ture. A water and sewer progra.;;-: is 
presently beln'] curriC:Q out usinq concessbnal IDB funds and dhe:r 
progrc'Ins are contcnpl J.ted; LoY/ever, the need for services far \~xceeds 
all c1'.'Llllablc finc\l1cing. 

'l'lH" lIG LrJLtn \vill h<.;lp to bridge the qap wlule demuLstratin': that 
t.he nr:eds of lower inco:Tll' people mjY be met with financing at !.'.arket 
rate levels. The proCJram calls for He installation of infras-:.ructure 
in squatter settlements in both the large and smaller LLrban ar<-.as 
throughout the country. Sites and services projects 011 vacant or 
ncwly occupied land arc to be fun'icd as a separatc ::nb-program. These 
projects \·:ill ma}~e land, utilities and a minimum shelter avaiLnle to 
lower income: far.,ilies. The third ::.Llb-program is for home impruvement 
l0a11s. 

USc'\ID/Limi[ J,~; presently engageci in .3ir.Lilar provision of se .. vice 
prujects and III :.;elf-help housing efforts, in al"l,as of the cou;'.~ry 

that \'Icre ,,[fected by a major carti1quake in 1970 and by floods in 
197~. The l;:-;pcri~nce, in the main, has been good and the prog:-am is 
now fully in thl: construct';.on phase. That loan is conccssional in 
na ture i nonetheless, C03t stUdies undertaken by the Peruvian M~;1is try 
of Housing and Construction (MOHC)! the Housing Bank of Penl (LVP) 
and US AID demonstrate that this type of program can be carried out 
with noa-concessional fllnding. 
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The new dG program was developed mutually by the PenlVian (_overn
r;c:nt ar]cncics -=ll~d USi\ID. First discussions took place shortly a£tcr 
l"cccipt of .J Sr-:1\,Iii ;\irgr.J.l:', indicating that Ilousin<] Guaranty fur.ding 
\'.::is to be m.Juc :w..liLilile to sUPIXlrt projects targeted to lower in-
CO::1L: CJl"OUl"-'. 1]1 ;,pril 1')75 a team of consultcmts from the FOUl-.dation 

1£01' CO'J;'A:rij'~in: l:ousillej conducted cl. :-hclter Scctor A.nalysis a'I'~ upon 
it:..; completio:1, cl i.)roject l\eview P::;pcr vias prepared and appr,'JVl:d by 
the Dl\EC in OC:"ober 1')7::>. Peruvian Go\·ernncnta.l agencies have ~en 
\·.'orJ..:ing closl'ly with th'.; Mission to refine the progra.TI'. since Ncvember 
1975. Efforts h.Jve been made to fully consider the comments L,iseo 
in tj'<': DA.EC m<.:ctin<]. 

Tilc devl'lupmu1t proble!,\ to be adclres ,l:U by this !lousing CU",ranty 
i'::Uql"clIl< i:..; :lc1l"Llly rcst.1'ictc(i to Peru. H.apid urbanization is a \oJorld
I'fidl' phcnoml::\. 'l'ili.o lrL'1ov.Jtivc pro<]ram vlill help to demonstrate 
creative 1·;.JY5 of usin<] a unique f1.l:1ding resource to meet the needs 
of tl'.<-: Im'1L:r income population. The lessons learned in Peru s}-,ould 
thc'1'efore, hove applicability throughout the developing world. 

B. Detailed Descriptionl / 

The p1'O':JClIii consist:..; of three sub-progl:a.'1lS: I - Provision of 
UrJJan Imro.st:cucturc:, II - Provision of i:inimum Shelter, and III -
lIOGe' Impro\'emcnt Loans. 

'.rhe in.irClstl.Llcture sub-program is s.wnilar in concept to prcJjects 
being carried out unde:c the Urban Reconstruction Loan in the a:C'eas 
i)ffected by J ,;1cljor c;i1rthquuke and by floods. 1I00oJevcr, this p~',~

vious financi!1(] for in.irast:ructure util~zed concessional fundi::,] and 
the pl~oCJram IvLlS qcograpl1ically restricted. The GOP intends to ~)rovide 
infrastrl.lctl.ll"l: in ::1Clny of the cities and tOI'lJ1S which presently are, :>r 
arc cxpccteJ to be, region,Jl i)nd/or admi!1i~t.rativc centers or ::;.::;b

center!:i. II listin<j of the· c cities is included in Annex G in t.he 
Appendix. 

Minimtun shelter projects; which will be the major part of :...L.lb
p1'o']ram II, hLlVC: also been carried out before in Peru, most no~:ably 
after the 1970 earthqua}~e by the Inter American Development Bar.:.. 
Such programs have met \vi th mixed success, mainly because a specific 
need for urbanized sites has rarely been established prior to c:ms
tl.Llction. This danger will be minimized in the Housing CUaran-.:y 
ProgrL1Ji1 through a system which provides for pre-formed g'.:"oups of 

11 Lo9ical Framework is attached as Annex C 
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h~'I" t"i.,:.i.II'j,,:; ,11'1'1':'111'1 ill)" :;[X'cific proj~'ct hJ.tIl!;. JII ,1I:l',,:; OJ 1111' 

COUll tTy v.'llLTL cUl'utl: i~ too vigorous for r:inim.l1 shelter, otlll.: 
b.lr,ic :..;helter housil,,:; options will be considered. Sell-help el'forts 
\,:hich !lave prOVe!1 successful in the Urban Reconstruction Loan CJ27-
L-05S) may also b0 used. 

::;',i.b-l'ro'jl."Ll.:'l III - Home ImproveDc!1t Loans, is a reliltively Lew 
concept in Peru :.;illCl: p.::>ar families arc rarely able to obtain t:ti.s 
ki!1u of fin:ll'lcin.;. BeCLlUSl! the progrilln is experimental in natt,~e 
unly :,!L of the ,wLlilable funds are allocated to it. Most home 
ir.Ipro\'emCl;t loan~ ',,:ill be channelled through the Mutuales. 

illl' l'ru~'·dl!! ;"'1I.il, S0CV._' PUc'OlO", jlY\;'l'i1C" (su~-progra;;] I) an": families 
whosl' income'S .Hl.' GelOl~ the racdian incomc in their particular city or 
to"''1l (suG-J!J'ogr.J:l!~, 11 and Ill). Data to e::;tablish median incorr,e does 
nul l':..:i::;c lUI: 51:,.11It'r cities and towns. The 1972 census, howe\:cr, 
"l'llt.lin~; sull kil'ilt iilfuIT.lation to p~Ojl'ct 1970 incon.r:; for the seven 
I,lrf'l'r ciLL's, ,II" .' \ d,'partmcnls, dlid tDr the five r<'gions of Peru. 
I I-i,'r tll COl1n1','Tle,_'r:l'nt of acl Lvities HI '~-,vsl' localities \--There "pecific 
lli,U1lIl' uald Ue)l':; 11l:l ,'xist, 1111~;jicirl il1 r_'J1I'l'J/I-.'ill b,.' dctcDnined)y 
:ll1.3lyzing J'l?gioi1.l1 and dcpHtm,'nta 1 uatallncome data will be updated 
rl'guLlrly durinl', Lu,:m l'x'_'cutiun, S0 thaL lTlcdian income figures may be 
adjusLed as appropridte. Narc infonnation on income is present in 
Part III C \-.'hich discu~sed social aspects of the progcarn. 

An additional benefit of the Loan will be to foster the den~lop
r.lcnt of an institutional capacity v;hich is more responsive to C1e 
needs of lower income families. The GOP agencies which will Ci.,!..-ry 
out tlv; loan ha\'c considerable knowledge in housing and the re:Cilted 
fields, and arc staffed by competent professionals. Experiencl: in 
serving the poor has increased in recent years: ;10weve, .. :, given 'C.he 
inf I1L'-; to urDan are as, pc rfonnance wi 11 have to be improved and 
VOlur:1C grc.:ltly expanded. A major need is for better coordinat:'on 
illnOl1g:.;t the various agencies which play a part in the planning md 
illlple;:l1entLltion processl's. Based upon expc_'iencc in previous L03l1 
rr(lqrLlm~j the BVP .. ·:ill increase its professional staff to accelCl~ate 
tile (kn:-IopmL'llt proces!j. This point is Lreated In more detail in 
the discussion of tJ1e "Recipient" institutions, in Part IV. 

Ghren conditions in Peru the shelter sector goals enunciat£d by 
the GOP are desirable. Presently external assistance is needed to 
facilitate movement toward these goals. Practically all non-govern
ment financing available for shelter is now channeled to middle and 
higher income groups, and GOP resources ~~e committed to other sectors. 

l~t the time of the first annual review, an examination will be Ul~~!
taken to determine if difficulties in obtaining accurate local ::ledi...;1 income 
data have caused delays in implementing SUbjprograms II and III; and if 

alternative, preferred standards are available to assure that the target 

population is being reached. 
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Since fW1dinr] under the Loan will be at market interest rates ic is 
expected that, \,ith the success of the program, funds from prev:.ously 
untapped sources ,;uch a:; the !-lutual'Js, and perhaps even the Nat .• onal 
Hort..lage Bank and private banks, s1;.ould become available to lo .... ;"r 
income groups. 

J. hi(]h prob,ibili ty of success can be anticipated especially in 
providing infrastructure, since stt:dies done at the tme of the.. 
Shelter Sector l\nalysis show that the cosu; of water and lightL.] 
reduced \'Ihon a n::;gularized system for their delivery is provided. 
In addition, an irnproveLlent of the health of th'J population car. be 
expected when a pure water source is available. 

It h"s also been 0.cr.\onstrated in the Urban Reconstruction L Jan 
pro'Jrar., and throll']!: other GOP and foreign o.ssistance efforts tL.l.t 
m·b;m i:1f,-astructurc is high on the list of felt needs among 10'N 

income families and they ore willing to pay for these services. 

Ti1c lIousil1<] Guaram:y PrO<]ram i~> expected to provide benefits 
to more than 30,000 low income families during its four year 
implcIT.entation perioc1. Since many households will receive both 
'..tater and sewer services, some 40,000 loans are likely 'co be m<.;.de. 
Watu.", se\,er ar,d electrical service loans are fo::- relatively sr.ort 
periods (':", to 12 years) and the funds will therefore be reinveE:ced as 
loan payments are made. 

In addition to its repayment g'..laranty and its commitment tG 
ab:~ort losses r(;sulting from devaluatioll, the GOP will make larld 
av.:,ilable: for sites a11d services and related projc:;cts under Sub
PrO']rilin II. \'lhcn Sub-Programs I ana III arc v.rithin an e:dstins 
"Pueblo Joven" SINN-lOS will be responsible for plaJming of the 
commw1ity and providing certificates of possession to residents. 
Resources from the program and fees charged by the BVP dnd othc.~ GOP 
agencies workinq in the program will be used to augument teclmical 
and managerial staff, to develop project nlans, and to supervise 
proJect construction. Loan recipients will be required to makE: down 
payments of 5~ and 101, respectively, for provision of services :lI1d 
basic shelter sub-programs. The major u.S. input will be the nousing 
Guaranty Loan. 

Technical assistan:e will be required for a total period of 
approx~mately seven months in connection with the Home Improverr,lmt 
suh-program. This input will be funded from presently available 
Technical Support funds from SER/H. The purpose will be to assist 
the BVP and participating agencies in establishing the sub-program's 
operating guidelines and to carry out periodic evaluations of progress 
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bl'illg I11IHle. This assistance would span the life of the sub-progr8III. 

At tIlt' conclu~;ion of the program :'t is expected that condit:'ons 
wi 11 haVl' bc'cn greatly improved in the target communi ties reacJ:0d 
by Sub-Profjrams I and III, and as many as 2,500 families will be 
livin(J in bdsic silelter funded under Sub-Program II. Although the 
need for urbClI1 programs is great in Lima, a minimum of 60% of t:otal 
fund in] sh,lll be used in urban centers other than the capital. 
Emp:wsizing the provinces is 0. direct resI.Xlnse to the GOP efforcs 
to upJradc "compensatory" and "support" centers as a part of its 
policy of "territorial conditioning" (regional planning and deve1op
!.Icnt). Secondary and terciary urbCln centers have been traditionally 
short-changed in the allocation of resources in Peru. 

l\ related program beneflC will be the imp:c,-~vement of the delivery 
;jy~;tems for urban programs ir. the outlying areo.s. It should be 
noted that the Ministry of Housing and Constructi')n (HOHe) has 
o.lrcaciy designated many of the cities which are tc be reached; in 
some cases specific proJects have been selected, LUld planning und 
lic!;i,]L have comrnr;nced. 

Since the: loans to individual borrowers will be made at te::-:lIs 
wl:ich arc similar to potential mark~t financing in Peru, an important 
inc:icator ()f the success of the program will be the rate of de~:"n
quc'ncjes experienced in loan repo:.yment. Hopefully, the rate will not 
exceed 7 ~G which is comparable to mortgage delinquencies for ],igher 
incomc· fjroups. If the program demonstrates that low income farailies 
have the capacity to repay loans, non-goverrunental interest in 
financing similar projects will be greatly stimUlated. 

Table I 3t the end of this p:rct. shows a breakdown of the pro~rcam 
by categories. It snould Le noted that 60% of the program is n·)w 
c1esignctted for urban infrastructure, which is an increase of 20!:' 
frOl11 the time the PRP was presented. The rationale for the GOP's 
shift in emphasis is based upon the increasing demand for such servi
ces by the residents of marginal urban settlements and the positive 
response which GOP agencies are receiving from corranunity organizations 
and the public when such programs are undertaken. 

Most (70%) of the I-iinilTlum Shelter Sub-Program is prograrmnec. for 
construction outside of Lima in response to ever increasing demand 
in the major urban centers, and most importantly to undergird GOP 
policy to focus deve 1.opment efforts towards alternative growth 
centers. 
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Table·I has been prepared by the GOP for illustrative purposes 
only and it is probable that shifts in program emphasis will con
tinue as the program unfolds. In any case, however, it is 
expected that no more than 40% of the total HG resources will be 
used in the capital city. The AID Hission supports the need for 
maximlUTl flexibility in t he allocation of resources among the SlC:J

prognams, recognizing that this program requires new and innov~
tive pathways to be forged by the BVP and the implementing agen.:::ies. 



TABIE I 

SUB-PROGRAM COSTS 

Loan Cost Number of Loans Loan Financinll Re~1red 

Aver. Down Pay- Loan In Lima In DeptS'. Total In Lima In Depta. Total. DownpaYlMlnt GRAHl " of 
Unit ment Amount TO'l'AL Proqr_ 
Cost 

I. Sub-Program 
In£ras':ructura1 Services 

I.lt. Electricity $300 $15 $285 5,300 6,500 11,800 $1,510,500 $1,852,300 $3,363,000 $177,000 $3,540,000 1~ 

1.2. Water and Sewer 700 35 665 6,000 7,000 13,000 3,990,000 4,655,000 8,645.000 455.000 9,l00,oeo 4n 

Total Sub-Program I 11,300 13,500 24,800 $5,500,500 $6,507,500 $12.008.000 $632,000 $12,64Cl,OOO 60" 

II. Sub-Prooram 
Mim.!1um Shelter 

II.l. Elemental Core 2,333 233 2,100 300 700 1,000· 630,000 1,470,000 2,100,000 233,000 2,333,000 111.5" 

I!.2. Basic Core 3,489 349 3,140 250 600 850 785,000 1,884,000 2,669,000 296,650 2,9t5,G50 13.~ 

II.3. Elemental HOUSE 3,956 396 3,560 200 450 650 712,000 1,602,000 2,314,000 257,400 2,571.400 11.5" 

Total Sub-Progrlllll II 750 1,750 2,500 $2,127,000 $4,956,000 $7,083,000 ~787,050 $7,870,050 35. "" 

III. Sub-Program 

III.l. Home improvement 
loans 1,111 ~ ~ ~ 400,000 600,000 1,000,000 1,000,05l0 2.:2.!. 

S ub-'l'o tal 12,410 15,790 28,200 8,027,500 12,063,500 20,091,000 1,419,050 21,510,050 100.~ 

ae.erveB 24'+ 
(4ot) (6~) 

4,909,000 4,909,000 
I. 

Total $25,000,000 $26,419,050 

Ii: 
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Part ~II - Project Analyses 

A. Technical 

1. f'rovision of Services Sub-Program 

~. Electrification 

i. Description of Projects and Technical Considerations 

The electrification projects will comprise the 
instc.llation of electrical low tension systems of street lighting 
and electrical house connections to urban areas lacking i~ these 
services. It is estimated that 11,800 new house connections w~ll be 
installed under this sub-program. 

Electric power for the new systems will be oh~ained 
from existing generation facilities. In most cases, projects \lill 
have their sourr.es of supply at short distances from the project 
areas. Normally, the project works will include: a) Feeding lines 
connecting existing high tension lines with the transforming sub
stati0l1s. b) 'fransformer facilities. c) Low tension distribution 
lines, d) House connections. In all cases, program funds will be 
used ,.,t") finance the costs of the low tension lines and house connec
tions. These costs will be repaid directly by the families se.::-ved 
by the prcject. Program funds may also be used to finance the feeder 
lines and transformer facilities and in exceptional cases, h~.gJ.1 tensior: 
lines specifically required by the projects. This financing will be 
done thro1.;oJh loans made by the BVP to ElectroPeru or local electricity 
compaJ1ies. 

The electric system will be designed in accordance 
with tl:e Electric Code of Peru which follows closely the US Na·.:ional 
Electri\~ Sa£ety Code (NESC). Construction will normally confo::..'1Il to 
the Code's Class B Standards. Accordingly to Peruvian regulations, 
all e18~trical projects prior to construction, will have to be 
reviewed and approved by the local concessionary and by the Electrical 
Division of the Ministry of Energy and Mines. 

High tension primary lines are normally 13.2 ~~ or 
10 KV. Transformer sub-stations will reduce the voltage to the 220V 
normally used for the street distribution lines. Lines will be aerial, 
installed 0n reinforced concrete or treated wooden poles which also 
support the street lamps. Seconda-ry lines will have 4 copper con
ductors to provide for 3 phase current plus street lighting. There 
will be .i.ndividual feeding cables for each house. These will connect 
the secondary lines with individual house meter boxes. System design 
provides for a maximum consumption of 800 watts in each household. 
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Thh; :;>rovides for the lighting needs of a medium size - 6 to 8 
room house and for a very limited number of electrical appliances. 

ii. Estimated Costs 

High tension and low tension facilities will ;,orrnally 
be bailt separately. The cost of the high tension facilities, which 
include t-.hc primary feeder lines and the transformer substatio;:s, will 
vary according to the distance between the source of power and the 
projec. t area. It is expected that all selected projects will ~.Je 

locateJ. a"t reasonably short distances from existing high tension 
lines. Under these conditions, the cost of the high tension f~cilities 
is aFproximately 40% to 60% of the low tension facilities. 

It is estimated that the cost of the secondar'.' lines 
and house connections will vary between 5/.12,000 and 5/.16,000 ($266 
to $ 3 56) pc r house, according to t;1e urban la: ;)uts of the proj ~,ct 
arcas. T:1ese amounts, which will be repaid by the users, incl;jde 
all direct construction costs plus 10% for indirect costs and J 6% 
reserve f'.)r escalation. For the purpose of this Project Paper, an 
average ir,dividual cost of $300 has been considered. 

b. Water and Sewerage 

i. Description of Projects and Technical ConsideraOons 

The water and sewerage projects consist of wa'"cr and 
sewer street lines and house connections in urban areas lackiw' in 
these services. House connections will also be installed undel' this 
sub-program. 

Water for the new projects will generally be (:Jtained 
from e,{l.stlng trunk lines. New street sewage lines will disch.,rgc 
into existing collecting sewers. It is expected that tiw se lc( ';cd 
project.s will have basic infrastructure facilities located at _l~dson
ably short distances. However, a minimum n'.JJnber of projects m .. ) 
require some facilities other than street lines to lxco:ne opcr, ':.ive. 
These may include: extension of trunk lines, provision of watc:. 
vIC Ils and !.eservoirs, water and sewage treatment f aci li ties, e~ c. 
A minimum of Program funds may be used to finance these f acili~;ies. 
Financing will then be done tru:ough direct loans made by BVP to the 
DGOS. 
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Project lines will de designed on the basis aJ a 
dai ly water consumption of 200 Its. per person, considering maximum 
variations of 80% per hour and 30% per day. Construction work will 
be done in accordance with Peruvian regulations and standards which 
are quite complete for both t e manufacturing and the installation 
of pipes . All project plans will be reviewed and approved by the 
DGOS prier to construction. 

water pipes will be made of asbestos-cement with 
diamete rs of 4 and 6 inches and with the strength required for 
tninim~m water pressure s of lOS/sq. in. 5ewer pipes will be made 
of conc r ete with diame t e rs generally varying between 8 and 12 i nches. 
House con...,ec t ions will consist of 1/2 in. plastic pipe from the 
s t r eet line to t he met e r and valve box. The provision and inst allation 
of he wa~e r met e r is included in the cost of the project. The sewage 
house connec t ion i ncludes the construction of a terminal box con-
I . . c ed by a 6 i n. concrete pipe to the street line. 

Pipes will be t e s ted at the manufacturing stage and 
immcdi tely after installation . Personnel of the DGOS will participate 

ch - test i 9 proces s and will issue certificates of approval for 
~ec t ion of the lines. 

ii . Es t imat ed Costs 

Pro j ec t cos ts may have a wide range of variation due 
o ~h · followi n fac tors; proj ect l ocation, urban configuration of the 

p o j ct area , l eve l requir ements for sewage lines and the quali ty of 
o 1 . For he purposes of the Project Paper the actual costs of. the 

nJ 5 w rage proj ec t s present l y under construction in Chimbote 
C':l d IN ' ttl the AID Loan 055 are being used as the basis f or 

c o s o . That program comprises a total of approximately 
"' , 000 n.:> 5 co nections and i ts resulting average unit cost is 
/ , 3'~ , 000 ($775 ) I r family . This amount includes direct const ruction 

c o ' ",s [,lus l Ot indirec t costs and a 6% contingency. 

Taking into account that soil condit i ons in Chimbote 
r~ partic\l ry difficu l t due to t he high level of the ground water ' 

t 1, t he ave rage unit cost for the Program is likely to be below 
th t figur~ . An ave rage unit cost of $700 (5/.31,500) will be con
s i der ed f or the Pro ject Paper computations. This amount is 40-0 
highe r t han the $5 00 estimated one year ago in the Project Revi ew 
Pape r . It appe ars that the costs were then slightly underestimated; 
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but most of the difference is due too a higher than normal escalation 
of costs durinq the past year. It should also be noted that salaries 
haVl' als0 risen corranensurately; thus the target income groups will 
not change substantially (See Part III (C». 

l-linimw:1 Shelter Sub-Progra::ll 

a. Sub-Pro~ Descriptio!1 

This sub-progranl will comprise the construction of 
approximately 2,500 basic shelter units in Peru. It is expected 
thC1t t.he projects will have an average of 100 units and that they 
will be built in selected localities tlll'~ghout the country. In 
order to reduce costs, projects will have a minimum of 50 units. 

~ll the units financed under the program will be pro
\'id<.:d with basic utilities, i.e. water, sewerage and electricity. 
Roadf: will be graded. All will have sub-base material and in ,:ertain 
cases asphalt surfacing. Lot areas will be in the order of 120 m2 

(1,290 ft.). There will be three basic design solutions representing 
progre.ssive stages of completion of prototype units. Selectio;1 will 
bv miJde on the basis of family income. These alternatives are; 

-Elemental Core: Consisting of a 2 m. x 1.2 m. ba";:hroom 
built with brick or cement block walls and cement floor, and a 18 m2 

living roor.! built with provisional materials such as asbestos ,~ement 
or nhl~onite sheets. Both will be roofed with asbestos cement ~heets. 

-Basic Core: Consisting of a bathroom a kitchen a.',d a 
18 m2 living room built with brick or cement block walls, ceme~:t floor 
and concr;te roof slab. 

-Elemental House: Consisting of a bathr0OID, a kitchen, 
a 18 n~ living room and a 9 m2 bedroom built with brick or cement 
block walls, cement floor and concrete roof slab. 

b. C00sidcrations in Selecting Projects 

A basic consideration for carrying out this sub-program 
:.s to have pilot projects with special demonstration features ' . .;hich 
may be duplicated in the same city or at other locations in Peru. 
Theref.ore, in the process of project selection, priority will be 
given to those projects which have optimum conditions for the aevelop
ment of these special features. The following are typical of the 
items that will be considered by GOP agencies in determining project 
priorities: 
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i. Existence of Groups Already Organized 

In view of the minimum cost of the program units, 
it is essential to obtain maximum savings in construction thro'"gh 
effective COIT[!lunity participation. A prerequisite for selecticJl1 
will be a petition or r~quest from groups already organized (or 
in the process of organizat.i.on) ane: having some experience in 
commllni'~Y partic ipation. such groups may include housing coopera
tives, community associations, etc. The identification of the 
groups t:c.· be served, prior to the construction of the project, has 
tile addit~onal advantage that it will eliminate any problems with 
regard t.o marketing. The executing agencies will count on the 
participation of the homebuyers from the very beginning of the pro
ject :md the houses will be purchased and occupied immediately after 
complc"':ion. 

ii. Immediate Need for Relocation 

Some of the projects identified may serve groups 
of families which, for variotl!:; reasons, need immediate relocation; 
such as, those living in hazardous locations, families taking l1art 
in land irvasions, or families from an urban renewal area, etc. 
Priority will be given to these Sr-oups, providing they meet the 
income requirements established for the program. 

iii. Availability and ~dequacy of Land 

Priority will be given to all those projects 'vlhere 
the proposed site is owned by the government or the sponsor. Long 
expropriat~on procedures will thus be avoided. Adequacy of th(~ 

proposed l~nd with regard to environmental, ecologial and topo
graphical aspects will also be important determining factors. 

iv. Availability of Basic Infrastructure 

Preference will be given to projects with basic 
infrastructure facilities, such as water and sewerage trunk li:,es 
and electrical sub-stations, located at short distances from pro
posed sites. 

v. Proximitym Emplovment Centers, Community Facilities 
and Public Transport 

This factor will be of importance in SUb-Program II. 

http:organizati.on
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vi. Existence of Community Development Agencies 

social motivation and oomrnunity participation are 
key clements for the s~ccess of this program. Priority will be 
giver to projects located in cities which have offices of community 
development agencies participating in the program and which arc 
already functioning. 

c. Architectural Considerations 

Ploor plans for all prototype units have been desisned 
with a vjew to'-'ilrds futUre: expansion. The "elemental core" will 
provide L.:lsic utilities and shelter to the families in the lowc.r end 
of th~ income scale. 'I'heir living conditions will considerably 
improvl: in relation to that existing in many overcrowded, hazardous 
and unhealthy areas. Also they wi::'l have legal title c,f ownership 
of thC! sj te and ;,1ay start permanent construction as soon as their 
financia~ conditions permit. Initial living conditions will bL some
what better for those families qualifying for the ot.her shelter 
options. However, in all cases the flexibility of the architectural 
design will facilitate exp~lsion at the houses by stages. 

The design of the ll1its will be based on principles of 
standarization. It will also provide for intensive use 01 labor 
during thc construction stage. ~'lall and roof construction will 
mainly use concrete blocks and partially prefabricated joists ""hich 
could b~ produced by self-help construction. It is also expectec 
that ~ome of the projects will make use of the "stabilized adobe" 
systen, of construction, recently developed in the country unde:::-
A. I.D. I S sponsorship. This system has proven structurally sou.-,d 
and has potential for cost reductions, if used in self-help projects. 

The main technical characteristics of the construction 
components are: 

i. Foundations 

Will transmit loads to an undisturbed layer of 
soil. Concrete mininnun strength 100 Kg. per sq. ern.; Minimum depth, 
60 cm. i Widths, variable accordinq to soil bearing capacity; grade 
beam provided when required. 
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ii. Walls 

l·:3.(le of concrete blocks or. fired clay bri.cks 
with reir~orcLd co~cr0tc columns at corners and every 5 mts.; 
stabilized adobe blocks reinforced with cane may also be used. 

iii. F-.oofing 

hill be of t·wo alternatives: (a) "aligera)os: 
(concrete T bearl wit!. block fil ':!rs); (b) wooden trusses or ~ams 
wi th asb0s tos cement roo fi:1Cl sheets. 

iv. Finishing Works 

l'iill be mini:1UIn, i. e. cement floors, plaster 
on batru-O<)J11 walls anel, in certai.n cases, on ceilings. 

d. Structuri!l '::or:sldcr"t,i.:ms 

All construction work ul10erthc Minimum Shelter ti;:,

rograrr. is of a sirnpl(; :13.ture. llowever, the program ilnplernenting 
agencies '.lill till;(; all ::hc :,eccssaTY provisions to ensure the 
structur~l adcqu~cy of the buiJdings. 

Svlcctcd project sites will have fully satisfacto~: 
topog>::ap:1ic cOl1o.itions. 711(;1' will be free from erosion and da:ger 
of floods or lJnaslides. ;~ soils -i.nalysis to determine the ph'/sical 
chCll."actcristic:-,; ::ind 2pproxilnatc bearing capacity will be made at 
each pl~oject site :lnd foundations '"ill be desi<j'T.ed taking into account 
the res"..llts :1::d recommendations of the soils studies. 

All structures will be designed and built in compl~ance 
with the: rcquiren:cnts of the Peruvian Building Code. The Peruvian 
C:ocic covers aclccruatcly a wide range of aspc:cts related to desi:::1, 
r,3tcriG Is i1l1d construction procedw."es. The Code includes a special 
s(:ction or. 'cieis:lic analysis a'1d also provides minimwn standard:o and 
gcr.cral rc'';or:ul,er.datior.s for increasing the seismic resistence ·)f low 
cost ene and two story ~')uj.ldings. 

To improve c:art~,quake .:csistance, tr.2 floor plans of ~,he 
prototy:t>C: are geometrically balanced with adequate 10c'3.tion of wall 
ope.-:ing5. Walls will ~e structura:ly con.."1ected to footinq~ an'l also 
to rout slab by reinforced concrete columns located at the corners 
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,mel .'it .1 minimum :;[,.lcin,] of 5 mts. for longer unrestrcu:1ed walls. 
lkillfol"c,'d concret.e lXln,l b.~.:uns will be provided at tlw top pf -.:.he 
lX'ru"ctrical bC;lrir..l walls to connect roof slab joists and insure 
Inonollthic: clction of :tll )]'-.lilding components. 

e. f':stirnatl'c Costs 

i. Site [J,'VC lorxnent ','.'orks 

:0 i t(~ devc: lO£X!1ent works include road construction 
and installation ot watL'r, sewerage and electrical lines and hO·.lse 
connp.ctions for the tlu-ee services. Their construction cost -
includinS inc1irecc cu::>l...3 - is estimated to be 5/.60,000 ($1,330) 
broken d(;'"rn as follows: 

\'.'ater -lfld ~:;cweragc 

Electricity 
Streets '-mel Sidewalks 

5/.31,500 (POO) 
13,500 ($300) 
15,000 ($330) 

S/.GO,OOO ($1,330) 

l\ss1.U11ing individual lot areas of 120 1T,2 (1,29:-1 ft2) 
the unit cost of site development would be equivalent to 5/.500 per 
m2 ($1.03 per ft2) . 

ii. Elemental Core 

'.i'he tota.l cost of the elemental core is estimclted 
at S/.lJ5,000 ($2,333). This amount includes the cost of the :c-aw 
land, site development 'Works, and shelter construction. It al::.:o 
inclucE;s the cost of project development and supervision, legai 
and administrative fees and utility connection charges. 

iii. Basic Core 

The estimated total cost of the Basic Core is 
5/.151,000 ($3,489). Considering that the Basic Core has 29 rnZ of 
roofed area., the unit construction cost would be equivalent to 
S/.2,758 ~r m2 ($5.69 per ft2 ). 

iv. Elemental House 

The total cost of the elemental house has been 
estimated at S/.178,000 ($3,956). This unit has a total covered 
area of 38 m2 . unit construction cost is approxirr.ately equivaient 
to 5/.2,658 per m2 ($5.48 per ft2 ). 



3. ~ome Imfrovement Sub-Progr~ 

a. Descr·\E.tion of Program and Te-:hnical Consideration~j 

UIIOl'.c this ::;ub-Program, individual loans will be m:;.de 
availabll' for illlproveme:1t, rehabilitation or expansion of exis'..:.ing 
housing. It ~s estimated that 900 loans of an average amount of 
$l,ll~ (S/ .. ',O,OOO) will be provided. 

The: irnprovem2nt works may include: a) instcllation of 
interr:a::' electrical wiring and/or 1.1ater and sewer pipes including 
sani t.e;:-y fixt'.ll"es. b) ..'""i.nishi.ng works including floor construction, 
plast·~r 2..1d pLlinting, doors, windows, etc. c) construction of new 
build~ng cOI;1ponents such as walls, columns, roof slabs, etc. h: 
order tL' l;omplete or expand a basic house; d) renewal of detel:iorated 
clements iHld installations. 

All loan requests will be reviewed by the Program adminis
tration ac:rencics which will determine if the proposed works are 
technisally acceptable. In the case of loan applicati~ns for works 
involv~n(l construction of structural elements or that may affect 
safety c0nditions, municipal buildlng permits will be required. Loan 
funds Jnay be used to pay the municipal fees for project review, 
buildin':.l permit and issuance of Completion Certificate. 

Officials of the administrative agencies will conti
nuously supervise the construction work and will provide techn~cal 
assistancE' to t he borrowers. Loan disbursements will only be rc,ade 
for ti1c purchase of Clppropriate construction materials and for work 
in place .:one in accordance with the terms of the loan contract. and 
meeting ac~eptable standards with regard to quality of materials and 
workmar.ship. 

b. Estimated Costs 

Loan amounts may range between $67.00 and $2,222 
At the impiementation stage, the sub-program 2 linistration ag~ncies 
will review each loan application and will detennine the adequ2cy of 
the proposed costs. For the purpose of the Project Paper computa
ti0ns, an average loan amount of $1,111 (S/.SO,OOO) has been 
consid2red. 
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4. I\vllilalnlity of l~onstruction Materials 

o. Need for Imported Materials 

PrClctically all of the construction materials required 
by U.(, progran are locally produced in Peru. Therefore, with 'the 
cxcertion of a few electrical materials, there ~ill be no need of 
import.~tion . 

b. i\de:IUctcy of the Supply of !Jt'Cal Materials 

'1'1", anr.ual program invesbnent represents less than 1% 
of tl'c annual inv(;stment in construction in Peru. Therefore no 
SPCCLll r-roblem:;;re anticipated with regard to the supply of 
constrlct.lon materials for the pro'jram. 

The two main construction materials are cement and 
stc;cl. Five cement plants ilre at present operating in Peru wi-.:i1 
,I total production capacity of 2,200,000 tons. These plants h.lVe 
for the' lilst 9 y,:ars met the local demand and they even managed to 
export dill"inC] thr-, period 1969-1973 between 2 and 5 percent of their 
producticp.. However, in the last few years, cement consuroptio~, has 
constantly increased while there have been some delays in implement
ing existi.ng projects for cement plant expansion. 

In 1975, the demand started to exceed the production 
cupacity. It is probable however, that demand will abate in t:-:e 
next few years duc; to an expected slowdown in the construction 
industry resulting from the economic conditions in the country. 

Production of reinforcemont .steel bars in Peru has 
increased by nearly 70% in the last 3 years. The annual production 
of 160,00(1 tons is adequately satisfying the present local demand. 
In addition, there is a continuos program of expansion of the steel 
mill facilities at Chirrbote, which will pennit Peru to meet any 
possible increases in the demand. 

Brick manufacturing is responsive to the demand. Nost 
of the cities of Peru have adequate sources of soil for brick pro
ductio~. It is therefore expected that fired clay bricks will be 
used as an alternative to cement blocks in some of the program's 
housing projects. 
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Electrification projl!cts will make use of copper 
cond'lCtors for electrical lines. Peru has at present a surplu!:i 
of C0pPC:C production and has also adequate manufacturing plant~ 
of electrical conductors. 

5. AVLlili1.bility of Labor 

LilT.a elm1 other major cities of Peru have a large portion 
of the c(;onomicu.lly active population working in the constr'ct::'on 
sector. ~or instance. acrording to the 1972 census, 7.1% of ~he 
ci ty vf Lim:J I s population work in this sector. In some of the small 
cities, t11cre may be a sl,ortage of skilled labor. However, in view 
of the simple nature of mo!. t of the construction work envis'3.gL!d 
under t.hc prCX]ram, the ratio betwcLCn skilled and unskilled laD)r 
will lx: relatively low. In these smaller cities, there will lk.: an 
ample s'Up~ly of unskilled labor. If workers in some skills arc not 
available!, they r:.ay be brought fro:n elsewhere to the project sj.tes 
by the implementin'j Clge!ncies or cO:-lstruction contractors. ThL; has 
often bee;l uon, fGl." lilTCJer construction projects and has never pre
sented any difficulties. 

G. Capacity of the Constl.Llction Industry 

'l'hc construction industry is an important force in the 
Peruv;.an economy. Its investnents represent approximately 5.3'_ of 
the g~oss domestic product ill1d it provides employment to 4.6% of 
the total PeruviCln labor force. Annual investments in construl;tion 
arc on the order of $530 million. Approximately 85% of that ar~,ount 

corresponds to invesbnents of the ?rivate sector and the rernair.der 
to the public sector. 

Peru has a considerable nur,iller of cor.struction firms, :-,ome 
of wr.ich have adecr.w.te ~echnical cclpaci ty and equipment for unc.er
taking practically ever! type of bu.ilding construction work. :J:::-ogrru 
projects will be of a rather simple technical nature. Therefore, no 
high 0egree of specialization will be required. 

For public cont.::-acting purposes, firms arc grou::>ed in :::ix 
categories - A to F - on the basis of their experience and capital. 
Each cat.;;gory has ceili:1gs for contracting capacity. A total of 264 
firms are members of the Peruvian Chamber of Contractors. 60 of 
these belong to categories A and B with the greatest contracting 
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C"PrtC ity. (,2 finns belong to cate(}ories C and D and 142 finns to 
catc::Jories E ;md F. In vicw of the fact that contract amounts 
under the proqrarn are not likely to be very large, the majority of 
the l'inns will be ablt; to participate in the bidding. 

I'lost of t!l(' construction finns 3!:'C established in Lima. 
Thore arc: illso some finn:; which opo.)rat.e almost exclusively in ,:,orne 
of the main citic:s such as l',requipd., Trujillo, Chiclayo, Piura , etc. 
However, most of the Liorna based finns suhnit bids and accept con
trilC'::.S for projl'cts in any part of the country, providing that the 
economic conditions are satisfactory. 

no proLlcms with regard to the participation of the 
construction industry are anticipated W1der the Program. Experi
ence '",it\: the AID Loan 055 reinforces this belief. An avero.ge 
number of 4 to G bids are being submitted for each project and the 
quality of the work of the selected contractors is generally satis
fclCtOry . 

7. C0.ntracting Procedures 

It is expected that most of the construction work under the 
Program w:..ll be done by contractors, although, there may be a l:ew 
cases of ~ork done by force account by the implementing agencies. 

Aii (u!iLract:> [or procurement of materials or construction 
slr\'icc~ will be awarded by public bidding, in accordance with Peruvian 
bi,ld: rIb procedures. All government cons~ruction contracts ':iive to comply 
with the p;uvisions of the Official Bidding and Contractint Re~ulat1ons 
(J\,'~lament() de Lidtaciones y Obras Publicas). These regulations are 
being used on the present I~ Pro8:am 005/00B and are also followed in 
construction contracts financed by other international donor agencies. 

B. AE.:Jroval and Inspection of Projects 

BVP \ ... ill review all projects financed under this Progr,'"Im. 
In addit.ion, USAID also reserves the right to approve all projects prior 
to construction; and to approve all contracts for financing, c~gineering, 

procureOlent, construction, etc. It is USAID's intent to reviel'" those 
projects and contracts with costs estimated to exceed $200,000. This 
practice Hac; established for the current HC and 055 Programs a:1d has 
given satisfactory results. 
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All construction work financed under the Program will be 
inspected by qualified professional engineers. They will work on 
a full tim' b:t:;is and t:1eir salaries will be financed with Program 
funds. B\'P ilnd AID engineers will also monitor closely the pro'Jress 
and quality of the work. 

9. LI 1virofl.'11ental Impact of Program 

The prolX)c;ed program will :..mprove living conditions of do 

scctOl' of the lower income Peruvian popUlation by providing basic 
sheltCj~, improving and upgrading ex::'sting inadequate housing, anc: 
installi~0 basic utilities such as water, sewerage and electr~city, 
for all occup.:mts of each area to be selected. As of now the eCO

logical balance aI1d most other environmental aspects of those areas 
presently occtlpied are very negative by reason of existing shm or 
ncar-slUITI conditions. The Program will serve to improve upon -::11ose 
cond i~, ions. 

Nc'" housinCJ projects will be built in areas selected for 
urban cXLxlI1sion by the GOP urbaI1 planning agencies. The GOP h, now 
placins special emphasis on the preservation of existing agrict.:ltural 
L1lids, City :coning maps are in the proce 5S of being jointly n:!
vivwcci by the: r-linistries of Housins and Agriculture, and deci"ions 
clnd act:'ons are beiTlCJ taken to pre'!ent indiscriminate urban develop
nwnt thClt 'TIay further reduce the already minimtun crop-producins areas 
udjacent to the cities. 

Th2 Pl'oLX)sed projects, most of which will be located 0:', 

barren land, will have r:1inimum effect on the topography aI1d no 
significant effects on the geologyr seismic activity, or land s-.:.abi1ity 
of the adjacent areas. 

All selected housing projects will have adequate acces,': and 
egress. Due to the limited income of the home buyers few will have 
automobiles in the foreseable future, thus no significant traf~ic 
'}cnera'don is antic ipated. Consequently, there will be minimal. 
increase ire air pollution and noise level on that account. Project 
residents will mainly use public transportation. Past experiercce 
has proven that public transport agencies or individual operato~s 
extend their services to new urbill1 areas, almost immediately ~:ter 
the ar(;as have been occupied. Safety provisions for pedestrid.."1s 
and school children will be incorporated in the plans and vehicular 
traffic wil: be restricted, to the extent possible, to certain peri
pheral streets. 
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Uttar. Jcvcloptn<=nt regulations set forth minimum areas which 
new h':>usil1g projects must reserve for parks and open areas. Ir. 
(Jel1t~ral, i.)()pulaticn d"nsities in the new sites will be conside:?:"ably 
low,'r t.han t:1e ones prevailing in the areas from which the proJect 
residcI;ts wi 11 be conin,]. The adverse effects of overcrowding will 
be reLuccd. Proposed construction TIn terials, (concrete, brick, and 
udabe) wi 11 n'duce f lre !lc1Zard to a minimum. In addition, hydrc-.'1ts 
,1I'.ci, c,!:' course, Welter wil) be provided for all housing projects. 

'flw propo:;ed ty?C of housing and the potential for improve
ments and ',xpansion are closely related to prevailing customs i....'1d 
patterns, c:lereby providing for future social and economic develop
!;lL':lt \)f tht: populLltion. In addition, new projects will encourc:.ge 
COHUl1ul1ity participation which, in Peru, is the ideal basis for 
rt.:creatioI; ilnd cultural activities. 

The main obJective of the: Provision of Services Sub
Pl"o,)r,l1n is to ir:lprovc the environmental conditions of selected 
sCluattc 1: settlements or "Pueblos Jovenes" which, due to certair, 
contt"ols at the time of their inception or to subsequent remod£lling, 
do have :ldec;uate urban layouts. 'rhe environmental impact cf tr.e 
\'/:1tc'r supply projocts, \'lith regard to the improvement of hpaltt 
c();1Lii tions, is discussed in Part III C., "Health Implications". 
Only proje(;ts \vitl1 an Cldequate supply of available water will be 
finaJlced under the Program. Supply sources will have .::ppropri&te 
trc'iltDlcnt facilities and \vater wil2.. receive maximum pro-::ection, 
both .it the' source of supply and within the distribution syster.l. 
Tn l']1l' main, ' .... a:ito water will de disposed through existing trur;j.;: 
:;\,:;t:em2. Wh-cre this is no': possible, projects will be designed to 
provic(; t:lCir O\';n disposal facllities. These may consist of SI:1all 
treatl.l"111. plants, leaching fields, septic tanks, etc., accordir.g to 
the sizL' of the project and to the actual conditions of each project 
site. 

Electrification projects will not have significant negC:'Cl.ve 
(·[feets. !:'O':ler will be provided by existing generation and tra'-1.S
mission facilities and will mainly be used for street lighting and 
domestic c:onsUI:1ption. rrhe Program-financed sub-systems will no'C be 
designed for el~etrical seL~ices to industrial facilities. There
fore there is no danger of having air contaminating industries being 
established within the project residential areas. In most cases, 
the di::;tribution lines 'dill be aerial. The detrimental aesthet:..c 
effect of lamp poles and aerial conductors is considered to be 
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mini.1\al ~;inCl-' they will be located in accord with established 
Peruvian rcqul:Jtions and customs. Street paving of the new 
hou:jill(] c:rca~ will also brin<J positive environmental effects. 
There ..... ::.11 be less dust, fewer house ::leaning and house mainte
nLlnCe rJrobll-'I:\~, J. lower incidence of respiratory and other diseases 
C;IUSCU DY ,]enn,,; carried by the dust, and an overall improvement in 
ell,rJincss. 

B. Fir.ancial Plan 

Each )f the tlLree: sub-programs will be de'veloped, organized, 
ex(~cuted and d(b,inistered in accordance with the distinct roles of 
thL: participLlting agencies as described in Part IV .A. It is ir.ipor
Llllt to lote thilt all the programs are expected to be self
liquilhti;ll] :jince their cost will be repaid by the users. However, 
in \'i,'w of the: filct that the: amount of repayments is establish.:od in 
lOCLll ,~urre:ncy, dJ1d is not readjustable, there will be an indirect 
subc;::.Jy by the GOP in cases of monetary devaluation. No direct 
cpait~l subsidies are envisioned. 

'i'he: B'JP has been designated as the borrower by the Ministry of 
Economy imd Finance. The roles of each participating agency will 
be: S(·t fo::tr. in Basic l'Igreements bcb ... een the BVP and the agenc:l, 
and then in separLlte and specific sub-agreements for each proj(~ct. 

Progr:lnt beneficiaries are expected to be charged an interest 
rLlte 0= 17~ p.il. on their loans. This rate reflects interest LO 

the! U.S. Investor, AID I S Guaranty fee and a 2 1/2% fee charged by 
the BVl' 1:0 meet its overhead expenses. 

1 • 1 ~1CDme :\f'.E! 1 {S is 

B~ncficiJries in each sub-program and project will undergo 
an income analysis Lly the deSignated local administrator, an'd only those 
with the requisite family income (of which the husband's and ~ife's 
income nH.:st account for at least 70%) will be approved as eligible 

bene:iciaries. 

2. Co.runiss ions 

To assure the timely development and execution of projects, 
development fees will be included as part of the cost of each project. 
ThesE. fees, ",hich \ ... ill vary from 5% to 6% of project cost, will 
enabie the Executors (such as utility companies, MOHC) to prepare 
the project feasibility proposal, develop final plans, obtain 
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tllf' ncCeS!,al-Y dpprovals, am also to malce arrangements for bidding 
tho p':"oj .. ~ct, negotiation of the construction contract, supervision 
durir.g the construction period, and final acceptance of the co:n
plcte<l project. In the case of self-help construction projects 
eXpt~·ience indicates that a higher fee is justified. 

The BVP will charge a fee of .5% of the loan amount for 
reviewinq project plans, and another .5% for supervisory costs 
during the project execution and construction stage. 

3. Costs of Program Administration 

'I'he costs of servicing the various sub-programs have no-:' 
yet been finally ascertained nor agreed upon by the BVP and the 
respective sub-Administrators. It is expected, however, that 
admini.3tration or servicing fees will be 1% p. a. of the value of 
the loan, with .25% going to the BVP and . 75% to~he local adrr.:..nis
tratcr. The l-lutuales, BVP and EMADIPERU have had ample expeci(;nce 
in traditional mortgage lending and servicing and during the Filst 
four years have gained additional expertise in the fin~ce and 
administration of infrastructure loans. 

il. Infrastructure Loans 

The utility companies will collect these through sur
charges or. the monthly bills They in turn will remit monthly 
global payments to the BVP. 

b. Home Improvement Loans 

The t-lutuale5 have had consid<.:!rable experience in t:lis 
arena, but limited to rr.iddle income groups. In fact it is esL.mated 
that 5% of the total loan portfolio of the l-lutuales is now des',~ined 
for non-mortgage lending. Transla·ted into percentage of total loans 
made this represents about 30%. 

Nevertheless, experience in lending to the poorest 
majority hus been negligible and, accordingly, accL:ptance of t:,is 
new approach will be required. In order to encourage the selc~ted 
Mutuales and other sub-administrators to promote, disburse and 
service these small loans, fees may have to be increased over ~d 
above those cited earlier. Ma·~jmu'11 adaptability is therefore 
required to insure a flexible approach to this innovative prog~am. 
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4. 

In addition to the above there will be a cij~e of .75% 
on the de lining balance for mortgage life insurane.' in Sub
Program II projects. Hazard, fire and earthquake insurance will 
amount to .00163 of the value of the house p.a. 

5. Cash Flow 

Table IIA&B on the following pag~ shows a chronological cash 
disu.1rsement schedule for the program. In order to develop this 
f l<t;w chart it is assumed (based on information provided by the 
Executing Agencies) at projects are likely to proceed in three 
timed-phased groupings. Group I includes a n\mlber of projects at 
an advanced stage of development. It is expected that many of 
the se projects will be let for bids immediately after agreeme~ts 
with t he !mplementing Agencies are signed, and that all of them 
will be under construction not later than nine months after the 
si nature of the Loan . Group II includes projects at a preliminary 
s t ge of neve l opment . Construct~on of these projects may st~ 9 
to 18 ~onth5 afte r Loan s igning. Group III includes projects al
re dy ! den i fi ed but whe r e f easibility still has to be determined, 
plus y new projec t s meeting the r equirements of the Program. It 
l.dZ r.m ssumed t hat construction of these projects will start: 

h 18th and 36th month after the signature of the Loan. 

as i s of the lis ts of firrnsand potential projects, 
by -h BVP and othe r GOP agencies, it has been estimated 

to 1 cos t of the projects will be: $ 6 million for 
$6 . 5 milli on f or Group II and $l2.5 milhon for Group III. 

Tl _ Cash Flow chart r ef l ec t s, on a quarterly basis, the 
,s·im d f unding needs of the three groups of projects. It i s 

ha her e will be an initial drawdown of $1 million 
l y , f our drawdowns per year from the US investor '. 

dr wdown will be approved after conditions precedent 
me t . It wi ll be used for start up costs of the BVP and 

Exccu · in~ Ag nc i es for proj ects r eady to ~ommence. 

6 . Total Program Cost , 

The tot a l value of the program is $26,419,050 with $25,000,000 
re r esenti '1g HG r esources , and the balance downpa ents of the bene
f i cia ries (See Table I ). 
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Almost five million dollars have been set aside as a r~serve 
for const>:ucf:ion cost increases which represents approximately 12% 
per aIUn.I1Tl. This 'was arrived at by taking the average of construc
tion cost increases for social interest housing for the years 2..970-
197511. lt is likcly that devaluation will occur during implanenta
tion, having ttlL: effect of reducing the impact of inflation by 
makir.g mere soles available for the Program. 

7. Govenmlcnt Guaranty 

The GOP \,ill guaranty to the U.S. Government repayment of 
the lllan and thereby assumes the ri3k of devaluat.ion. A Suprer.1e 
Decree issued by the CouClcil of Ministers will aut.horize the 
siJ"ning of the loan agreemenc and the issuance of the guaranty by 
the 1>linistry of Economy and Finance. 

c. Social ru1alvsis 

1. Population Characteristics 

As of mid-1976, the population of Peru is estimated to be 
15.0 million pcople of whom about 7.7 million (49%) live in urban 
r:cnte::-s of more than 5,000 inhabitants. Currently, the overal2. 
L~pulation is increasing at about 3.1% per year, while urban growth 
is in excess of 5%. The Luna popUlation was only 1.8 million in 
1%1, while:! it currently is placed at about 4 million, or more than 
25~ of the total popUlation of Peru. The second largest city, 
Arc',1Uipa, :1as d L~pulation of about 400,000 or a tenth that of Lima. 
By 1980, ·17 cities arc expected to have populations of 20,000 or more. 

Th~se popUlation changes, which are typif.Led by relatively 
high overajl growth and massive irunigration to the cities, are common 
throughout Latin America, and are causing a great strain to be placed 
on the cbility of the cities to absorb new residents. In Peru all 
major cities are surrounded by "Pueblos Jovenes" inhabited by 'chese 
new residents. In other countries thesE':; settlements are calleo 
"ban. l<ias" and "favelas" but the less perjorative term "Pueblo 
Joven" has been adopted to stress the positive aspects of the 
situationthere. "Pueblos Jovenes" .. while in the main lacking ;r.ost 
urban facilities such as good roads, \.,rater, sewer, electricity and 
housing, are better off than the rural areas from which the in
habitaI'.ts originally ca."1le (see Shelter Sector Analysis, pp. 29-33). 

Y Annuc:.l Report of th'~ Peruvian Chamber of Construction. 
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It i!c> :";lQnificant that thL GOP ~1'1~ t-cJ.;cn all acL_vist 
stance cc'ldti\"L' to tl;,· "Pueblos Jovenec," and dl'si(jn::; p:::-ograms ":0 

include thc:~. i:--: it.:o uc\·elopment ('ffort~. T;w presel:t EG Progr-'lTl 
will be uirccclcc! to ':4s",isting these! (:fforts by making available: 
lon<] ten:, ::ir.a.r,::::"r:g for housing C!L·j bas ic services in "Pueblos 
Jovencs" a:-"l othcr r:-.:lr(.:inal urban areas. 

In.::'o:.lL: ,~'~ir(Jl~[ ::::;roups and :larke:ta-':iility 

SC'-';C::l clt.ics fm: "'Ihic:-. adequate income data were 
available, ".;ere C:los·:;n to demonstrate the marketability of the 
differe:n~ suJc-Dro'Jr:::,;~.s. Income fi'Jures were taken froIT. the 1970 
sample sur:e:y, :.:J1J have be:e:!1 up-dac:ed to 1976 (See Table III). 
Tile basic i;1cor:-,c C'i:;tribution curve which was presented in the 
::;ilt·ltL:r S(:ctor i\!;;:l'!.3is '",as adapted to sho\<l income distributio:1s 
of each c:it:/. 

7ablc IV sets forth tole estimated cost of each su:~
program, t:le tetT.S of fi"oncing, a:'lQ l1:(; mini.rnum far:lily income..: 
requL-trl to qua2.ify fer tl--..e L'esp'..:ctiv(; sub-progra;n options. 
!-lonthly ;oa,:";~,c'nts, as c. L>c::cce:ntar;e c-: incOT:1e:, varies with the sub
p:!:"ogrC'h o;otio::, i, e. rror;-, so. in th·..: case of the: provision of 
(:lectlicity to =5~ for ~he shelter opticns. 

Ir. rt-,lati:10 l!lC":o:;-,es to pro(jraT'l costs in various ur~~an 
ce:1lers 7li'::·.' ::;:,0',';03 t:1C. :Lowest l.ncor,~e percent-iles w~ich eac>. 
sub-pro(jra·. · .. :ill reac!1. In tilL' highest incor.ce area, Ectropoli:an 
Lima, '-1"::i}i~'.' .:Ina shelter prugrams 'Hill :::-cach as low as the 6t:1 
and 7t.:-, pc::'-c:c:-.:.ile. I:. the typica~ COll..-<t;.l city of Chiclayo wh,~re 
incor..es ore sL:D:otlr.t:iai.ly lmvcr them Lima the: utility sub-prog::."am 
can still "--each urban familie3 at the 19th pE:rcentile, and the 
least c;xpcnsive shelter option is a£fordable by families from t:he 
25th pel·centile. 

b. l'larketability of Sub-Programs 

7he purpose of this and "::he following sub-sections is 
to assess the effective demand of -.:.he proposed program solutio~ s. 

i. :-larkctabili ty - Su.b- Prograin I 

In order to determine the approximate effectiv8 
demand for water, sewer and electricity in the seven cities it 

http:incom.es
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TAB L E III 

Monthly Family Income for the Econorr:ically Active Population (EA?) 

(Estimat~d for 1976) (In Dollars) 

Mean Median 

Ndtlonal Level $186 $137 

-Urban Area 217 168 
,".1 

Citi.=s: 

Li-na - Callao 270 216 

.l\requipa 166 118 

CU7.;CO 169 113 

Chiclayo 189 140 

Iquit:os 179 164 

Piura 175 131 

Truj illo 193 150 

The ]976 income has been estimated by considering a 10% annual increase 
over the figures in the 1970 survey. Minimum salaries and wages permit
ted by law have increased at an annual rate averaging 11% from 1962-1975. 
The "0ficina Tccnica de Estudio de la Mano de Obra", has estimat.:!d per
sonal income increased at an average 9.5% per year from 1962-1973. 

SOURCE: "Tabulaciones sabre Ingrescs de la Poblacion en el Peru", 
Ministerio de Trabajo, Direccion General del Empleo, 1973; 
pp. 14-185. 



I SERVICES 

1. Electricity 

2. Wcter and Sewer 

3. Combined water, 
sewer & elec. 

II MINIMUM SllEL TER 

1. Elemental Core 

2. Basic Core 

3. Elemental 
House 

III HOME IMPROVEMENTS 

1. Loan Limits "A" 

2. Loan Limits "B" 

3. Loan Limits "c" 

Total Cost 
Per T~.Jl: 

$300 

700 

1,000 

667 

1,333 

2,222 

TAB L E IV 
---~ 

Hinimum Familv Income Needt:>d to Amortize Sub-Program Options 

Unit Sales 
ilrice 

2~333 

3,489 

3,956 

Loan Amount ------
Per Family 

$285 

665 

950 

2,100 

3,140 

3,560 

67-667 

668-1333 

1334-2222 

Loan 
Terms 

5% dO\o."!1 payment 
5 years - 12% 
5~~ down payment 
8 years - 12% 
5% do\V11 payment 

12 years - 12% 

10% down payment 
25 years - 12% 
10% down payment 
25 years - 12% 
10% down paymen t 
25 years - 12% 

5 years - 12% 

8 years - 12% 

12 years - 12% 

~C)n t hlJ.'. 
Payment 

$ 6.33 
$ 6.33 

10.82 

12.49 

22.13 

33.09 

37.53 

1. 48-14.83 

10 .84-21. 68 

17.29-29.20 

Maximum % 
of Family_ 

Income 

8% 

12% 

13% 

25% 

25% 

25% 

15% 

15% 

15/~ 

Mini.-!\,'JI:. FaIlI~ 
Income Nedeed 

$ 79.17 

90.20 

96.07 

88.53 

132.38 

150.09 

9.81)-98.89 

72.27-144.53 

116.8U-194.67 



TABLE V 

Lm~EST mCOME PERCENTILE REACHED BY PROGRAM IN SEVEN REPRFS:r.:r-;TA'l'I\~ CITIES 

Sub-Program Cities 

Lima Arequipa Cuzco Chiclayo Iquitos Piura --- Trujillo 

I Water and Sewer 8 33 36 25 16 28 21 

Electricity 6 27 30 19 11 21 16 
,b 
N 

Water, SeWEr and 
Electrici~ j (combined) 9 34 39 28 21 31 25 

II Elemental Core 7 32 36 25 16 28 21 

Basic Core 23 47 37 41 

Elemental House 30 42 

For notes on Methodology, See Annex I 
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was r.ecessary to compare the monthly income needed to amortize the 
103.l1s, with the degree to which those loans are needed and afford
able bj the families in representative areas. 

1\ssuming that anyone able to pay for bc:.sic services 
would do so in order to receive their benefits, the question of 
("frective demand then becomes: Hew many families both need sc::vices 
dnd urc abl.e to pay for them? The following explanation of Tc~Jle VI 
I,ill show how, by eliminating the families alr-=ady being served, 
l'liminatirlg families which cannot be served because their incc']e 
is either too high or too low, anc comparing these figures wit:1 the 
income di3tribution of families which can be served, ill1 estim2te 
of effective demand can be ascertained-.--

Columns 1 and 2 of Table VI (taken from the lSl72 
National Census) list the number of dwelling units and the percent 
in need of electricity, sewer and water services, in the urbar, 
areas of the provinces in which the seven cities are located. 
COlillrul 3 lists the lowest income percentile that can be reachea by 
each of the basic services as was described in Table V above. 

Column 4 relates L'1e need for services to the 
ability of families to afford them. It has been ass'Llr.led that '.::.here 
is a high degree of correlation between low income levc.:ls and i:he 
lack of services. Column 4 ("overlap") then, shows the percer,tage 
of inhabiled dwellings which lack service, and whose occupants would 
qualify for the proqram. Column:'· shows the estimated demand n\uneri
c~llly • 

1\s can be seen, a high proportion of d~mand is found 
in Lima. The investment required to meet the needs in these S2ven 
selected cities alone is US $160.5 million. Assuming inaccuracies 
in the effective demand ~alculations of 10% - this portion of the 
HG program will still only reach about 9% of the demand in the 
urban areas mentioned. 

ii. !1arketabilHy of Sub-Program II 

1\ primary criteria for project selection is a request 
from an organized housing association, cooperative or other or'janiza
tion which has Gxpresscd active interest in obtaining basic ho"c:sing. 
Fortunately, there are many such groups throughout Peru and tr_l! MOHC 
has presented a list of 19 proposed basic housing projects, m~~y of 
which could be funded through the sub-program (See Annex J ). 



City 

Lima 

Arequipa 

Cuzco 

Chiclayo 

Iquilos 

Piura 

Truj illo 

!!I & ~I 

s/ 

M 

~I 

TABL~ Vi 

~FF~CTlVE DEMAND FOR SERVICES IN SELECTED CITIES 

l. 2. ~L 4. 5. 
No. :If Percent of INd:!.in~s Lowest per~enti~e That Can Effective 

In!1abit.::d Needing Services '£./ Afford Services ~/ " Overlap " ~.' Demand 
Dwellings !!/ ~lectri'=.~ Water & SeIJer P.Jectricitl:' Water ,. Sewer Electricitl:' Water & Sewer Electricity Water & Sever 

545,450 26.5% 25.6% 6 8 20.5% 17.6% 111,817 95,999 

60,116 32.7 40.0 27 33 5.7 7.0 3,427 4,208 

,26,917 30.9 34.8 30 36' 0.9 ~/ 0.0 ~/ 1,346 !./ 1,346 !./ 

48,042 45.7 57.8 19 25 26.7 32.8 12,827 15,758 

17,55& 45.3 47.4 11 16 34.3 31.4 6,022 5,513 

34,518 61.5 63.9 21 28 40.5 35.9 13,980 12, )92 

61,504 53.5 53.9 16 21 37.5 32.9 23,064 20,235 

------

Electrical Connections at $300 - $51.7 Million 
Sever & Water Hook Ups at $700 - $108.8 Million 

Total Investment Needed to Meet 
Effective Demand $160.5 Million 

TOTAL 172,483 155,451 

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

Extra~olated from 1970 Census Data. These figures correspond to the urban areas of the provinces in which the lelect~J cities are located. 

From Table V 

See text pps. 39-C"Overlap" is a measurement (expressed as a percentage of i.nhabited dwellings) of those target group familiea who can afford 
basic services but are not presently being served. 

1.1 thoup,h "Ov"rl"p" lind Thporeti CAl ~ffpc·t ive f)p",~nd verI'! IIll'1Ol'It non-e"o stpnt for Cuzco r a more rf!(l.lijstic fiRure of 5% vaa used to .sti_te 
the number of tllrget group families who could be benefited by che program in that city. 

• • 
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Furthe.l.--r!1ore, AID experience with the 015 million 
Urban Reconstruction Loan verifies the existence of many orgc:
n.i.z0d huusinCj associations in the area served by the :"oan which 
have been unabh- to obtain financing because all funds arc 
;llr::L1dy cOJ[1;nittc'd. The project selection process w1dcr that 
10a11 is nov; compll!tl', but of the 147 projects identified, only Gl 
can ::JC funded. l>lo~t of these projects are for the provision of 
services and basic infcistruc;turc but many of the unselected ~)ro
jccts Wl!re in fact for bilsic housing. These projects wil~ be. 
reexamined with the r::riter';'a of equitable geographic distribu
tion of the new program; ar,d it is felt many of these projects can, 
\'lith a minirmun of modifications, be included in the program. 

The inclusion of these already i·lentiL.ed projects, 
some of which have plans developc::;', as .... ell as lists of par'·ici
pants, will assure a short implementation lead time, especially in 
the first t\.'o yedrs of the program. 

Projects under this sub-~ogram may also serve 
groups of families which need imrnediate relocation. These groups 
would include families whose present location is overcrowded or 
represents serious health hazards, or could include families who 
have participated in organized land invasions into acceptable 
sites. y 

iii. Home 1rnprovements 

A large number of families, otherwise qualified 
for assistance under this Loan, already live in dwellings which 
arc served by water, sewer and electricity. However, their i:1tra
domiciliary facilities may be inadequate or in poor condition. 
For exa~ple, examination of census data reveals that throughout Peru a 
large number of houses with water and sewer facilities have r.o bath
ing facil~cties. Other improvements will be the addition of an extra 

Y l\ dramatic example of this last was a recent invasion by :Tlore 
than 5,000 families onto a site in down town Lima which is 
sutject to heavy polution from a foundry, floods from the 
poluted Rimac River, and is crossed by high tension electric 
lines. The GOP is relocating these families onto vacant land 
somewhat further from the downtown area and is providing ser
vices t.o all the sites and a basic house. These families will 
be charged with the repayment of the cost of He services and 
houses, and evidence indicates the relocated families arc able 
and willing to pay their share so long as they can obtain secure 
land tenure on the new sites. This situation was forseer. and 
the GOP knew the invasion was about to take place for more than 
a year. However, due to the lack of resources nothing was done 
before the fact. 
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or replacement of a rc f. 
$1,100, approximately 900 
improved. 

By pro
homes of 

This sub-progr:un due to its small size and in
novative nature, will be limited to a few carefully selected 
areas both in and out of Lima. J..JOans \Vill be made on an individual 
basis with r.enns depc.mdent on the an,Clunt of the loan and finaricial 
condition of the borrower. Minimum lc.ans will be for S/.3,000 ($67) 
which c0111d be for electrical outlets, a toilet or other small 
improvelllcnb. r-laximtnn loans cOuld be for S/.lOO,OOO ($2,222) which 
\,/01.11d be for mCl.j 0 r coobincd improvel.'.ents such as adding rooms! 
major r-lumbiJl<j jobs ... md intern'l wiring. In all cases the bo:rowers 
final1cial Cii +~uCltion will be closely exami:lCd by the AdministrCi.tor 
to as~ure the borrowers arc eligible for the sub-program. 

Successful impL.!mentation of this sub- pr:ograrr. will 
demonstrate that the Mutua]es usi!1g their own funds, will be ~le 
to make major contributions towards improving living conditions in 
existing urban areas of Peru. 

3. ~pread Eff8cts 

'1'he implementation of this low will have certain W1quanti
ficable but significant spread effects. 

a. Expanded and Strengthened Institutional OUtreach 
to Lower Income Groups 

The Nutuales and the agencies of the BVP will be the 
major Pro;notcrs of the home imprcvement sub-program. Up to r.:lW 

experience in this field has been limited to medium income gr.:mps. 
The program should demonstrate the financial feasibility of €x
tending short and medium term credit among the squatter settlement 
and ~.ow income communities. If results are positive, the mutual 
system can be expected to extend a larger portion of their rE
sources to lower income families. If necessary the BVP has t:1e 
ability and is willing to require the Mutuales to continue hooe 
improvement efforts. Likewise, experience will be gained on 
savings capacities of tJ~se same groups and the means best tc tap 
these resources. In short, expanded credit delivery and monitoring 
systems for the urban poor should result from the program. 

b. Market Rate Loan 1 

The utilization of market rate financing (currently 
about 12%) for programs aimed to serve the needs of the urban poor 
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i:;; ..1 major purposv of Lhis program. I \ is L'X[x'ctl'd that thi~: 

,1i'P!-O~lCh \-:il1 b" r.cpli;:Jtcd on .:l conl lJ,\,lllC; b.l5L; ,:me..: till' 1!l~ 

fund!; iln' "xl1,'\J~,t!'d. 'I'lw e:xperi'~nc..: Q,l1.11<'d in this program could 
lIclV": impclc\ bcyoml th,' borders of Peru, cmd should be of int..:rcst 
to other Latin l\merican and developing cowltries. 

c. Roll-Over of Horne Impl"Over.lent Loan 
t 

Short ter:" loans are contemplated for the home 
improvement profjram, which will enable the BVP to relend the HG 
resourC8S several tbncs over, thus having a multiplier effect. 
It is expected that t:1e implemen't:ation of this program in a siven 
locale will increase awareness a.."'1d demand in neighboring com
munities. 

4. Social Consequences 

a. Participation of Target Group 

Participation by the people to be benefited by this 
program is a sina CJ;ua non. Conununity organizations, housinS 
cooperatives amI Lhe like will be the local fulcrum around which 
each project.!/vJill evolve. In many cases these groups will 
continue long past the project Lnplementation stage, for the 
purpose of assisting the residents to expand their core Unit3. 
The ability of the goverrunent to meet requests for basic services 
and shelter will serve to stabilize an otherwise potentially 
volatile situation, and will have provided a useful mechanis~ to 
stre~gt~en and refine local community action programS. By pro
viding the resources ~o address these basic needs the Prograr.. will 
hel[' to instill a greater degree of self-esteem and con£idence 
amons' the target population. 

Recent experience with target group participation is 
illustrated by a meeting of ORDEZA officials with representatives 
of the 52 "Pueblos Jovenes" in Chimbote, 25 of which will beaefit 
from basic services under the Urban Reconstruction Loan. The 25 
were concerned about the monthly payments and tenns of the loans 
and asked about the possibility of extending the repayment period. 
When it was explained that if the term were extended the other 
group;:; \'lould incur corresponding delays in projects serving them, 
they unanimous elected to amortize the services loans in the 
shor:est possible time. The residents of the "Pueblos Jovcnes" 
display a high degree of internal participation and a strong 
concern to improve the lot of others in similar straits • 

.!/ The Home Improvement Program of course works on an individual 
oasis. 
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b. Employment 

Direct employment will be created during the course 
of constructing the physical structures of the projects. FUrther 
employment will occur as recipients improve their intra-domiciliary 
system (eg. toilets, showers and electrical outlets). It is 
anticipated that much of this work will be carried out infor:~ally 
by th'C! recipients themselves. Possibilities of more formali2ed 
home. improvement efforts will also exist in conjunction with Sub
Program I and II projects. 

c. Rural Displacement 

The program is intended to alleviate conditions 
resultirJCj from :rural displacement. The "Pueblos Jovenes" ar:.! 
popt',lated by people who have left rural areas seeking jobs and 
improved living conditions. Providing amen ities in secondar.' and 
terciary cities may help to reduce migration to Lima. GOP huusing 
policy explicitly calls for support to these other urban are~s. 

d. Health Implications 

The provision of basic services and shelter will 
create an environment conducive to improved health condition,;. 
The director of the health and nutrition clinic in tl1'c well k .own 
"Pueblo Joven" Ciudad de Dios in Lima indicates the: !:Jrincipa~ factor 
in improved heal'th and nutrition in ti1e "Pueblos Jovcnes" is ~he 
availability and distribution of potable water ilnd the provi:_ion of 
modern s';'.oJer services. The use of pure water virtually eli:Lndtes 
Lhe incidence of gastro-intestinal diseases re:L.lted to drink ~n9 
contar.linated water. Also, especially among chilllren and eld. rly 
peop'.e, a hi .. : correlation exists between the drinkir'.g of ir..'urc 
water and continUed malnutrition. By providing a secure sOUc'co 
of potable water the program also encourages improved personul 
hygiene, more sanitary food preparatior, ald will serve as a : ,ajor 
step in the process of improving health and nutriUo!'. condit...ons 
in low income neighborhoods. 

The use of modern toilets will eliminc:.te the pre:~ent 
situation of indiscriminate defecation and thereby reduce th~ 
contamination of food by air-borne vectors such as flies. 

Basic services, coupled with a basic shelter, wi~l 
also ::reate a more sunitary horne environment with fewer places 
for insects and rats to hide in. By making it easier to mai:-ltain 
the horne in a sanitary condition it is assumed the recipients will 
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n~ ;) lize benef its f ar beyond the scope of the initial reach of the 
progr am. 

c . ~cccss to Credit 

A principal purpose of the program is to extend credit 
fac ili t i es and sys tems among the urban poor. Experience in many 
countr i es demonstrates lower income groups make good credit risks, 
and t he proposed progr am will test this assumption for Peru ~ 

f . The Role of Women 

Women in margina l communities including the "Pueblos 
JO enes" a r e usually t he family members whose duty it is to carry 
',J e r , disposc of garbage and sewage, clean the house, and 
gencr~ l ly be i char ge of maintaining the physical environment in 
Li arow d thc louse . The HG Program, in improving the physical 
IS'ets of the Target Groups homes by providing loans for the 
provi!jion of wa t e r , sewer, and e l ectrical services (Sub-Program I), 
asic , s' nit r'} , shelt e r (Sub-Program II), and home improvements 

- rogr III) will c l early have a positive impact on the 
co t ~ tl.ons of worn n and their families. Women, as members 

of f '''11 ' '5 , w' 11 sha re in the benefits of the program and, as 
L. aC:s of f , U ' 5 , will b e equally eligible with men to participate 

. 

W j en play an active role in the informal buildL~g 
nI, S exempl ified by the "Pueblos Jovenes". They 

rep ir , ma i ntenancc and even construction along 
Thi s wi l l be continued and encouraged under t~e 

. . 
Peruv i an Economy 

':'1 P ruv ian economy has performed poorly during the past 
yc: rs , disc H ently characterized by: (1) dwindling foreign 

xC.dn~ r ese rve s (Peru suffe red a $543 m~llion decline in its net 
rnatl.on 1 reserve pos ition in 1975), (2) a worsening of foreign 

t r de balance (s lipping from positive $108 million in 1973 to a negative 
S1 , 113 mi llion i n 1975), (3) accelerating inflation (officiql 
figures , ca l culat ed in the Consumer Price Index, increased from 
1 percent in 1974 t o 24 percent in 1975), and (4) a lowered r ate 
of grOWth (a decline from an average annual increase in GDP of 
5 . 9% i n the period 1972-74 to 4.0% in 1975). 
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The rcasom for Peru I s poor economic perfonnance in the 
recent past arc complex. The major reasons may be summarized 
aE: follows: 

1. Worldwide inflationary pressures occasioned by 
rising petroleum prices and rising prices of Peru I s other imports. 
Peru is currently a net importer of petroleum, and will continue 
to be until 1977 when the Trans-Andean pipeline is completed. 

2. The substantial expansion of the economic and entre
preneurial role of the State, many facets of which have required 
large initial capital investments and will not enter the pro
ductive stage for several yearso This has occasioned a sub
stantial increase in capital goods imports required to carry out 
Pe"~'s ambitious development plan (large-scale irrigation works, 
nilli.ng development and c:h.-pansion, the development of a majo:::
inclustriill complex in Bayovar, and pipeline construction. 

3. Decreased export earnings during 1975, as a result 
of lowered commodity prices and incomplete recuperation of ~he 
fisluneal industry which declined drastically in 1973; 

·1. Private investors have been discouraged by industrial 
community legislation and uncertainty over the working aspects of 
the new Social Property sector; private investment has thus lagged 
md as a result has not been able to offset the sharp contrclction 
of 2ublic savings occasioned by massive public sector development 
projects; 

5. In 1975 both agricultural and industrial production 
grew at slower rates than the annual averages attained durir.g the 
three preceding years. Agriculture grew by only 1% in,1975 which 
has had the effect 0::: requiring additional imports of basic com
modi ties, such as wheat, milk and meat; 

6. Since the current corrnnercial interest rates are lower 
than the prevailing rate of inflation, private savings have. been 
discouraged during the past two years. C~edit has thus been 
extremel~' tiS'~t d:.lrLlg t.his period. 

In January, 1976, the Minister of Economy and Finance 
announced an economic recovery program designed to alleviate the 
major problems. Primary attention was given to the need to 
stirnulat8 agricultural production, cut public sector expenditures 
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and increase industrial productivity. Measures taken since that 
time have included actions to discourage strikes and work stop
pages, r~moval of most subsidies on agricultural foodstuffs in 
ord .. ~r to increase OIl-farm wages and incomes, and effective 
limits on wage increases in both publi.c and private sectors. 

Peru's ambitious dcvelupment p_an will require continuec 
massive capital expenditures over the next decade, but the 
current balance of payments crunch should be somewhat allev:".1ted 
beginn~_ng 1977, when the CUajone copper project comes in-::'o pro
ductior:, and other projects begin to produce. Additional foreign 
exchange should accrue in 1978, when the oil pipeline is in 
operafun. 

2. GOP Capacity to Repay 

Despite the current economic pr~blems which Peru is facing, 
its capacity to repay the proposed Housing Guarantee should not be 
impaired. Peru's externc:..'. public debt outstanding as of December 
31, 1973 amotmted to $2,151 million (of which $1,491 millicn had 
been disbursed), and the subject loan would amount to appro::-.:imately 
one percent of that total. As Peru's productive capacity develops, 
and particularly by the time that principle payments are due: the 
country should be on a much sounder financial and economic footing. 

3. Economic Benefits 

It is difficult to quantitatively measure the benefi.ts 
which accrue from an addition to the existing stock of adequate, 
safe and sanitary housing -- e:3pecially in the case v'f a les3 
developed country which has a large ~xisting housH.g deficit. 
The net economic benefit to the country is frequently assesGcd with 
reference to the stimulation of the construction industry which a 
new housing program entails, and this in undoubtedly a real ~nefit 
in mon8~ary and fiscal terms. The construction industry is tra
ditionally one of the areas v.'hich is capable of absorbing lc:..rge 
quantities of unskilled labor, and as such directly affects the 
income levels of the lower economic sectors of the economy. As 
inc~ne levels rise, there is a multiplier effect in that the 
demand for goods and services increases, and production is stimulated 
and increased taxes flow into the public treasury. There is a large 
unskilled labor force in Peru and this labor force has a high per
centage of unemployment and underemployment. Income levels are 
correspondingly low, and family incomes must be supplementea by 
several members of the family working on a part-time basis. During 
the construction phase, the types of construction anticipated under 
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the lIousi! 'J GUal.'antct.: program will proviJ.:: ~mployrn(!nt to lower 
inCOl:1e farr.ilic:s. Si:1ce program compo"ents will be labor
intcns.Lvc, the implel',(~ntation pl"..ase of the program \Vill help to 
alleviate unoercmployr.1ent and W1employment. 

P"\.p.-,~-t 1 rOLl stimulating the construction industry, tj-,ere 
arc other economic h;nefits which will result from the improved 
housing p'r~. Theejc arc difficult to quantify, si!1ce the 
bcnefii:s from lOh-co..;t housing are not easily quantified in 
traditjollcll ,-,eenomic terms. 

Fic:.;t, the p:c(.)posed llG prograr. ir. Peru will serve to 
effect d distribution of income towards lower "i.ncome families 
participLlting in the program. Sub-leans IClade to participati_:J.g 
Lmili,es 'vlill curry (1 fixed interest rate, with t!:e 'Joverrunc::1t 
-!s:3\JminC] I.-is}: in lXls.:iible exchange rate changes. While the 
ckl:ernun :ltion oi the interest r2.te is subject to AID-{;OP-
Inn~stor ncgoti<1tion, it \Vill undoubtedly be well below the 
opportunity '::O~Jt oI L.:dpital (15-20 percent in real terms). ;-\1-
thoU(3l1 :l ~)rojcction of th'_' rate of inflation during the next 
decade v10uld h::; highly speCUlative, the Lima consumer price j,ndex 
increLlsul ;11:.:1n c!"/crueJ(: ~ ... nnual rate of 'J. 2 pcrcent during thc past 
clecCldc (10(,:;.-107'::». It is obvious that participating famiLJ:!s are 
likely to be the recipients of "' monetary transfer ir. the fol.'"Il1 of 
,\ <]1.)\'ernr:-lc:1t subsidy in th.:~ ClmO\.'l1t of the spreild Lctwecn the present 
;-;O-t5 percent inflation rate, anc. the opportunity 'Jost of capital 
and actual su1:;-loan intt_rest l'a.tC. Since the GOP is active:_i' in
terested in cffectinc] [lrograms v .. hich promote redist:!:"ibution uf 
income to tJ1L: 10\'ler L:cOYlOIr.ic strata of <:.h8 population, the p.coposed 
IIG \-'ill provide a vehicle for ir',plementing this lXllicy. 

Sc:cor,d, then.! Clre cconoE1ic bL:neiits H11ich derive fro~,1 

improved he.:llth Clnd J:lotivation v!hic11 arc ilssociated \>lith good 
housin'o/. 1>lajor hCillth hazards .;;.re clos:'~~' identified with t:.::=ban 
SlUJ~l living, z;.nd the bulk of "PueLlo Joven" :;'-.IC'L._-~ in Pert~ live 
in arci.l.S \·.'i1ich ilrc def icient in even such basics ab \'late!:: ~,,'i. 

sevlClge. il.s a result, infant mortality is high and the most I]re
valent childhood illness is severe de~ydration -- b:cought 2~OUt by 
contamined v/ater supplies. In adults, unsanitary living cor,:litions 
cause cIn"unic illnessc~, l'lhich lower national productivity t::..:.d bring 
lower economic strata faI:1ilies I income even 1011er. Poverty :'1as been 
described as a "vicious circle" -- and in the case of housing this 
condition is evident: sub-standard living conditions bring about 
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conditions; dete riorat d health c nditions 
r oduct ivity and income; lowe r ed pr ductivity 
'ally indicate a low c apability to pay for home 

shelter conditions are one way to break thi s 
vi\~ ious circle . By providing basic sanitary services, chil en 
,.ill be give n a better chance to ~ead healthy, more producti ve 
lives, learning abill.ties should be improved, and they will be 
able to s ecure more equitable employment when they enter the 
j ob market. Improved health and motivation among adults as a 
resul t of more secure housing and basic sanitation can only 
lead to greater productivity. (See also Part III.C.). 

Third , improved shelter and housing t ends to increase 
social and economi c stability through increases in the capital 
assc~s controlled by the target lower income population. Generally 
speaking, the ave rage "Pueblo Javen" resident is the product of 
series of migrations . One generation may move from rural areas to 

provincia l c apital; the first move to Lima i s generQ ly to inner
C1ty tugurios or hi gh- density urban core slun areas; several moves 
\"ithin the inner city may follow, with the f inal! move to a outer
ity "Pueblo Joven" . 

The ins'tability which t hese multiple moves occasions is 
ref l ected in both economic and social insecurity. During the 
course o~ these moves, it is frequently difficult to maintain 
one job, since new locations may be too distant from previous 
places of employment. Social insecurity is a product of unsafe 
neighborhoods , f~ ent robberies and high incidence of violence. 
These insecurities nave a distinct economic price, both to the 
individual and to society as a whole and while \"e cannot qlla: tify 
this price, it is evident that a decent environment and permanent 
housing in safe areas cut s the economic t0JP significantly. 

E. Other External Assistance 

The GOP is presently receivin assis tance i n the Shelter Sector 
from AID and t he Inte r American D elopnent Bank. AID programs 
include a concessional Urban Recons~~lction Loan of $15 milli on 
\Yl.th a counterpart r equirement of $10 n:i! . on, and. a Housing 
Guaranty Program of $28 .3 million . Bot};, p to 
areas affected by natural disasters; a majo ea r th 
flooding. The BVP is the administrator of th two programs. 
The "Organisrno Regional para el Desarrollo de I Zona 1U:ectada" 
(ORDEZA) is the prime executing agency for the Ur n Reconstr uc-
tion Loan and the Ministry of Housing and Construct10n (MOHC) has 



in the last \:wo yt;ars, played a simild!: l'ole ~lJ: Lill' i!o\.bing 
Guaranty ProJLln. Bc,th program!:> arc ',.;ell in to con!:'trllctior.. 

Tht: IDE pro(jran is ,~j four ye.1r concessional loan in the 
illTlOWlt of ~3(j :~:lllion . lith a matching counterpart requirerner.-.:.. 
Tnl' IJLT)9rcur: ole, Lt.·in L] \.!s(,d to buijd both basic infrastructure 
dnd provi:";lon of water' and sewer services in 27 cities exclt:.ding 
Lima, JI!:cquipJ and Trujillo. Th-~ "Direcci6n General de Obras 
SanitL,riCls" (DGGS) is presently implementing the program. 

The World BaIlY. (lROB) is prEparing to funu a $21.6 million 
10Lli1 'with rnJtching counte1~part, ' .... hich will be administered b~r 
the EVP. The progran is restricted to Lima and JI.rcquipa, and 
\-Jill be us(~d to fund sill'S and services, and basic d.'1d local 
infrastructure project,,;, ,'lS well as .i.ndustrLll park~:;, access 
l'();ld~; ,Ind hf'-11th c('ntC'r:..:. The 2reas and specific [;ites to bl: 
funded nave already Leen selected. 

Tlw '{lest G(;IlTL,:m Go'.'\. rnment is considering a loan of approxi
mately ';>10 million t.O "Empre::.;a Ge Saneani'_'nto de Lir..cl (ESAL) to 
increase the \,1i:JtL:r Ciupply in Lirr:a anci to providc water dis
tribLltion sy::.;tcms to sclr.,;ctcd areas <'Jf the city. 

'rhe proposed lIe:: 'dill complement ·these programs. For exc.;-~ple, 

lIC funus "Lay be used '_0 provide local services related to 1D.3 

funded ,"usic ll-:.iyustr-u,,;ture in provincial cities. The demar.:1 for 
basic servicc~s is such, thi1t it grcutly ~xc,'(~ds the financiL'~: to 
be av~.iJ.able under the four prograrn:~. Since most of the prcjects 
finance;:} by other donors, and a good part of the HG projects, have 
already been iaentificd, the probability of um:anted overlar: will 
be mlnimal. Finally, an important component of the rIG will ;:,e 
the bas i.c she 1 tl: r prosr am, inc luding home improv(;mcnt loans, for 
vlhich, no funds have been earmarked ir. the other externally 
assisted progriuns. 

The EVP, the adm::'nistriltor of the proposed !lousing Guara:'lty 
Loan, v:ill j',.J.vc ~;U£f:cJ_ellt techLical a:1d managerial pcrsonnc:" to 
carry out it::; fW1ctic.ns under both the liG and World Ban}; prc~irams. 

While the Bank has continued responsibilities in the AID prc~rams, 
those ls.:: . .';::; ~re well into executiO:1 and will Leach their Ter.-:1inal 
Disbursement D'ites ir. the 1st ar.d 13th months of the New HO'l,:.:;ing 
Guaranty. 

In develL'~Jing the b/o new loans every effort :1':'S been made to 
coordinate their operational processes so as to facilitate c:,ecu
tiol! with a m5.nirnurn of ccnfusion. The programs are differem:. in 
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that the tyfX' of projects to be carri<>n out IInnf'r the' lIousil~(J 

GU.:1rLlnty .:11"e morc limitt~d and the geographical dl"t!Ll covered by 
the \oJorld I3anY. Loan is specific to certai.1 sections of Lima, 
and to Arequipa 

The wat<.;r and sewer agencie:o are not expected to have staff 
capaci.ty problems either since the cost of the projects to be 
buiJ.t under the various programs include fees to be paid to the 
agencies to hire personnel as necessary to carry out the prGgram. 
The increased staff thus provided should elimillate a.'1y potel:tial 
workload difficulties. It Hhou::"d be noted that DGOC has al::eady 
identified and commenced dosign ':lork on most of the projects 
which it intends to carry out under the HG program. Other t,lOHC 

departments which have important responsibilities in the Shelter 
Sub-Program are not directly involved in the IDB or west Gel~any 
Loan and play a lesser role in the World Bank program. 
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Part IV. Implementation Planning 

Thl' !'l'nIVl:1r1 1l(1w;ing Bank (Banco de 13 Vivienda del P<.2ru-
IW1') wa:-; vstabl ished in 1962 to promute investment in the hCJsing 

sector, to provide hLlu~;ing and related loans and to administer the 
Savings and Loan or ~lutlJal System. BVP finances housing, infras
tructure, urban renewal, rehabilitation, community facilities and 
L'x;JL'rimentdl ilou';jng projects. In carryillg out these program:ci the 
iWI' works in ,'onjunction with nor;native and operdting agencies such 
;1:-; tll!' 'linistry of ilol;sing and Construction (MOHC), Elnpresa c.", 
SarH',:lJrlenl(1 de Lima (F:SAJ.) , fmpiesa df' Saneamiento de Areql.i_pa (ESAR), 
Elec::roPeru and Empn'sa de Admini~3traci6n de Inmuebles (EMADI?ERU). 
The BV!' is headqllartcred in Lima and has five branch office i;1 cities 
which are to small to support a Mutual. 

Thl' Bank has :1 ll>ng history of experience in operatin; AID 
financ,'d hou:-;ing progr:lms. In 1961, .1 $7.5 million AID loan to BVP 
provided the SL'L'd capital for initiating the S&L System in Pc:u. 
SlIhseqllL'l1tlv, tIll' IlVP received a $6 million loan for housing ,'oope
ral ;Vl'S and aclministf'r,'d a serie~ of priv:ltely sponsoj'L'd hl)us~ng 

guarantv pro).',rams with a total value of $17.7 million. PreSl;ltly 
it i-; carrying out a $28. J millicn housing Euaranty program ('.3 well 
:15 a $15 million concessional loan for reconstruction in disC'.ster
torn ,'.reas of the country. 

T!le BV!' shall be both the: borrower and the pr~me administrator 
of this housing gULlranty loan. As Administrator, the BVP sh;:.ll enter 
illto BasiL Operations Agreements with the MOEC and other ager .• :ies 
which specify roles and interrelationships, and shall also e}:ecute im
plementation agreements for each sub-project with the appropriate par-
t icipating entity. Br~lI1ches of the BV wil1 also be utilizec'to carry 
out loan financed projects. The BVP shall be responsible for allocat
ing funds amongst projects, reviewing and approving plans, ir.specting 
con~ruction, financing participating agencies, and requesting disburse
ment from AID. 

The BVP has proven its capabilities in the operation of previous 
AID loans. ~lile the Urban Reconstruction Loan was slow in starting, 
the nature of the program was most complex and required additional 
time to organize properly. That Loan is now making excellent progress 
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and in many re~pects ~erves as a model tor the new Housing Guardnty 
program. 

In recent year~ the Bank has had increasing experience i~ serv
ing the nl't'd~ (,1 the puor. Includint', '_he Urban Reconstructi,,!) pro
gram, the iLwk wi: 1 have made 8'),000 luans to lower income f..;:nilies 
in Pueblos JuvL'n(·s. ThL' prof('s~iCJnal st']ff ot the Bank, all ,)f whom 
will bl' aV,li lab1,' Lv ',.JL)rk with this program .:.md the concurre;,:: World 
B'ink Loan l'cll;:"i",t:, of ~l Administratur:", lb Lawyers, 45 Acco',.:1tants, 
16 ~conumjst~, 18 Engineers Jnd 2 Ar,hitects. Four addition 1 engineers 
wi 11 ill' hirL,d Lo augmL'nt the techni Cd 1 stat [ prior to the co:"uencement 
of pnJJt.:cL dLliviti(!~. The two AID [,f(Jgrams \-Jhich th<: Bank ::dministers' 
are in tht.: cunstruction phase dnd the Bank's workload will be reduced 
as these programs drc c~npletL'd in late 1976 and 1977. 

2. Suh-Program Administrators/Executors 

EXl'cuting dscncies w~"11 rcceivl: fees which are includ''!d as 
a project cost. 'Ihese lees Ilill provide funds to hire staff 1:0 de
sign and superv:ise prujects during cOl1structlon. The agencic::; ex
pected to pI<1Y il milj or rol e 'in the probro.m are as follows: 

0.. ElectrnPcru 

ElecLroP~ru is an autonomous public corporation unjer the 
general direction If [he Ministry of '~ncrgy and Mines. It c(',1trols 
all electrical production in the counlry either direcrly or t~rough 
ownership of 0. r.1ljority of the sto·..:k ·r till' ~lss(jciated elec!.r"ic com
panies. Its responsibilities are to increase total electric ~upply 
and to exp.:md the system to serve all segments of the populat ~on. 
More than 70% of the supply is hydrocl (,ctric in nature. Serv ~ce can 
be readily afforded by most of the urban poor and it is chear,~r than 
a] ternative fuels. ElectroP~ru has b:·en very effective in e::)anding 
service in "Pueblo:: Jovenes "i.1 Lima o.nd other citi es in recent. years. 
Its performance 1[1 the Urban Reconstruction Loan has :)een cOI:3istently 
high. 

b. Direcci6n General de Obras Sanitarias (GDOS) 

111e DGOS is a dependency 0 - the ;-1:inistry of Housi),.~ and 
Construction (~1011:::) arld is responsible for water and sewer irl:ras
tructure throughout the country excepting Lima and Arequipa. It is 
charged with increasing the supply of water and promoting, e~ecuting. and 
administering water and sewer projects. In "Pueblos Jovenes" it 
often works in conjunction with SINAMOS in the planning and "romotion 
phase. It may construct projects directly although most wor~,: is 
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carried out by contractors through a bid system. It is an im~ortant 
participant in the Urban Reconstruction Program where its performance 
record has imprllved. It should be noted that Deos has alread" iden-
t ified hJ projccts which could be construeU'd uncier the progr::m. 

c. Empn'siI de Saneamiento de Lima (ESAL) and 
F:~J)_r.:·s ,~~l (' S :llw;lmi en to de A req u i pa (ESAH) 

TIlL'S(' two PJblie authorities arc responsible for all "'/ater 
and sewer projects in their respective cities. They carry ~Ui their 
tunct.ons in a mar.ncr similar to uGOS, working closely with S:':NAMOS 
in "Pueb]os Jovenf~s". Although in the last few years AID has not 
had direct experience with ESAL and ESAR, their staffs are co.lsider
cd to be lligh]y competent and they have effectively expanded service 
in recent years. Basic operating agreements with regard to t',e Hous
ing Guaranty Program arc presently being prepared between eacn of 
them and the BVl'. They too, have identified 7 projects in Li;ua and 
16 in Arequipa that could be financed under the Loan. 

d. J1inistry of Housing and Construction (MaliC) 

The Ninistry is responsible for the overall planning ~nd im
plementation of housing and urban development programs. In addition 
to t~lL' "Direceion CcnL'r,ll de Obras Sanitarias", its major divi.-;ions 
\"hieh will hdVl' :1 rld(' in the program an' its sectorial planning, pro
gramming. prll.iects and ,',lllstruction departments. 

l'hL' SectoriClJ PI;lOning Departrnl'nt is rebponsible for J,eneral 
planning studies, master planning and policy formulation in cJordina
tion with the National Planning Institute. Through its study process 
this department makes recommendations as to which localities ';hould 
be given emphasis in funding progcams to meet housing and urban needs. 

The Programming Department evaluates economic and social impact 
of potential projects, sets project parameters, and determin(~ project 
priorities. 

The Projects Department prepares all technical studif.s for MOHC's 
housing projects. Is responsible for soils, anti-seismic an~ topograph
ical studies, project engineering and architectural design. Lt also 
prepares project specifications and budgets. 

The Construction Department is responsible for the co~struction 
of all Ministry housing projects. This division bids and awurds cons
truction contracts, supervises construction and inspects housing pro
jects. With justification, it may also undertake direct construction. 
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Thl! ~Ijnistry of Housing and Constructior. has been an active 
participant in the present Housing Guaranty Program. In the last two 
years it has been determining program priorities as well as prepar
ing project plans. Svven projects (valued ,It $11.1 million) to be 
built undpr HC-OO'i/llOH will b2 carried out hv the Ministry. 

Tlll' ~.()HC: is L'xrwcting to pL1Y all impnrt,lnt rlllc in th(' hous
ing suh-program of this new loan. The Ninistrv is sensitive cO the 
neeJs of the pelor and lus made efforts to develop shelter solutions 
which are bl,th economical and attractive to the target: popula::ion. 
The Ministr:, has already identified 19 shplter projects in various 
par::s of the country which could be appropriately financed by the 
Loan. 

The technical and administrative stLlfl~; of the Minist·y are 
competl'l,l and of ~;;ufficient size. Its decision making capaci:y has 
bCL'n streamlined in the past year. The MOHC often works closely with 
the Housing Bank which is a major souce of its financing. Four direc
tors of the BVP are officials (if the Hinistry. Finally, the Ministry 
has administrative officE'S in many cities throughout Peru. 

e. t>lutuillcs (S:lvings and Loan Associat ions) 

SL'lel'ted 1'lutu,lles will havp major fl'sponsihilities In carry
illg llut tlll'lltlnll' improvell'\'nt suh-progr,lm. t\ cn'dit linE' will he ex
lL'nckd to 2-) Nutu.]les ill Lima and 3-'i Mutu:Jieo; in thc' provinces, which 
wi II oJlerate according tC) guidelines estahl ished by the BVP. These 
1'1utuales will work clirc~ctly with potential 10<ln n cipients residing in 
specific low income neighborhoods. They will be responsi~le for 
credit checks, p1an approv:.lls, inspections '.lOd }o,m repayments. Al
tho~gh home improvement loans for low income families are so~ewhat novel, 
Mutuales have considernhlc experience in carrying Ollt similar programs 
for middle income clientele. Mutuales may also participate ~.S sub
administrators for a number of the shelter projects built lInc·~r Sub
Program II. Thi s is a role that the ~'1'ltualef; i1.:lve traditionally filled 
1n previous HG programs. 

The Peruvian ~utual system consists of 14 associations with 69 
branches located in Lima and in the major cities throughout tile country. 
Mutu.11es are lega11y 1imited as to the total mortgage they Cu:l provide, 
and as construction costs rise their middle income m.1.ket is 1iminishing. 
The system is expected to undergo further change as the government con
siders the future role of Mutuales in meeting Peru's urban n2eds. All 
indicatio~s are that to continue to be relevant Nutuales will have to 
take a more vigorous role in serving the poor. That the S&L system 1S 
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already chilnging is evidenced by the fact that during 1975, Mutuales 
made 8,660 loans for hot:-;ing or home improvements of v:hich 5~% were 
not securt:'d hy mllrtgaF,l's. In the previous year only 27i~ of the loans 
granted were unsecured. 

1\ numher of th,' morl' aggressive Mutu.11es already h.1VL' ('onsider
;1111(, l'xlwril'll('L' working in":'ueblos Jovenes", howev( r, this ,'xp,-,rience 
is limited to fin:lI1l'jng water, sewer and electrical services. Discus
sions wich kt'Y pL'rsonnel of several Mutuales have indicated a general 
interest and desire to expand ser.-ices in"Pueblos 10venes" and other 
low income areas to include home improvements and housing loans. Since 
home improvement loans to lower income families represent. a :lew market, 
it can be expected that as the sub-program demonstrates the feasibility 
of this type of activity, Mutuales are likely to expand this service 
,)!1 their own account. 

f .. Empresa de Administracion de Inmuebles (EMADI) 

The Public Agency for the Administration of Real Estate (EMADI) 
was created in 1969 to manage public land, and housing and related fa
cilities built by the MOHC. Recent changes in the law also permit EMADI 
to construct housing directly, and charge it with overseeing the pri
vate sale of property. EMADI currently manages some 90,000 wnits of 
low cost housing, apartments and serviced lots, as well as commercial 
and industrial property. Returns on its portfolio are required to be 
reinvested in low cost housing and related community services. 

EMADI's chief role in this new Housing Guaranty Program will 
be to manage projects built by the MOHC. However in localities which do 
not have Mutuales,BVP branches, or administrative offices of the Minis
try, EMADI may also contruct shelter projects or administer home improve
ment loans. In each such instance the BVP and EMADI , .. ill enter into a 
project agreement setting forth the terms and responsibilities of EMADI. 

g. Sistema Nacional de Apoyo a la Mobilizacion Social (SlNAMOS) 

ST:\:\l-10S, which was established in 1972, organizes "P~eblo Jo
ven" residents and works with them in developing plans for ~he future 
growth of tli,' ir community. Planning of the "Pueblos 10venes" is re
quired by law he fore the individual resident can receive a certificate 
of possession for his land and before infrastructural services will be 
provided (See Annex H which describes the titling process). SINAMOS 
carries out the relllodelization planning process and is respOl~sible for 
relocating families when necessary to achieve an acceptable urban pat
tern. 
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In addition to preparing urban plans for "Pueblos Jovenes", 
SINAMOS will also estahlish the list of families which are to receive 
infrastructuLll services. This process includes income and credit 
rL'view~~ and is a task that SINAMOS normally performs for the utility 
compalllt.'S. 

Sincl' SINNIOS is operational in all regions of' the country, 
it is rlh]!' to fulfill its role on a nationwide basis, therefore in 
specific communities thL' BVP and/or MOHC may also ca:l upon SINAMOS 
to carry out the inscription process for shelter projects to be 
huil t under Suh-Program II. Al though SINAMOS has been undergoing 
rcorganiz3tion for the P3St year, its Office of "Pueblos Jovcnes" 
continues to function with no apparent loss in its ability to per
form. Operational Agreements setting forth the roles of SINtJ·1OS, 
b" 2d on those in use in the Urban Reconstruction Program (527-L-055) 
arc pre'CivlI t 1y he ing prepared. 

R. Administrative Arrangements 

1. Organization nd Coordinetion of the Program 

':.'he 13VP will enter into a series of basic operating agreements 
with til.' primary executing 3gencies, namely the t-IOHC, ESAL, ESAR, Electro
Peru Clnd associClted elC'ctric companies, and concC'ssionaries. The ope
rating agreement ~"ll set forth the responsibilities of each agency 
and svstl'IllS for c"ruination, from the timt' of project inception to com
pletion. Th.-· .lgreement will ensure the timely performance 0;" the respec
t ivl' nhl igat i"rlL; 'If each institlJt1.onal partic:ipant as well ab coordinate 
the i r roles. 

In . " : it ion lu t~e ope rat ing agreemen (; among the principal exe
cuting agencies or "recipients" there will be a distinct S;"t "f contracts 
for each srC'cific proje~t undertaken which will govern the rcsponsihili
ties of each of the part i ('irating agencies. These will include a Froject 
Execution C0nlrart, a Construction Contract and an fJministretion Agree
ment. 

In order to provide the resources for the necessary ~:tart-up 
costs to the BVP and sul'-program recipients an initial drawdown of the 
HG loan of approximatl' _ \' $1 million will be m,hie as soon as the first 
conditioz·. Pi,,·('(·,it.'nt has been met. This drawdown will be usee by the 
B'IP for disbursements to the respective construction firms or builders 
anu to the parti~ipating project execution agencies for deve~opment 
costs. As pro~L'cts are completed these construction loans and other 
expenditures will be converted to medium or long term ]0ans secured by 
the 1(1 ~ lowing: 
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1) Guaranties of repayment by the Administrator in the case 
of inrrAstrllC'ture prnjects. 

2) Fligihll' mnng;lges held by the Administr:ltl)r l)r tIll' BVI' 
ill tIll' caSt' IIr tIlt, shl'l tl'r and housing progr;lm, LlllJ 

J) First ur second mortgages, employer's letters of guaranty, 
third party or bank guaranties, pledges or other acceptable certifica
t.i,m of repayment, in the case of the home improvement progra:-1. 

TIle organization plan for the program which f~llows hos been 
prepared by the BVP and has been discussed and approved in pr~nciple 
by the t-l0HC, the utility companies, SINAMOS, the Ministry of Connnerce 
and Industry, and the Planning Commission. In large part this plan 
will be useo to implement both the HG program and the World BJnk Pro
gram. The utilization of similar procedures will markedly facilitate 
the timely implement.:1tion of both programs by the staffs of all par
ticipating agencies, especially those of the BVP and MOHC. 

a. Urban Infrastructure 

Within this part of the program there arE' two 5ub-pro,',rams, 
the first dealing with the provision of electricity, and the ~econd, 
water and sewer. 

i. Electrification: This program like those to follow, will 
be developed, executed and subsequently administered through a combi
nation of citizen and community groups, government and quasi-L~overn
ment organizations. Their roles are described below. 

PromotE:s: SINAMOS, community associations, housing co
oper.:1tives and similar groups will have the responsibility for iden~i

fying and/or organizing communities to apply for the program. Tn many 
instances the Promoters will respond to initiatives of organized groups 
themselves. There is a substantial backlog of identified but unfunded 
projects meeting income group targets which can be financed ilt the out
~Jet of the Program ]). The promoters will work closely with t.he project 
Executors In assembling or "packaging" specific projects. 

Executors: The project executors will lH: Electr. Pl·ru, and 
its assuciated companies, ~lld private concessionary electric ~ompanies. 
Their functions \Jill be pruject planning and preparation in concert 
with the Promoter. Tlwy are also charged with the task of presenting 
rhL~ feasibility study in accordance with established guidelinc!s and 

1/ See Anne:}: G fur a listing of these programs. 



- 63 -

procedures. When the project has been approved for financing by the 
BVP, a Proje.t Execution Contract will be entered into between the 
BVP, project Executor, and the Promoter, detailing toe responsibi
lities of each party , Subsequently, the Executors will make arr~nge
ments G~ the constr ctian of the installation. They will also pro
vide upervision during the construction period. receive and certify .. 
the . 'nished work from the Constructor. 

- Constructors: Under ·:..;ost circumstances qualified private 
building firms will construct the proje·ct on the basis of competitive 
bids . Social Property Enterprises with competence in this field may 
a l so compete in the bidding process. Direct construction (force account) 
by the proj ect Executors, may also be used. A standard Construction 
Contra t will then be entered into between the Executor and the Cons-

ru tor, stipulating among other things, the manner of disbursement 
bv h BVP . 

- Adminis trator: The local project Administrators are 
th S~ r ~s pons ible for th e recuperation of the capital costs of a given 
pro] c l . As indic ted above , this wi 1 normally be a surcha ge on 
h b n fi c ia r ie monthly elec tricity payments. The amortization 

p' riod will va r y f rom 5 to 12 years depending on whether the beneficiary 
·s also re ipien t of another sub-program loan such as water and/or 
,~~ 'r . Th 10 al Adminis trato rs will be ElectroPeru, it~ associated 
,}," r i compan i oncessionaries. Finally, an Administration 

n il r , c Wil l b' d be tween the BVP and Administrator setting 
,l r h he t rmh nt, as well as the form of guaranty of repay-

. ,'n o t h ' Loan BVP by the respective Administrator. For its 
p~r . he Admi n 's t rat or will ent er into a Subscription Contract with 
{"a h b'n ic i:lr detailing his or her obligation. 

f.f Ill' prc(' 
~~~~~d~'~e~w~e~r: This program will be implemented much 

on but with different e ecuting and administering 
most, hut not all, circumstances both water and sewer 
pr vi ded in any ~iven project. 

nd er 
,' r 'I (' ,' S loll I b 

Prom t rs : SINAMOS, community associations, and housing 
« op ra I S wi 11 have the responsibility for community development 

o r aniz ti on and to assist the program Executor in identif ying po
n i AI proj c t s . It s hould be noted here that in a limited number 

ca ~s community associa tion or housing cooperative can make arran
m nt s t o "package'! i t s own project without SINAMOS, and present this 

t th BVP or st ud y and ul timate financing. Similar to the electrifi
t ion s ub-program, the re exists a large backlog of unfunded projects 

' n dive r se urban cent e r s . 
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Executors: The DGOS, ESAL or ESAR will have the respon
sibilitv of preparing.md coordinating the project proposals with the 
Promoter. This will ~nclude socio-economic data, financial, legal 
and technical documentation, as well as required approvals and autho
rizations from municipalities and concerned agencies. They will have 
a continuing role of naking arrangements for the cnnsruction. super
vising of the work, and in most cases will be the Administrator as 
wl'll. OncL' the projcct is approved for financing a Project Execution 
Cuntract will be signed hetween the BVP, Executor and Promot~r detail
ing the obligations of each. Model ConstrIction and Administration 
contracts will be attached to that Agreement. 

Constructors: These will norma!ly be public works con
tracting firms, including Social Property Enterprises, with competence 
in this field; [lr by direct administration when the foregoing is un
available. Once the Project Execution Contract has been si~~ed, 
a Construction Contract will be entered into between the Executor and 
the designated construction firm, including stipulations for payment 
by the EVP. 

Administrator: As the Construction Contract is being 
worked out the Administrator will also sign an Administration Contract 
betwel?n itself and the BVP, detailing the terms and conditions of 
repayment of the Loan to the BVP. That agreement will form part of 
a second contract, the Subscription Contract, which will be ~xecuted 
between the ultimate beneficiary/user and the Administrator. The 
l<1tter obligates the beneficiary to repay the C:1pit:ll costs of his 
share of the project bv means of monthly surch<1rges to his water bill. 
Administrators will be the DGOS, ESAL, or ESAR. 

The amortization period will be from 5 to 12 years 
depending on the number of services provided. 

b. Provision of Minimum Shelter 

The physical attributes of this portion of the program have 
been described in the Technical Analysis section of this paper (Part 
III.A.) Suffice it to say here that there viII be a variety of op
tions available and some projects may include all the altern&~ives 
in order to serve the diverse income levels within th~ organized com
munities. This accords a measure of economic integration wjthin a 
given project. Unlike Sub-Program I, the shelter component of the 
program will be used to develop new settlements on land ownee or ac
quired by the state or other entity. In rr~ny cases the beneficiaries 
will be relocated from either overpopulated "Pueblos Jovenes" and 
like settlements, or from the central city slum areas. In certain 
circumstances recently established squatter settlements may also 
qualify for this progran. 

Promoters: SINAMOS, as well as housing cooperatives and 
community associations will act as Promoters. In many cases SINAMOS 
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will respond with community lll-ganization :lssist.1n('e tl' rt'qlll'StS (.f 
initiatives from organized or semi-.)rganized squatter settlen:,'nts 
groups for the purpose of identifying a project. A full feasibility 
study will then be prepared in conjun~tion with the appropriate 
Department of the MOHC. TIlis will include socia-economic as well 
as technical, cost and legal data. The Promoters will also hIVe the 
task of making sure that the required down payments are collected 
and accounted for. It is important to note that only organized 
groups can qualify as potential project beneficiaries, thus helping 
to insure a presold or marketed project. 

Executors: The MOHC and its dependencies will have respon
sibility for planning, project design and presentation, makin6 arran
gements for construction, and supervising the construction pr0cess. 
TIle various Departments which will ('arry out these roles are describ-
ed in the pr~ceding section. It should be recalled that over~ll res
ponsibilities of the MOHC will first be set forth in a basic uperating 
agreement with the BVP, and second in the Project Execution Contract for 
ench project. The Project Execution Contract will be entered into 
among the BVP, the MOHC C1nd Promotor once the project has been approved 
for financing by the HVP. Model Construction and Administration Contract: 
will be annexed to the Project Executlon Contract. In some Exceptional 
cases of pre-organized groups, neither the HOHC nor SINAMOS will be 
involved, in which instances the BVP will enter into a special Project 
Execution Contract with the group defining the roles of the parties. 

Constructors: These will be private, public works contract
ors, Social Property Enterprises with competence in this field, and 
the Construction Department of the MOHC in isolated cases where direct 
construct:.rn is necessary. Construction contract awards will be made 
by standard bidding procedures. When the Project Execution Contract 
has been signed between the BVP, MOHC and Promoter, the Proj~ct Ex
ecutor will enter into Construction Contracts, which will include the 
procedure and manner of disbursement by the BVP. 

I\d:nin_i.s.t.ra_~_o!s: This funccion w~ll be performed bv the BVP, 
1':NAllT /l'ERU or the Mutuales, in this sub-program. Once Construction 
disbursements have been completed and the units certified and accepted, 
Mortgage Agreements will be entered into between the Administrator and 
the beneficiary. The term of the loan will be up to 25 years and the 
Administrator will be entitled to a mortgage servicing fee dueing the 
life of the mortgage (See Part III.B.). In adJition the Aaministrator 
will sign and Administration Contract, duly registered, with the BVP 
which will set forth the terms and conditions of administration, in
cluding the delegation of authority to administer the loan for the 
BVP. 
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Subsequent Impro'Jement Efforts: \~h('n the "Elemental Unit" 
is involved, the beneficiClry will be encouraged to become a memher 
of and participate in a community organization or enterprise established 
to assist him to extend and expand his basic ',mit at a later date. The 
BVP has indicated a willingness to enter into agreements with such or
g:mizations tC) assure them of access to credit for this purpoOie. Such 
,In nrganiz;ltinI1 might be a housing cooperativl', a Social Property En
u'rprist' or nthvr it'gally constituted and compl'tent body. Its major 
t lInet ions wi II be to makl' available blli ld ing materials and/or bllild-
in~ materials Il)LlI1s, supervise same, and make collections of the loans 
f,'1- repLlyment to the lender. It is not intended that such loans be 
fllnded by HG resources. 

c. Home Improvement Program 

This novel CO'TlDOn2nt of the program is designed to stimulate 
more aggressive lending practlces by existing financial agencies to 
the lower income urban groups. The program has intentionally been set 
at a modest scale and will be introduced and concentrated in selected 
urban centers to achieve maximum impact and provide a means to control 
and measure its effectiveness. 

As distinct from programs I and II, the Home Improvements Pro
grams will deal with individuals or families in contrast to o:::-ganized 
groups. Maximum flexibility is intended and the following are examples 
of the kinds of improvements for which loans will be considered: domi
ciliary connections and installation of electricity, water end sewer; 
provision of sanitary equipment and hardware; finishing interiors; re
novat ions, motlif icat ions and up-grading; house expansion including new 
rooms, floors, walls, etc. In all cases, the cost of plans n~d speci
fications, building licenses and the like can be covered within the 
loan. 

It should be noted that the Mutuales have had some experience 
among their existing moderate income elientale with non-mortgage lending. 

The program's target families are legal home owners, families 
with usufruct, or use rights and leases, all below the 50th percentile 
family income grouping. 

Promoters: The BVP in concert with pre-selected Mutuales 
will disseminate information and publicize the program a~ong the 
target groups. The BVP will develop gllidelines, procedures and loan 
criteria, with the assistance of a technical advisor ana in consort 
with the participating agencies. Prospective borrowers will apply 
for loans to the program Administrators. EMADI/PERU or other appro
priate organizations may also be selected to participate in the sub
program. 
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:\J,rr~l_nist_r_i!£Ors: The splt'ctt'd agl'ncll'S will rerf'lVe ap-
1'11"111,'11,, ,Ill': l'r,'\1u,.;a!,.;, pr()vide tl'C'illlic,tl ,l~"i~t,lll('l' ill till' pI e
P,lLd I('n ,·t :-df'!t' , ;lppr,I\',' ;,n,j dis:-'llrs,; till' l",Ill~. ;lIlJ ,IJml\1i~',l'r 

~ h (' C' p 1 1,',' tIl ITI ", 1 ";) ~ S ,On r " t Ill' I n ,1 n 1 \; ;);' r r I' \' l' d : I ~; ~I r f' r \' i C'd 
:,I',ln c,'ntr.i.l I.'; 11 t'l' ('nll'n'd int,) be-ewe-en tilL' Ft'[ll'fi,',;;lrY :In,; the 
:\..1:.; 1 !1 i s ~ r ~1 t , ' r . 

;\(::-.:i:-::str.1ti,-\:1 of the ll=-.all!--J ! .... ~: 11 ~l(: t;~J\·c~r.'..:·! by oJ on
t;,let ~L:t' ... et·!I ti;L' 3VP :,nG tht:: Administrator inLllldin;; t1e cor:'espond
i:1g s('[\':c:n;:fL'£', Loar. t,'rn:s to i:1di\'i(~1l3Is .... ill varv fro,,; 5 ~o 12 
\"l'ars :il',.,e:1ding (in the SIze, LIS follows: 

s h7 to 

S 6f.8 to 

S 1, 3~4 to 

s 667 

:;, ;,333 

S 2,222 

5 Vt'Clrs 

8 years 

12 years 

TIle purpose- of thl' sections that follow are to sho~ how the 
r01e of AI:) ""ill int,~rf:"CL' '~'lt;l t:,t' c'rganizat:ion pL10 of the .Jrogram 
as described len2r.Jl1:~· iZl tht: ~1rL\'1IJU~-:: ~ectil1rL. 

1. Su~-Pr('~:r:.i::-:: ·t~]ll.-: (\f ,-";\.~r·,:ic~s - .. --~------~~--------

:\:-tc':'- ::11_" ~·,,-:--.'.::it:(~.-L~ ;)rV~\')~L-~-.:. :'(lr di~_~ursew(:~r._ <lre met 
<,See 1\'.2 .• bell''''') thl iL'.'C''-,t;,r '~'c 1 j 20\",:1'::(, :lJncis tC' the B\'I' (estirr.ated 
at $1.0 ~i11il'n). T~~v ~\~:) .... :il] .. :~tc3:): L"L 2i, ;llJncat:-'!1 of fl' d~ for 
each of the ?artic:,pcH 1:1:: :l;':'L'rH'lt.::~ ,on t'"dL tile'\' P.1?:.' kr.ow how ",any pro-
jt~cts r::;1Y :;\." ;-->tt_';-J..-!rt_~~:. ~·!It.: ~<CJHC " .. ;i11 ;1fe,\·j.jI_- ~uiddi1CI.· as to ,eographic-

:11 pric'ri~i,',..; i:-, :,c'C':'f,::':-ll:C ',,:ith ::~,.,. ~~"t::>;)L11 Jl'\'clC"jl:cent Plc.'~, Since 
t L '-' ~l til i ~ \' 1 t- ~ n.:: 1 c: S ,."...: the ~10 He il a \' L' 31 r C 3 C y ide n t i :' i e d ;:;3 r,: p TO j e c t 5 

:J;,;n"?fi:;t,' :';'r }0,,;-; ;-:::'~:l1eing, p:-elic.:ir.ary pli'ms ane :,tlldies may be 
suor;;i t lc.:e t.' l ;:c 3"';) :'::1i:',L,diately. ,-'S/,lD reserves th.:: right t'J approve 

,. lS L'x?c.:ct~d th3t the first series of prelimj~ary plans 
wlll 'e appr~\'e~ within 3 to 6 mrnths after the condition pr~cedent 
has been met. :,'-pc1n approvul of the prel iminary plans, work 0:1 the final 

plans shall commence. The Executing Agency will be expected ~o work 
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z los e l y wi th t he r omot or at al s tages of design development. 
ubmissio ns ar t o conta i n data with regard to the income eli

gibil i ty of r cipi nt s as .we ll as an analysis of the median i n
me i n the l oco litX. if not previ ously submitted. In the ca se 

o f th e ffiinimum shelt er program a s tatement as to the nature o f 
t h group or s ponsor s hn~l also be provided. 

Fina l proj ects p~ans should be submitted within 
8 months af t e r comple tion of preliminaries. Since it is anti
c ipa t ed t hat th er e wi ll be many separate projects fundea unde r 
s ub-progr ams I and II, preliminary plans for additional projects 
will be i n prepa r a tion while earlier projects are in the final 
plan or th cons t ruc t ion phase. Bidding, awarding of contrac t s 
alld p e.pa r a t ion fo r construction are expected to requ i re thre 
months t o compl te o Alt ough construction of projects can vary 
conside rab l y de pendi ng on s uch factors as size of projects, l o
cation an complex i t y , proj ects generally are ~ pected to require 
I ss th an one yea r t o com l e te. r ogram beneficiaries will enter 
i nto Subscr iption Agreements fo r; services (in the case of utility 
pro jec s ) pr io r to the completion of the work. During the cons
truc tion phase t he executing agency wi ll provide overall supe vi
s ion o f the cont ra c to r or the partic~pant s in the cas e of sel f 
he lp effort s . The BVP wi l be r equired 0 make regular inspe~
tions of all projec t s i n construction, a d USAID will also maloe 
i nt rmi t t ent it e iNs pections. Prior to accep ance of a compl et
ed projec t, the BVP and the implementing agency wi 1 make a f i nal 
l ns pec i on. Upon a ccept ance of ° utility project the service 
shall be pr ovicted immedia tely. In sub-program II, the home owner 
;ha1 1 recei ve clea r t i tle and a certificate of completion at the 
time of t he mort gage clos ing . 

o ut i ) °ty or housing project will start construc
t ' on afte r t h 42 nd month of the program and all projects are ex
pe c t ed ~0 be comple ted wi thin 50 ~onths from the date of Loan 
s ign i ng. 

After conditions precedent have been met, disB rse-
ents may be made for the program and a line of credit will be es

tablished by the BVP for each of the participating institutions. 
~avances will be provided for the Mutuales so that they may under-
take promotional and publicity campaigns. volume ~u warrants, 
branch offices will be opened in the neighb hoods to receive ap
plications, provide a vise, and supervi~e the works. Once this 
system is opera tiona· each application shou d be approved or reject
ed within three months. The local institution has the responsibility 
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t o s e that pr og ram standards ar e met and t supervis e all wor k. 
Work may be carried out e ither by contraet or directly by the 
participant when he is qualified to perform the work. t is 
ex pect ed that applications will start to flow to the l ocal ins
ti tutions within two months after they have set up operations 

nd that at l east 200 loans will have been app oved in the fi r st 
op ~ational yea r. The time required for construction will vary 
considerably depending on the locality and the nature of the 
\"or i<. . Ho we ver, mo!;t individual projects should be comp'leted with
in s ix months. No loans should be approved after the 42nd month 
of t he progr am a nd al l work should be completed within 50 mon t hs 
f rom the dat e of Loan signing. 

Since a Home Improvement loan program 
income peopl e is novel i Peru, the assistance of a t 
is planned. He will \"o rk with the BVP and the institu ions during 
t he des i gn and initial operation stages (four months). He will work 
c )o e ly wi t h the BVP and the selected local inst"tutions to evolve 
prog ram s ta ndards i ncluding types of improvements to be finan ced, 
prog ram procedu res , ar.d program forrr,~,applications and other documents. 
Additionally, he wil l pr epare instructional seminars in home improve
me nt t echniqu es to be pr esented to employees of the local ins t itutions. 
H wi l l a l so adv i s e those institutions on the publicity aspec t s of 
this s ub-prog ram . The t echnical advisor \"i 11 return in s;ubs equent 
prog r am years ( 3 year s - one month e~ch) to revi ew prog~ess and assist 
in ~olving any oper~tion~l problems that may have occureed. The technical 
adv1 30r :;hou Id have e:;perience in self~~'lelp construction techniques. 

b. Supervision and Monitoring 

The Executing agencies will as s ign a qualif "¥d res i dent 
nginee r ( i ns pec t or) to each sub-program T - pro~ " ion o f services 

pr ojec t, or e lemental nucleus shel ter projec t under' s ub-program II. 
An i ns pec to r may be responsible for two p oj ect s when they are mall 
and s i t uated i n close R oximity to each other. With regard t o shelter 
pr ojec t s othe r than elemental nucleus projects no more than 100 houses 
shall be assigned t o an i nspector. A "maestro de obras" will be em
ployed f or ea ch sel f -he l p housing effort. Supervision standards for 
Sub- Progr am I I I - Home Improvement Loans will be established during 
the des i gn phase , howeve r , a good rule of thumb is that each engineer 
s hould be assigned a maximum of SO dwellings. 

BVP will review the qualifications of al l resi
dent engineers to be employed in the p ogram. USAID also res erves the 
right to r eviewtheirqualifications. 

The resident engineer will be responsible for superv1s10n 
of the work performed by contractors and/or self-help participants. 
He shall see that all work conforms to specifications and that sound 
construction practices are followed. The BVP shall perform routine 
inspections of all projects in construction ~nder sub-program I and 
II, and will participate in all final inspections. BVP will also under
take spot °nspections of home improvement loans. 
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In additiol1 t.o l'l·vic·.dil); and appr(lving Flans, US,\lD's 
engineers sh.:ll l :;lollitor (ollstruc:ion Ly lildKing periodic inspL'ction 
trips to ['rule'L'r: sitL's alld to th,' tield U(tiC,'S 01 a~;l'nci('s ,.:orking 
in till' program. Th" :'~i,,:,iLII huu~>i!lg ufi iel' Sh.lll ... .'orK closl',y with 
(hI' !IVI' and ut h'l' i·.ll" ic j 1':l11L~, Lu .,:,surl' CUI;.p 1 ianCl' '~'i Lh thl' tl'nllS 
"t Lhl' ]".I!:. :,i]Uli .... i \ 1 I'fl'vidL' tc,"ll('ral prugr.1m guic3nCl' an~ 
assist Sh(lll'ld l'roL~t'li;' ,'1 j·.;11·lL'I'.,,·IlL3tion or policy occur. 

Tlll' total pr,l)',fl";; of t.he IOHn shall he mOl1itnred ,'losely, 
.:mel rlllnll.:!1 :Ind ~;,'ml-;lnnll;t1 L'v,lluilti(·'1s sl1.11 I be perfo)'ml'd. r:::forts 
wII] hL' n;':I,!,' ddll,'n' to t':lq~l't dates an.:] t(, anlicipall' problerr"i be-
i, rL' t h,·v .1 rJ ';". Ilc'C;J\I,';(' (1 f the compl icat eo n,l ture 0 r tlIe pr,)gram, 
r,'i1]lo";tt I,ln "r rL'pro).;rd8mill)'. ,If funds may becomp nl'cc·ssRry. Close 
li'"11it,'rill~: will :ill ,w tIl,' ~~issi(ln to Llkl' appnliJri<1tL Llction :'apidly, 
Whl'Il <llld it. ,;(J('!J n"",io; ,;hou1d occur. 

c, I'n),'llrL'ml'n; 

II i·; :1I1tll'l;"II('<1 tlLlt practicallv [dl mRtl'rials nvpdpd 
f,'r ('t1l1stru, t 1,111";111 !," \J!'\;lilll'O llll'ally. TIle only ('xceptio: . .is 
likely ttl hl' .1 jl,'(l i"1i lI! til" mnn' spc"'I':llizvd l'C]llipl'iiL'nl neeo,d to 
C;I:-rv 'Hit l'll'(',I';[j,';Itl,'i' !,r"i,'ct:;, :\() ITHlrL' rh;m $300,000 sh"uld be 
r,'C)uirl'c! fill' till, !'Urj",.,. (;n'lds pnlcurL'd unUl'r the Loan wil: have 
th,!ir ,;,'ur('l' .111,1 "1'1,:,1:1 in ;"'rll :lilJ ill l'tllll1tri,'s InclllJed in I_:ode 
'1:.1 ,) f t h c' :\ I lJ ("',1 i ~ r; l!) hi,' C (1 d l' ]) () n k . ~·1:1t l"r i :1 I w ill :1 L' 0 b t.1 in, 'd 
jl(lrSU.1nt Ln l'Prtl'.'ldil pr"t'p',SL'S for tIll' i:lI[lprtat iOll '1f materia:s. 

d, Di sh u r,';emon t I' ror-ed urI.' S 

Dishllrs,'m('nl pr"Cl'dllrc:; ar,,' subject to negotiation:J with 
the Inv,~'stor. lIowc\,('r, i t i~; expected that no more than four closings 
wi II ta~(' pl:JCl' ;lllnlJ,lll \'. TIll' minimum Z1no 17laximum yearly drah'do\.ll1 
will he determinc'd ill L'nnsultati')ll with the L.vestor. 

1,.Jithin tho,;" p,lramC'[l'r:,, th(, BVP will receive a $1 million 
a d v Z1 net? :l t t lJ" i 11 i :i;l1 c los in g . ? rio r to l': J C :1 S II h s PC] ue n tel 0', in g 
tlH' BVP :-;h;111 .o..;ubmi t ;1 three month estimat e of funds required for 
each 3ctivC' pro jeet in sub-program J and II, <1nd by each part Lcipating 
;lgcney for slIh-prograr.l Ill, Additionally, an accounting of f'rnds pre
viously disbursed shall be made for each sub-project and agency (li
C]uidation stRtement), After review and approval of these dOC'Jments 

http:coui:.pl
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by ~lSAID, thl' IWI' shall be ent 1 tled to drawdown estim.-:ted needs for 
the stI('('L'eding three months, less cash on hand, remaining frot!] pre
villus disbllrc.l'r.1l'nts (unliqllidated disbursements) minus the ad'/ance. 
',..Iit.h p:\('l! I iqlll(l:ir i,'n th .. IlVl' shall submit :l C"rtific:lte of E~igible 
t:l'~;t With ,ll'l'f<'pri:lt., )',Ick-up materi:II sll'l'Wing Jishun;ements ::lade to the 
"i'l'r:ltin)~ ";1titl,'>;. lh,' 1\\'1', for its rart, sh:lll [('(jI11rf' app:aisals 
.11 wlJrk ill pl.1<'" ,'11:1 rl')~lILlr basis, prinr to disbursing fund:; to the 
lll't'Lltin).', Elltitil's dnd tl' CllntLlctl1rS, 

['i,,'11 tIll' "Clllpll'tinn llf a SlI!l-l'rllgr.lm projL'ct a C"mple-
tilln C"rtifi,::\t,' :md a list of su!1-1),ms shall bt.' provided by the 
EXl'cut 1n)'. Agl'IlCV to the HVP, :md by thl' HVP to USAID. A Certificate 
III nigihll' ~l,'rt!'.,I)',t'~;c;h:lll iH' pruvide.! in ,'nniunctil1n with S',~b-Program 

I! - Sh,'lt,'r i'rClj,'t'U; ,:IIl.! :1 .,;epi1r:ltl' ('l'rt ific;lll' sil:!ll he St:r:,;itted 
[pr :-;u!>·-!'f(,)'.r,ln; II I - ii<'nlL' !mprovL'mt'nt l.oans. Thc'sL' cert if ,c tes shall 
h., :';llhmitt".1 .':; i);lr! l,f tIll' liquid:1tion dnl'llml'nts for '- loall ,'losing 
\>.'itllin :;l}; lII"l1tli:; :lItl'r till' l'pmpL,tion III prnjl'l't ('on~;trul'tio!·,. Com-
I,l.'lion :111.1 ,'Ii",ihle n:t)rti~dgl' c('rtiflt';ltl'~'; ;In' rl'qu1rV(: for il',l pro
i,·"ts ;lnd ;,Iull :'l' :-illhmi t ted no 1.iter t!J;lI1 S j x months after t"e ter
r,lin:1] di~,hllrSl'ln,'nt' d:lt.,. 

:\pprnprl;ltl' pr(lcL'durl':; :wd f,JrmS for dishursement "nd li
<jll iJdl iLlI1:, slt:dl b,' is'iUl',j Lv AID ;IS ;I part of Implementation Letter 
;-.; l). 1. 

C. EV.l111;ltil1l1 I'lan 

EV;lll1:lt 1,l!1 llf pr,'gress in meet inf, the outputs env1sic,1ed for 
til., pr!lgr:lm :1,.; llllt linL'd In the Logicill F,-amC'work .!ill take pl.:ce on 
.1 rl'gllLIr has \:;. Till' 11V1' \>.'i 11 be expected to submi t Monthly ,)rogress 
Summaril's. TIt""l' sllmn.:lril's shall include projects in plannin c; shown 
hoth hy Sf:lgl' :lIId l1v Executing Agency, as well as information as to 
pn'j l'CtS IlndL'r const ruct inn. 

Ev:dudt iOllS I. ill, be performed at six month intervals ;LOd joint 
AID/BVP ;lnnuZlI l'valu:1t1ons will be conducted to measure overa~l progress 
2gainst the agreed upon implementation plan. A mc>jor joint evaluation 
will be conducted 'lfter the 2nd YL,ar of the program. The purlOse of 
thl'se evaluations will be to identify operational problems and to 
evolve better agency and inter-agency administrative procedures. A 
sl~ries of recommendat ions should resul t from each evaluation and ap
propriate adjustments will be made thereafter. Witll regard to Sub-Program 
Ill, the periodic visits of the technical advisor will be timed to coin
cide with the annual evaluation so that his input may be maximized. 
The evalu.1tionswill especially focus on the capabilities of '~e 
institutions in carrying out the program. 
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III ,Id"it i,'11 II' I ile abovl'. l:SAIll ,,!t,1I1 ll'vi"I'/ 1,1:111" 1<'1 :-;111>

Pr'l~ram I and II IHll;l'l'ts, and shall m;lkc rl'guLlr trips to in'-'pect 
('llnstrtl,'ti"fl ~;itl's ;111l: visit agency field "ffi,'l's. Rl'cnmmenc.tions 
as to tl'chni,';il ,I~;lwd~; "f the progr;:.m I.'ill rl'sult from these ins
lwcti,H1S. :-)I'L',;,11 ;lttl'nli"l1 l"il1 he givl'n t" suh-program III since 
it is "XIll'rim,'nLll ~n llaturL' and, if successful, highly replicable. 

:\t t 11,' ""I1C llh ,t'n of the loan, l'V;J1u~lt ion sh3] 1 be di ;'ected 
tl'w,lrd dt'tl'nnining if th., program PlJrpOSe~i have been met. Rl':~ults 

,>l tlll~> L'V;IIU,lti"11 I.ill he widely circuLltcJ so that the GOP, AID 
dlld "lh~'T~, Ill.!\' ;'rl,j'it lr,'IlI the ll's~, 'ns iL'arnpd il1 carrying Ol'e the 
prugr;ll:l, In(l'r-,\;':;(':1C\' c,'ordinatll)ll in housing and urban prog~-ams 

h,,:> impr,,\,,'d .t:. ,I rl'slilt Llf the llrb,:m Rl'Ct)T1strllction Loan. rCforts 
wi I.! Ill' madl' l,' ;ht','rlain if futurl' improvements take place il~.i a re
:-Idt,'lrilvli,; 1'!"')':I.!Il1. :\re the familiL'~; participating in the program 
s;lllstiL,,1 I.itll thL'ir In\','slml'nt'? Hav\' their living cLmditio.,:, and 
l'l1virl'lll1l,'nts iml'rl)),,'L'J bv reason ('i lhl' pr,)gr;lm: Are they ar:,' to 
m;Jlzl' Illeir l';l\'m,'nlc; ;111,\ h:lc; till' l"c'corJ bl'l'l1 ~uffi('iL'ntly sat.:.,fac
I,)rv I,) ;lltr.I,'( I"l'.ll 11l\'L'st0rs tt) fund simiLlr effor::s? Ha~, thl' 
ljll;llitv ,lilt! L'ffi,il'll,'\ ,)f work hy Llll' I';lrticip;lling .Jgl'ncies improved? 
\-.\)1I1d til,,\, h,' ,'qllll'l)('(; t,> ("Irn' "ut suhs('quent, even ,~arger ~,,'ale 

programs'! ThL' ;Inswen, tl) these c;uestions wi 11 determine the success 
of thL' projecl. 

:-;I'CCLII L'fforts \o.'i 11 be n;ade to rleterminc the income percentile 
gr'lliping~ ;]('tllal11' redch,'d bv each of the sub-programs, as wel.l as 
the (kg!'l'e ,)( success 3chievl'd in implementing programs outside of 
till' major POPU1;llion Cl'ntl'rs. 

In till' nt;lin,quL'stilln~i as to technical com.letence, anc agency 
and Intl'T-,l)~L'l1L'V .Itiministralion arc judgemL'l1t.Jl i,1 nature. L,alua
tion~ 011 tll,'~';l' ~;L'OI"l'S will be made by Mission staff with appropriatE 
inpul from 13Vl' ,ll1d COl' ,lfficials. Improvement in the life styles 
of hL'nl'f[ci.lr\' lami] [l'c; ,311 b(' 3scerLlinl'J [rom field observ,;~ion, 
int,'rvil'ws ,ll1d l,lcal n'c,)rds (i.e. health, schools, etc.). L,lan 
n'p,lymL'nl d:1Ll \o.·il1 lll' ,lv<1ilable from tlle administering fin.:mcial 
inst itllt ions. 

TI1l' l;()l' lS publicly ,'ommitted to uFgrading the lives of rna' 
ginal urban dw('lll'rs. If the prOl',r3m helps .0 strengthen del~verj 
systems and dem,lflstratL'S that market rate interest funds can ;)e 
~tilized to accomplish this purpcse, it can reasonably be expected 
that additional local resourC0S w~ll become available and th&t they 
can be used effectively. The success of the program will lead to 
improved GOP capacity to serve the urban poor. It will result in 
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bptter shelter and serVlces for a larger proportion of the popUlation. 
Whethpr this h.lppens can be verified by examination of census data, 
comparison with base lill<' (censw;) dat:l. field observation and the 
records of agencies ',.Jorking in housi.n).', ,md urban infrJ.strllctu:e, 

Aftl'r ;llltli,lrl .. !!'lnll ,'; tilL' 10;111, " Letter of Advicl.' will 
bt' isslI,'d t,l the' 1\\'11, :i',,1 :1 not "ce wi] 1 he placed in the Fede:"al 
RC'gister t" id"111 it':: Cl ;':~ lL'nOer. TIlL' BVP wi1~ ent,'r into ne.~otia-
tion wit.h an lOVl,stur, ~;",'king financing for rllc program on tile best 
possibJe tl'rlllS. Th!' llVI' 1'; requirecl to inform SER/H of 5.]] proposals 
rL'ccived itnd I,f itS prl 'rl'::t'e. :'pt,~n SEfl/li ilpproval the BVP !:Iay ac
cept a committmc,lt \':11 ill [l), 90 d,l\'s from the selecleci investllr. The 
terms ,,1' till' f,)\,r hasic lIe; Jucuments ~ln' negoti;)~l'd cDncurn,''1 1 1y dur-
illg this Jwril1d. The 1e'gal instrumc-.t!; ;11"e. 

a.- Ttw Loan AgTL'eml'llt ,hl'twpen tht' US Investor and IWP); 

C.- The Impl"IlI'IILltin;1 ,\~rl'L'r,1ent (AT]) :1110 bVP); and 

PrillI' t ,) th,' l'XL'ClltiL'1l l)f tlll'SL' OOCllr.1l'nt -.;, a Suprc:ile Decree 
of the Counci.] tit ~fini:;t ,'rs, ;l)':1rllving lllt' LO:!l~ i\gr"(';;"'l1t, and the Host 
Country Guaranty r.lust 1.1L' prl'~;l'\',Leo. In additi"n leg,tl opi.nio:~s of the 
BVP's COUllSl'l fL1r l';Jcll ot the jnstrume,lts, and designation of the BVP's 
rcpresC'nt lVL' :Iro l'l'(;uired. 

LiS [nvl'sl,1rs l!;1Vl' r,l't'l1 :larticip.'lting 1n Housing Gu:\ranty 
Programs in l'l'rll si:1cL' the (,:11"1y i960s. 1",10re is every reasO!: tL' be
li.eve that ;1 ,;uiLlhll' InvL':~tL)r will he found rap; :11)' and that imple
mentation ol the progr,lm L',m CDmnWll,'l' in the sill", lest poss:ible time. 

.) ConJ j t inns I'rl",,'dent ::l' Disbursement 

Lt. \>.'1 th in three months from t ,,' d;lte of the signing of the 
loan, and prior to the dishursement of funds for sub-program :, USAID 
wil I review in draft and approve in final, Ht least one of lhe basic 
Operating Agreement:; between BVP and a sub-program I Executing Agency. 
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AID shall revi\., ... and approv\.' all ,)tiler agrepml'nts bet ... eel, BVV and 
~ach executing agency prior to project execution by t:hese 
agencies. 

h. \~ithin tl,re'e munchs from the dill' of the signillg of the 
lOi\l) , and Fr:,I/· tl' '.he: d~shllrsem('nt of funds i(:r sub-?rnr,ram:'I, USAID 
"'!J 1 reVln. in drafl and apprOV2 in final, at least one of '.he basic 
Operating Agrecml.nts hetwecn BV1' and il ~:ub-progralD II ExeclIti.:g Agency. 
ATD shall reviC'\o,' ll1d appr"vl' all other agreements net"'l'l'll BVP and 
each extocuting 'Igency pr ~l[ tl~ project execution uy th('~)e agencies. 

c. ;'rior to dl:;bursemeat of funds for Sub-Progran:. III, 
Horne Impr()Vt~ITll'l:t L,;,ms, and ... ithil1 9 m0T1ths after Ll',m signatllre, the 
JIJP sha1L submit 1 " AID fr'r rev'il'w and approval an IrnplcrneDta:.ion Plan 
for ext::cuting hOUle imprllvements loal!,l. This Plan shall include but 
not be li~ltnd to the frllo ... ing: 

1. Identification of cities aDd executing c..gencies for 
;Hogr,lm il:.rdcmentat lon and rat ionale for tll'ir selection. 

2. nigib i 1. ':y cri.te?ria for sub-loans. 

J. System [or promotlon, technical assistance, approval, 
and supervision of sub-lo;lns . 

• j. ~;t;mdilrdl.','d application form:;, loan reguL:tions and 
other slI['-1,1;1I1 c!o,'lIment s. 

The BVP, I-l0HC and agt'ncics arc pager to conclull' nego-
\'iation:-' ;1', Llpidly a~, possible. Basic Operating Agreements :or Sub-
Progranh land 1 f amongs t the BVP and EXPcllt ing ,Igencies are being 
rirafted and the'r\' is the possibility that the? agreements requ',red for 
the CC'ndil. "11 Precedent to Disbursl'Clent wil1 he approved by .'.ID prior 
t,) thl' :;ignll1~; (If the Loan. Many of Lhf' :;pl'cific proje:'ct.o have a]-
r,'ad\' h"l'n i<il'ntifil'd, and feasibility studies <lnd prclimi-:"1iln' plans 
art' being prepared. Preparation of ~he plan for implemenl.lti(JI1 ld the 
Hnml.· 1mprovl'mcnt Program ... i11 require a 1,)nger period because of the 
pilot Ildture of the pro,:,ram. Tl'chnical :ls:;isLmce ... ii1 also :le provided 
to the BV;' in the desigrl of the Program ... i th i:1 tl months after Loan Sign
at urt:'. 
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STATUTOk ":" CHECKLIST 

Section 222(b) 

The proposed Housing Guaranty qualifies under the criteria 

of subsections n~(b)(2) and 222(b)(3) as follows: 

1. Credit Institutions engaged directly 

or indirect'" in the financing of 

home mortgages. 

2. Housing projects in Latin America 

for LO\ve~ income famil i cs. 

Section 222(c) 

The totnl face amount of guaranties including the one for 

the subject pr0J~ct, will not exceed $600,000,000. 

Section 223(a) 

The A.I.D. gl~ranty fee will be in an amount consistent with 

fees previously charged for housing guaranty projects 

author ized by A. ID. in accordance wit h the powers delegated 

by the President. 

Section 223(0 

The maximum rate of interest allowable to the eligible investor 

will not be more than one percent above the current rate of 

interest applicable to housing mortgages issued by the 

Department of Housing and Urban Development. 
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Sect ion 22 J (h2 

No payment may be made under any guaranty issued for any 

loss arising out of fraud or misrepresentation for which 

the party seeking payment is responsible. 

Sec t ion 223 ( j) 

(1) Peru is a country that is presently receiving 

development assistance under Chapter 1 Part I of the Act. 

(2) The proposed Housing Guaranty will be 

coordin~t~d with and complementary to other development 

assistance to Peru. 

(3) The proposed Housing Guaranty will demonstrate 

the feasib~lity and suitability of particular kinds of housing 

and f inane ial ins tit ional arrangements. 

The f ace val ue of guarant ies issued with respect to Peru in this 

(i"~'H.l year \vil1 not exceed $25 million. It is planned that the 

averdge face value of all housing guaranties issued in any 

fiscal year shall not exceed $15 million. 

Section 2J8(c) 

The gual"dnt',' \-JUl cover only lenders who are "eligible 

cnvestol"S" as defLned in this section of the Act at the time 

lne guaranty is issued. 

Sec t ion b20 

.• 0 :Jcction 6~O sanctions are applica~le. 
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TAC:3 : ..... ~_;-......... _Gt~ __ J 
SUt3,Jc.CT: JAEC REV lEV.' - LCJ\I.' I!'jCOI"1E HOUSING GUA~ANTY PRP. 

[JAfC rh.VI ~:',';;::'D S'j:-lj;,;-CT PPP ON ~4 OCTOBE"~. PRP 'IIAS APPROVFf) 
SUr'Ji:CT Tu f.ie.. GUlDELHw~:S FOR LiE INTENSIVE REVIEt·,I D[TAILED 
8~L0' .. : 

'0 T.~j'';GEr CI110IJP: T~::: INTEi~SIVE REVIE~' SHOULD ANALYZE THE 
AP!),~l:JRlt,n_li==SS OF TS!: V~~IOiJS SHELTER OPTIONS TO TH~ 
Pl~CG.'IFS D E,;Ch P~OPOSED GECGRAPHICAL AREA. THE I)AF"C 
~'jE:~TIGi'iED THF I\PPROP'?IATE~ESS OF USH(] THE i'1EDIAN INCOME 
F(l~ t'LL "or-toN I'lt:?FAS OF PERIJ (14~.00 DOLLARS/,'lONTH) AS A:' 
'IPP:::R r~r:OME LP1IT FOR PROJECT BEf'jEFlr.IARIES BECAUSE IN 
SQ~"'I: ~.~FI\S O'JTSIDF U:1A P~OPLE "nOVE THE INTENDED TARGET 
',~RO:IP :,li_';L[) t\~ ELIGIF.LE'. IN THIS CONNECTIO~, DETAILED 
SfLECTIU,~ Cfi:IE~lA FO~ rrlOOSli't\.: SU8P,?OJEVTS TO '.lE FINM'C~:J 
SHO:ILJ 2:: [)F'Vi-:U.iPU T8 l~SU~E THAT HIE PHOJt-..CT REt-:EFITS 
THE Tl\;~GET :J:iO'IP <Lir F-OOREST :1,'~LF> AND TO i1~XIMIE THE 
LlIi~LlrlULjD UF .~;;:ACrlIMl PIE L.O~·EST POSSIBLE INCOME GROUPS 
El. I G 1'" L ;:: FOR E A C rl ~1' I H f·HW G R A;'1 • 

(A~ lJt;~: POSSIHLE I'IPPROAC:-i TO THIS ISSUE DISCUSSED AT THE 
DA!:.e 1':}Gill Be: Tu REfJ!_'C; THF lIi10lJNT Or THE PROGRAM IN LIMA, 
~SP~CHLLY -n~ va',I' OF THE S'J8STANTIAL PRESENT INVOLVF~ENT 
uF Lor: ~iCP ~,~IJ LTnr..,-1 I/liTt.RI~ATIONAL DOIIURS ltv THE PUEBLOS 

JuVti~ES OF LIML- TdE INTENSIVE .qEVIE\I' SHOULD EXAI~INE fiND 
DETtd '_ ;';\J~E .PRI-:C-!S'ELY TdE PROPOSED GEOGRAP;UC DISTRIHiJTION 
OJ SIJ8PRJJEC-TS TO ~E FU/\NC:::n, AND, IN PARTICULAq 

;:IN~LY?~ 

501~1 101 

THI\ T~t'.rn;-OFr~-) AND S-{IoLTER RF,0UIREi'lENTS OF LIMA AND OTriE~ 
~H~lfl,l: 1\ .1,·.C\:=i ,. i.~IT r{ A V H.I,~ TO i1AX l:HZ I NG T HE BE ~,EFI TS TOT 111:: 
L(I"',"::ST pCls~}r2u INCO;llr:: I,A>{GET GROUP. 

IJ ~~';(#UfnlED OPTIONAL fORM 151 
(FO"l'l.r'y FS 4121 

January '97~ 
CaPl, 01 Sr.le 

http:SUBJE.CT
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U f~ Cl. A ~_S 1 flED 
l- f 1/ ... ~ I (tlf, u ' 

(R) ONO:-rlFR POSSIHLE APP!?UACH MIGKT i3E TO DELETE THOSE 
EL::>1ENTS OF THE SHELTER S'JR-PR03RA:"1 WHICH ARE f\IMED flT A 
Rr.LAT IV~L Y dIGH J ",CuM!:: GR01)P, E.G. SEI'1I-F IIHSHED HOQSE 
ELE~E NT. 

? !!'JPL::fliENTl ~ ACE,~CY: TH[ P~OJECT PAPEt~ SHOULD EXPLAII~ 
iH~ RE'ASOI\' FO:i SELEr:TIN3 TrW !3VP AS THE BORRO'NER, rvOH!ITH
STANDII~ ITS HAVING LESS EXPfRIFNCE WITH PUEBLOS ,JOVENES 
Tr{AI~ CTi1U< PERllVIAN INSTITUTIONS. THIS ANI\LYSIS SH01.n..n 
DESCRBE THE RULE OF THE: i"10rlC IN OTHER PROGRAMS OF THIS 
TYP!:. A;iU ANY AID EXPE.RIENCi:. i,dTH THt: IMPLEMENTATION OF 
SlMILA~ PROJECTS n~ PE~IJ. TrlE PP SdOQLD S~OW THAT T~E 
BO R R 01\1 E. R I S gOT h ;N ILL I NG A i~D A BL E TO CAR R Y 0 UT T HE PRO POSE D 
P~OGRr\,'1. IN ADDITIuN, OTHER ALTERNATIVE INSTITUTIONAL 
l\C(q~'Ir-fGFi1Fi'o/TS SrlOULD BE ::XAi'lIi~ED SUC:, AS, F'OR EXAMPLE, 'irlf 
mriC AS TrlE RO~~O\"IER IJSINC1 SEVFRAL SAND LS OR COf'lMUNITY 
BASt:D I~STITlITIGtJS ,!IS IMPLP1ENTORS. 

3. GLit? DGr~G.i ACTIVITIES: THE PP SHOULD DISCUSS IN 
f) E T f\. I LOT dE ~ 80 NO RAe T I V I TIE SIN THE S H EL T ~ R SE CT OR A ND 
THEII1 I .. IPLICATIOI~.3 FUR THIS PROJECT~ INCLUDING THE 
L.t\P,~8ILlTIES OF THE PFRUV!.f\N I NSTI":-UTIONS TO ABSORB AND 
EFFECTIVELY UTILIZE TriE FUNDS INVOLVED. 

4. LAND TENURE: THE PP SHOULD DISCUSS THE LEGAL PROVISION 
CO~CERr.;ING LAND TEI~URE IN THE PQEBLOS JOVENES. SUBPROJECT 
S~LECTIO~ CRIT~RIA SriOULD B~ DESIGNED TO ASSURE SUBPROJECT 
I.JILL NuT ENCOUNTEK L~I~D TEIWRE PROBLEI'1S. If~ ADDITION, 
INFLATION OF LQ~D COSTS SHOULD BE DISCUSSED IN THE PP WITH 
A VIE\~ TUIoJARD A:)2'JRlt~G THAT THE" SHELTER PROGRAMS PROPOSED 
IN TII~' PrWJECT illILL Cl.li~TINUE TO BE AFFORDABLE BY THE 
T A JiG U u R G IJ P • 

5. ~Ei~,~~.D AN::> i"j,ORKETAHLITY: TO DEi10NSTRATE THE M.ARKET-
ABILITY L)F THE PROJECT, THE PP SHOULD ANALYZE THE DEMAND 
BY'THE TAiGET GROl1P FO~ FACH OF THE VARIOUS SHELTER 
OPTIOi'JS TO 8E OFFERE9 BY THE PROJECT AI THE PRICE AT 
~.IHIr.H THEY WILL 8F OFFERED. THIS ANALYSIS SHOULD INDICATE 
riJ~i !.JE..'I.AI'JD IS AFFECTED o,S TrlE PRICE INCREASES. THE AVAIL
ABILITY AND PIPELINE OF EXISTING RESOURCES FROM AID AhD 
OThE?1 DONORS FOR SHELTER PROC~AMS IN PERU SHOULD ALSO Bf 
EXAi1I~~!1 I~ THE COHEXT OF OEi1AND FOR SHELTE~ PROGqA~Se 

IN ADOITIUN, THE PP SHOIJLD EXl\MI~E IN DETAIL IHE t1EANS BY 

'JNCLASSIFIED 

C/oss,(,co"on 
OPTIONAL FOAM 161 ' 

(Formerly FS .. 121 
Januery 1 !l71i 
Dep'. of Su.u. ' 
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WrlICH IT CAN ~E ~SStJRE.D THAl THF- TARGET GROUP 'YILL \~.ANT 
Tu PIJRCriASE TdE OPTPONS OFFEf~ED TH.iOUGH THE PROGRAM. AN 
~:1DITIO~f1L StlRVFY OF" THE TARGET GROIJP CONCERNING THEP1 
SHELT;:R .,EEDS AND PREFERENCES MAY BE KELPFIJL IN THISREGARD, 

'," FINANCIAL PLA,'l: THE: PP SHOULD EXAMINE WHETHER THE 
INTCREST RATE STRUCTnftE PROPOSED FOR THE PROJECT PROVIDES 
S',lFrICIf:.NT l{~CENTlVr~ TO THE INSTITUTIONS WHICH WILL BE 
INVOLVED. GOP INTi:::REST RATE POLICY SHOULD BE EXAfllNED, 
E:SPf:'CIALLY it'ITH RESPECT TO PERSONAL LOANS. THE PP SHO!JLD 
ALSu ~_XPLAIN rWW TrlE GOP GUARANTY [~ECHANIS(t] WILL OPERATE 
AND HOW riEPAYft]F.NT OF HG LOAN WILL Hi:. HAt-tDLED (STARTING AT 
TH!:: LF.VEL uF HIE ULTIMATE SIJBBORROlJ'ER). IN ADDITION, THE 
pp SrlO,JL) DISCUSS THE F'OLLOlnNG: (A) ~JUSTIFICATIOi~ FOR 
TN_ ')5 >HLLION DULLAR A:10Ui-IT OF THE PROJECT ~ND FOR THE 
A;')uUiHS ALLOCAT~D TO EACH S\J3PROGRAI~; (B) THE RflTIONALE 
FOP uESIGNATlttG EXPENDITURE OF 50 PERCE~T OF THE PROGRAM'S 
RFSOLJ~CE'-; OUTSIDE OF LIM.4; (C) THE EFFECT OF INFLAT ION ON 
PIE: PRr..)t.CT'S COST fIGURES AND THE f\BILITY TO PROVIDE 
SHELTER JPTIONS AFFORDABLE TO THE TARGEr GROUP; Ai-:D (D) 
THI.~ EFFECT, IF ANY, OF A CH,~~E IN EXCHAOOE RATES. TriE 
DH'~,:>IVE REVIE',~ MIGHT ALSO EXPLORE THE FEASIBILITY OF 
ALLUCATING SPE:IFIC PORTIONS OF rtE PROJECT FUNDS TO THE 
VA/IIOLIS ~LEMENTS WI THIN SUBPROGRA['1 II. ALSO, P. CASH FLOW 
.~NALYSIS FOR THE LIFE OF THE PROJt::C! WOULD BE DT-:SIRABLE. 

7. ~NSTIT0TlONAL CAPtlBILITISS: THE PP SHOULD ~XPLORE IN 
m;n~ DETAIL THt: INSTITUTIONAL CAPABILITIES OF THE MOHC, 
Tnt 8'JP, THE SAVI~S AND LOAN MUTUALS, AS wELL AS THE 
UTILITY COMPANES, TO PERFOR:v1 THE ROLES PRESCRIBED FOR 
THEr~ BY THE PROJFCT. PA RI I CUL ARL Y, THE PP SHOULD EXPL AI N 

TH~~ WAY IN l~'HICrl INSTITUTIO'NAL CAPA3ILITIES wILL BE 
srRE~TrlENED BY THE P~OJECT, ANfJ FOR wHICH INSTITUTIONS. 
THE PP SHOULD EXAMINE IN PARTICULAR THE PRESCRIBED ROLE 
OF' THE SAVI~S ~ND LOAN INSTITUTIONS, wHICH HAVE ~OT 
TKI\DITICI'IALLY uPERATED IN THE PUEBLOS JOVENES, fiND DETAIL 
'.,.%~T \r.'ILL BE RE~lJIRED FOR THE.'1 TO BECO~ INVOLVED IN THE 
PUE5LOS JOVENES; TrlE RATIO~ALE FOR THEIR INVOLVEft1ENT 
THERE; ~ND THE Ii'1PACT OF THEIR INVOLVEMENT ON OTHER 
F'II~ANCIL\L INSTIT'!TIONS CURRENTLY OPERATING IN PUEBLOS 
JOVFNES. THE INTEi~VOLVE CREDIT COOPERAllVES IN THE 
IS WORTrl'~HILE TO INVOLVE CREDIT COOPERATIVES IN TH:::: 
PUEBLOS JOVENES If.j T HE PROJECT. 

TECHiH CAL ASS! 5T AN CE: THE TECHIHCAL ASSISTANCE NEEDS 
LJ~/~~~'~o~,~! lED OPTIONAL FORM 151 

(Formerly FS-41:i11 
January 11175 
Dept, of SUite 
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14. I;;'<.~"i J~·'-"~-LOPM~;H: IN (I.CC(;~DANCE wITIi PD-54, THE PP 
:-;;111:))_;) .,"·...,(:~;":T~tI:: T~E I;JA': I~;,,':-:!C;-{ SUBPROJECT CONfC'1MANCE 
\.,IITri TH:: q~1!::'IA'" rHVLLLJPt'1fi(f PL.~NS UF TrlE CITIES INVOLI/ED 
'~ ILL ik A ~~ SUR t: [) • 

15. ()l.,CltlL I...,fo,[ :'TATE"1ENT- THIS S[CTION SHOULD ~E 
FJ'\TH~-R ~.LA~Ot..;;T~:) It. Tit: pp ,.3EE A:'TAr:'HME,~; 2 AIOTO A-241 
Oi til"!;/7')). 

I"i. Lu~;I(AL r-it\~1c;."OR": Ti{E LOGICAL FRAIIE\I,'OKK SHOULD 9E 
Rt:'JIS!:D Iu SIMPLIFY .~ND C'LA2IFY THE PURPOSE STATEMENT AND 
DEVISE :1O"E Vl:-RIFIAlL'- INDIcoTORS A': ALL LEVELS. KISSINGE,~ 

t:{GM UN CL ASS I F'I ED 

C/oss,(,ror,ol1 OPTIONAL FORM 1P;1 
(Former'., FS·412) 

Jenu.rV 187S 
Dept. c;' Stltl 



PROJ ECr DESIGN SUM .... RY 
LOGICAL FRA/OEWORI( 

P,oj"'" Till. & NUMber: ___ Rous...:....::=-.:.in=9...:....::CU4r~~an_t~y_S_2_7_-HG--'-'--_0_9 __________________ _ 

A •• I I C 

l ,Ie 0' O'o.e<. 
F, .... F" _~ ____ .. ,.y_ 
TO''"'' d ~ F""'tIII,,.., ______ _ 
~:.o •• r·,~~o+er.J 

NARRATIVI: SUMMARY OBJ[C TIVELY VERI~iABLE I~Dlcno": I ----;,;-£ ... '"5 OF Vi::RiFlCATI()t.j----- -- r- -- ... ' - ......... ~~-'-i-;o..T-

.... eclur., of Geo! Achl ..... errumf. ~---- ------------ i-~.~p, C" J i_,. 0'''' f' .... ; ~~ .... -_-, -, .. -, .. -t.---
Ongoing' GOP att~;)tioft to the 9hAlter f :',1"1'.<lI ~"i..lr. ~it.~i tJi1BE! line d~ta. 

ProV' .m or S.C'Of Goal: T"\I, broade, obie'er;..,. to 
-"ich !hi. p"iect contribu'e.: 

r.eeds of its l()".,r.' ir:.C0'r.'\8 cit.i.:enn. I' 

Improve the living conditions and F.dtio of p:lnulacion ac:.eivLn'Ci I ,sic 
...-vLrol1l'Uent for lower income f&niliee shelter sta..."1ue.!:c.~~ cC'nti~.':!·s t(. ::"\:ru..~. 

in Pueblos Jovenes and other economically Increased filulllcin::; dv:.!ila:"l· :t - ~ II" 

lIIAr91nal ccmmunities. ll1corne families ilnd les~ re 1 ~'lnc" ,," 

1. De!I>Onstrate that lower ll1cO'ne fMlily 
needs for shelter and related 
services can be met with market 
rate financL ... g. 

~xternal scr..;.rccs of fW1ding. 

Delivery systems ~re aVdil"l,lt, in 
cCX":!T1UI"'..ities not [.-c<..:-vimlsly sCJ.:ved 
C"nd inlprOV'ed (: L!:'el.;:H.!re .. 

~" "c~1 stat(·:I"r.t uf GOP. 

:-···'.L!, L:~i.·lt-J·r ;';al's c.!s·(IL11~,\.'.ed d..~ 

r~~,'1.;ic.ial recc,rds of B\'P~ HDrc, S&lB t 

p..-:-H, et:c. 

I~:l_;- i t.-:: ir'. . .!J':"Jection. 

, ct ion. 

2. Expand the institutional capacity to 
carry out shelter ~~d related ser
vice programs respo~9ive to needs of 

lower income families. 

below !:'I,':c.iar, bc:'r~-3 ;'''''~!~':·~d. , Er'/P
f 

~.);! . ..:, :"';=-.l\.m 
-Loan ce:linque.lcy ra 4 t:S .... :::-c no .:.:!"c: . .\tc~ 

records. 

t..~an s(:ven pC.'!'"Cl·n::. I S!~'s, &-"11, e~c. ac~_ivE"ly intcrC.9ted 
ir :.·:n·"llcin9 low incoan~ rlevelorncnt 

...J:I'pcru-dc:-ul cloC'_'r. .. -"nts .i:'1prcve:: ."l;lrj pC('=t'cts. 
-L~provemcnt in inter2']enci' C0Qn.-~, 

proj~ct5 process~d more rafid1y. 
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1. Imrastructural Services l.a. 11,800 loi'UlS ave ~aging $285 Hor.~!lly ReportB. 

a. Electrical connectionll 
b. Water hook ups 
c. Sewer CO~'lections 

2. Serviced lots wjwo 8helter 

J. Home Improvement Loanll 

In .... I.: 

1. AID 
a. Housing Guaranty Loan 
b. Technical Assirtance 

2.' Local In-lUnd Contrlbutioruo 

3. Others 

b. 13,OaO 10""'B aVGIIqing ~240 
c. 13,UOO loans averaging $425 

2. 

3. 

2,500 ~=_ averaging $2,833 

900 loans evernging $1,111 

1"",I_falion To,g .. (Typ" and Cluantity) 

l.a 
b 

.a 

3. 

b 
c 
d 
e 

$2~,000,OOO 

Home ImproveMentB Program AdvisoI 

Admin. & Tach. !3ta!'fll (Ii:; funded1 
Office space and equipr.ant 
Donated land 

p.J. r~od~li7ation 
GOP gudr<i.pty 
Down paym"n~s by participants 

Six month and second year evaluatiolUl. 

();,-site iru;pections. 

Prc:Ject monitorin9 by USJ\JD. 

BlIP, MOlle records. 

SER/H recor~ 

USA ID, BlIP, MOll:, etc. recorda. 

-c Jilt 1r ... l'·~ 

S i ':"'r, ... ) ':, : ...•. ~H (.' \.rta!: tJOOr. 
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-~'. Jpl(' .... ·1:1 ;"' .. wll11ng t..o p.ay for 
1.1.[ rO" ..... (·_~ f,I_ fy i(.(:6 I f"t-c. 

-:\ jL"r:r 

f.i:.',.' 

.PH ~ .. 1Vf:" i"l('"f!or.' .• ':!'Ie te- COII

'):: d:.c~ U ... ·: r opt~r~ltl\.l:' •• 
"-:,}: . <tlt:~:'":lons .... ·111 ~.4V~-

~ ~ , ~ ,.::i 1 '1:1,~ PO:ltlCftl 
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t!: ;r·t !=(T.;p C{'r;tliPJ_1a t..o be ut. 
':0 (\~':.,':'(: ~.!. l'_IT'l!, (,·f~E":-ed. 

...<c>:,:~. :-. ~.l(':. r-.!tcr: .. d!> dr. •• ".11able 
~:\(J e(l: •. t r:: t '..011 lr.duatI] l!li cepa
LIe L~ ,'<l:-r: 1.n<1 out. its ro~L. 

-;-·!'-c~.:",:- .... ~ ~ ~ he Bd~ r!<1ti'ly r-l.bl1cll~~ 

,l~.(l ;:lo.-";' ~f' '.Iu.I1~ iJt.·L'"V1Cf! a:ld are 

'.;1111:.-] t.o t-'ll)' for It. 

.A.numplloru fOf prvv.d"'''e "'P\lh: 
, 

-t~.S _ Invtl~'-or avail~le. 

-Su'. t dbl .. 1 'Ond .,,- ... 1labla ror urban 
dev ..... lofWTW:1.t. 

-SINA..~S ,,, .... l"f:plll.n p.J. '. on • 
time 1 y 1 ,," 18 . 

-Rt:cip:'e~d 9 t av~ Ru!fic1ent fw-w::U to 

m.1.;'.e dQ"o.."l:pajTr:t·T,tS. 

-{~:.·(,~,1:;d~lj'.;ll 1*!! onnt:' 1 can be tu red, ... 
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Country: 

PEkU 

Project Ho.; 
:<27-HG-OO'J 

Project ritle: Udte: 
IAJ ..... Incor:1c Housing Guaranty Prog. 

/x! O~iginal Approved: 
/x! RC'/islon 

" 12/31/76 , . 
l. 12/31/7G 

") 1'2/'.J1/7G 

:) . 7/30/77 

.j • 7/30/7" 

r 7/30/7,' -, . 

" . :'r d /79 

7. -i/JO/7'J 

. ~ . 4j30/dO 

1.1. ·l/30/d) 

1. C;-:-ll/80 

Ll. 1'2/31/<10 

1 '1 
~ . 1'2/31/tlO 

13. 12/31/f30 

14. 4/30/31 

15. 6/30/81 

Sul.!-Prograr l - Condition Precedent Met - 10 Projects Selected for Plan De..t 

Sub-PrO<Jr _11; 11- .. 

Sul.! PF'lrarn III - '':::ondition Prece(c'nt Het - Agencies SeleL :ed Operating 
?roccdurcE ue:te,nnine:d - Credit Lines e5'" ililished 

Sub-Prograrn I - COI1;;tnlction COI1uncnccd First 10 projects 

Sub-Pr()(JLu~ II -

Sub-Programs I, II, III - Major Joint Evaluation Conductec. 

Sub Prograr.: III - Construction Conunenced First 200 sub-lowlS 

Sub-[~ogrilln I - All Constnlction Commenced 

.. .. 

Sub-PrograQ III - .. .. 

Sub-ProgrJ.,', I - "'-11 /Construction Completed 

Sub-Program 11- " .. " 

Sub-Program :':11 - " .. .. 

Sub-Proqrarns I, II, III - Completion and Eligible Mortgages Certificates 
Submitte~ tor all projects and E~-loans 

Sub-Program I, II, III - Final Evaluation Completed 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

II'oA~HINGTON 0 C 20~;:] 

Provided from: Housing :!.nvescment Guaranty 

Peru: Housing Bank of Peru 

Pursuant to the authority vested in the Assistant 
Administratot-, Bureau for Latin Ar'1erh'a, by the Fcrejgn 
Assistance AL'l uf lCJ61., as amended (FAA), and the 
delegdt iIJI1.; l,f duthl)rity L,sued thereunder, I hen.:by 
duthori.:l the issuance of ,;uar<:!Tltie~; pursuant to 
Sectiul1 222 nf the FAA of not to cxcL'ed [\ve:lty-five 
:,1 L 11 i ()11 J (1 11 a r s \ $ 2 5 , (J 0 0 , 0 'J 0 ) i 11 f ace .3 mo un t , 
dSSll1-in).~ ar-;din,t 10:;scs of not to exceed one 
hundred percerturr. (100'%) of loan investment and 
i n ten; s t \..; it h 1 L: -,; p e (: t t 0 1 u ails bye L. g i b 1 e U. S • 
investors dC cptabl(~ to A.I.D. made to finance 
shelter acrjvitics in Pecu. 

This gual-anty s.lall be subject to the following 
terms and conditions: 

1. Term of Guaranty; The loans shall extenc for 
a pel-ioe! or up to thirty years (30) from the date of 
di:;bufser:Je:lt of the first installment u[ the 10an~, 

including a grace period on the n;payment 01 principal 
not to exc eed ten (10) year s. The guarant y of t hI.: loans 
shall extend [or a period beginning with the first 
disbursement of the loans and shall continue until such 
time as the Investor has been paid in full pursua~t 
to the terms : the loans. 

2. Interest Rate: The rate of interest payable 
to the Investor pursuant to the loans shall not exceed 
the allmvable rate of interest prescribed pursuant to 
Section 223(f) of the FAA and shall be consistent with 
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rat cs of i nteres t generally available for similar 
types of loans. 

J. C;ovl'rnment of Peru Guarantv: The Government 
of Peru shall provide for a full fai.th and credit 
gual'anty to A.I.D. in United States dollars assuring 
against an\' uriC all losses to A.loD. by vi.rtue of 
A. I. D. IS guar allty to t he Investor or from non-payr.',ent 
of the guaranty fee. 

4. Fee: The fee of the United States shall be 
payable in dollars and shall be one-half of one per 
~entLl;n (1/2,') per al1nlUTI of the outstanding 
guarant i cd amount of t he loans pI us the fixed amount 
of $100,000 to be paid as A.I.D. may determine upon 
disbursement of the loan. 

). Ot her Teens and ConJ it ions: The guaranty 
shall be subject to such ether terms and conditions as 
A.I.D. may deem necessary. 

Assistant Administrator 
Bureau for Latin America 

Date 



AN~EX "!:' 

Na tiona 1 Sf. R,12K 

Regions: 

~fptrop()litan Lima (a) sf. 11,782 

:"Ior!hern Pegion (h) sf. 6, 386 

sf. 7, 001 

'-ioulliel'n f\C'gion (ei) sf. 6,472 

L'Istern HC'gion (e) sf. 6,835 

5/. B. 41 Q 

5/. 4, 59 7 

5/. 4, 583 

5/. 4, 454 

sf. 4.;'62 

Medin n Ur ha n 
Family Tncome 

5/. 9. -:64 

5/. 5,332 

sf. 4, 5~3 

5/. 5, 166 

5/. 5,407 

(a) Includes the province of Lima and the Constitutional Province 
of Callao. 

(h) Indudes the states (Departments) of Tumbes, Piura, Lambayeque, 
La LIl)('rtad, Ancash, Cajamarca, Amazonas and San Mal"tin. 

(c) Includes the states (Departments) of lea, Junin, Pasco, Luancave
lito, Lim(l (except Metropolitan Lima) A~racucho and Hua;~uco 
(except for the Province of Pachitea). 

(d) lnc1udf's the states (Departments) of Arequipa, Moquegua, Apurimac, 
Madre de Dios, Cuzco, Puno and Tacna. 

(e) Includes the state (Departrnent)of Loreto and the Provinc(' of 
Pachitea in the state of Huanuco. 

M eth ado lo!:! 'r. , 

The 1976 family income has been estimate~ from 1973 personal 
income figures considering a 10% annual increasing rate, and 
the national average of 1.4 workers per family. 

Source: 
Encuesta Regional Urbano/Rural de Mana de Obra: Agos'co-Octubre 
1973. 



Regio n 

Northern 

Central 

Southern 

Eastern 

Priniarv 

Citie s 

Truiillo 

Chi ni hotf' 

Lima 
(Metropo litar~ 

Arequipa 

Iquitos 

Seconoary 

Cities 

Piura 

Sullana 

Chicla~ro 

Caian1arca 
Tarapnto 

Hua ra 7 

Huancayo 
Ayacucho 
rca 

CU7.CO 

Puna 
Juliaca 
Tacna 

Pucallpa 

Terciary
Cities 

Tumbes 
T alara 
Paita 
Bayova r 
I3agua 
Cl.ep~n 

C hacha poya s 
Jaen 
Mayabamba 
YuriITla~uas 

Huanuci! 
Tingo :t-.'.arfa 
La Mer;:ed 
La Orola 

Maqueg;1a 
Ila 
Abanca'[ 
Quillabd.mba 
Sicuani 

Pta. M"ldonado 
Juli 
Ayaviri 
Huanca_-.e 
Azangara 

Nauta 
RequenJ. 
Contamana 
Atalaya 
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,Th'NEX 

METHODOLOGY USED TO DETERMINE '~'HE LCMEST INCOME 

PERCf?\'TILES REACHED JJY TIlE PRCGRAM 

Median Income 

[ncomes 

.El7S Median 

.750 MeClaTl 

.b~5 ~ledi dn 

. :)00 t·',ed i ,111 

.375 ~'edi ,1Il 

. ~ 50 ~led iLl 11 

.1~5 rledian 

P ~ R C E N TIL E 

Hedian incomes for each of the selected cities were scalec. to 

the vertical bar. Their minimum reachable incomes were mo"tched 

to the income distribution curve which was adapted from p. 27 and 

28, Shelter sector Analysis. 

In the above example, the Sub-Program would reach families 

earning .64 of the medial. income for that city. The lowest 

incomes reached would be at about the 23rd percentile. 



Al';NEX J 

TransLJtio!l l)f let',,,!" f"rorl ~~OliC to 13VP, listing tr..::: 
PrO~l'cts t'J Lc f::'nall~ed under !l.G. Prc.,(]rarn 

Hr. Victor Cdstro :-lufi.6z 
Genera 1 !'!.:lnLlgcr 
HOllsing E,wk of Peru 
Lima 

Dear Mr. Castro: 

Ref.: unit Costs of the projects 
to be financed by the AID 
Loan of $ 25 million 

I have the plcdsure of serJding you the :1 ttachul lis:: of pro
Jects to bc f in.:lncc.:d uLdcr the ref c:rcnced loan, with specificc
tions dS to «leil proJect, ('stimat~:c. w1it cost 2i1H1 the nwnber of 
families to ~J() ~<:nLf.it(:d uS a complement to the iniorm.::;tion 
:;ubm.ittc,l to i,)ur l)fficl in our lc::ter N°G53J-7u-J1u1 0£ Marcr_ 
1t>, 1J7<J. '.i·:ll.~; 1.niorm.Jtic:,r. has been dL'vclopcd 1.n coordinatior~ 
h'jtll rl'prl'~;l'llt2tive:~ of l~~OS, ESAL, ESAR 2111,j DC!.). With re
fl'n"nce to thL: provi:.;icn e,f electrical services VIC have used 
data mdcie clvJilaL1e by the BliP. 

Please ))0 assured of my highest consideration. 

cc: Director Superior 
Advisor to the Minister 

Enclosures. 

Sincerely, 

Arq. Hilde Scheuch de Zamora 
Direc~or General 
sectorial Planning Office 
Ministry of Housing and 
Construction 



Department, 

La Liberti:ld 

1. PROV LS 101-; Uj' ,ERV ILl:> l'Rl).,;AAM 
1. Sewer ar.,l Water Projects 

a) ESAL: .sewer one, Watt:r I'l:U, C'C~, lr. LL':'..J 

b) 

c) 

Location 
Coll iqul: (Cor,,,,:,;) 

A~o Nuevo (Con~~) 

La Ch.Jl~~~ (C~llao) 

':';,.' j,>t.! 

W 

W 

P.Uf'n()~ Ai r.',L. .j~, Villa (S'n'.'o) W 

El Pro0. t:~O y Villa Espcranza 
(C--lr~bayll()} S 

La 1'101', h;,dl Por!'"c; Barrc
nechcL', P,~l\'0l:1n, Bl'llo rlO-

rizontc' (C.Jrul--:.:y11 o} S 
Canto Chico, Sagrddo ~adero, 
15 de En~ro, La Providcncia, 
San HiL:.r ~6n, ~1Ul,'VO Perd, 
Jos~ Arr]u(,das (Lur i'Jancho) 
Total: 7 

w 

ESAR : SC'"lcr anJ ',.iater Projects 

D. AlciJt::.o Carrien W 

" " S 
El Carrrll:n W 

" " S 
Zona liD" Hunter S 
l-lariscal Castilla W 

" II S 
Sachaca S 
Pampa de Camc:rones S 
Porvenir Apacheta S 
Leones de Misti W 

" " " S 
II Etapa Zamckola W 

" " " S 
Provo Caman~ W 

" " S 
Totals: 6 W 

10 S 

I:X30S : Wat.er and Sewer Projects 
Location 

in 

Pueblo Joven ~ 

Vista Alegre S 
Santa Julia W 

11 " S 
PP.JJ. de Trujillo W 

" " 11 " S 
Norte Chico W 

" " S 
Trujillo W 

" S 

';Oot Fam~l ' ""3 

7000 
3830 

1000() 

4200 

1100 

2844 
30474 

Arequipa 

218 
218 

42 
42 
76 

300 
300 
230 
300 
100 
266 
266 
810 
810 
350 
350 

1986 
2752 

N°of Families 

1597 
1859 
1859 
8500 

" 
1190 
1035 
1410 

650 

Total cost 
$ 5,":44,444 

:3, ,~'44, 444 
3,44,444 
1, .:..7",.' 778 

3,:':88,889 

'iT!,778 

2,::00,000 
$ 18,977,777 

$ 6:',444 
l28,40C 

32,844 
55,844 
29,400 

157,089 
221,200 
135,2A9 
244,889 

57,089 
91,600 

117,644 
370,667 
376,667 
115,933 
'Al,333 

$ 2,341,332 

Total Cost 

704,422 
104,622 
512,067 

1,383,333 
1,075,556 

274,667 
188,889 
584,444 
356,222 



Wl'dtlon 

l.le ea r tJIIe n t Pu(;b10 Joven 'I)"pe N°nf Familit"'s Tot<.:l Cost 

Piura Querecotillo W 1122 $ 130,000 ., 5 " 1:::8,889 
Campo Palo W 763 43, III 

" 
., 5 " 1:)6,333 

El Indio W 764 :;8,200 
" 5 " 241,600 
Barrio Sur ti 456 7, :::00 

" " 5 " 22,222 
Talarita W 202 12,889 

" 5 " 31,111 
Chi:.:layito W 100 8,222 

" 5 " 75,000 
PP.JJ. Chulucanas W 1626 191,311 

" " S " 3G4,444 
Catacaos W 3476 640,333 

" S " 519,376 
Urb. 9 de Octubre W 22,222 

" " " " S 26,6F.7 

Arequipa Camana W 1434 100,000 
" S " Ill, III 

'lauca W 17,778 
" S 71,111 

JW11n sincos 18 Etapa W 367 82,000 
" " " S " 81,778 

Tapa W 450 24,444 
" S " 60,000 

Masma W 560 70,778 
" S " 65,000 

Marco W 500 32,444 
" S " 116,111 

Loreto Requena S 1212 255,711 
" W 2000 412,444 

Contamana S 935 128,889 
" W " 200,000 

'lurimaguas S 4670 533,333 

Lima Chosica S 9320 808,889 

Cajamarca Celend1n Amp. W 330 31,111 
" " S II 70,778 

Amazonas Bagua Grande W 1200 333,333 

Ancash San Pedro (Chimbote) W 2500 212,444 
" " " S " 666,667 

PP.JJ. Chilnbote W ---~ 444,444 

" " S 479,333 



• A·Pdr t..rl1t nt • 

Ayacucho 

CU2CO 

Pasco 

Puno 

Lc~c...~lt luI • 

C.:ileLJ ;'o"n Jos6 

" 

PP. Vi~td Alegre 

San Jt!!:'6nuno 

" 
Sangarara 

Oxapampa (lll11p.) 

JuliacJ (Others) 
" " 

Totals: 

- ) -

w 
s 
w 
s 

w 

w 
s 
s 

w 

w 
s 
w 
s 

578 
" 

556 

32322 
45562 

2. Electrification Pr0jects 

Locat.ion 

El Pr~Jr0so - Independencia 
San Camilo 
San Ral:16n 
Inca PClci1acutec 
Micaela Bastidss 
Cruz de JI.rm2tanilio 
5 de.: :'lCJYo 
Jo.s~ Berr,ardo Alcedo 
San lIimar 1.on 
15 de Enc·ro 
San Antonio dl' Pedregal Alto 
El Agustino Ira. Zona 
I'lu~scar 

Cerro El Pino 
Nos iC; 1 iLl II 
3 de Octubrc y Miguel Grau 
Marisccd Pam6n Castilla 
Santa r~ 
Santa Rose:, 
Anexo 41 Ciudadela La Chalaca 
San Rafael 
El Planero 
Perla del Sol 
Alfredo Pdlacios 
Senor de los Milagro3 
(Arnpliac. Comas) 
Villa H8rP.lOSa 
Col1ique IIa. Zona 
Collique IlIa, Zona 
Federico Villarreal 

Total: 

152 
177 
136 

1,000 
897 
444 
498 
165 

1,255 
445 
715 
526 
478 
777 
191 
628 
802 
139 

1,083 
135 
102 
959 

60 
34 

100 
538 
987 

1,295 
190 

14,908 

.~2,222 

:9,667 
:'22,222 
:.. u8, 889 

':6,533 

::'::"1,111 
l~3,333 

:'33,444 

:':02,222 

.. 22,222 
:.c 33,333 

$15,051,:::'78 

Estima-::.ed Costs 

$ 2._,844 
2::.978 
3J_, 467 

lL.200 
10'7,222 
5~~, 000 
5",,467 
2(:,578 

13:,422 
4~,578 

10';,62:: 
6:;',267 
52,022 
83,689 
2::.,356 
::'::',800 
7·5,933 
Ib,556 

12'1,822 
17,378 
11,311 

135,889 
8,000 
4,000 

16,000 
100,978 
130,156 
207,9/8 

28,400 

$1,882,913 



/,I'!',-!U il),l 
CuZCO 

H',;~nuco 

leel 

Jun1.lt 

Lo.i.LU'dYl' lUL' 

L.. Lih:rtdJ 

Limo 

Piurc:; 

l"L:no 
'l\.lCll..J 

'i\urnl)e~j 

LocatluJI 

,,\Jl~' 

llre(lu Ip.l 
CUZC'\ 

!iu~nuc,) 

Ica 
Huancayo 
Cniclayo 
TrU] i110 
Li:'tl.:l 
Lll11a 

Huacho 
Puc~ Ipa 
~lCJ(:Ul;gua 

110 
:::'iJl<..ra 
?iura 
Puno 
Tacna 
'l'Wnbes 

*lA.,\'cl ·,)f lJl'vLlor~n(:nt: 

'" U l) 1 Jr:lt. 

Lot;, l,\) ~l t 

0 1)0 ~~.' ,7i-

400 ~ J()\) 

.'00 31",1 
400 21)()7 

400 3333 
200 4000 
400 ';000 
000 2222 

30 4333 
370 4333 

1000 2578 
250 2667 
100 2667 
200 4000 
400 4000 
400 4000 
400 3333 
200 3333 
200 3333 

7200 

Flans v10)~ratcJ; H~dJy for Construction 
Fl'.:Js.iJ~ility Stl'.dy Completed 

). Pr,~li;:, inory stu,]y Completed 

Tota~ ProJect Level ,Jf 
Coo.;t, [)eve lopnent* 

" .' , 1 ') 1, III I 

" 
o. 

l,hOO,UOO , 

h~2,...:~~ 
., 

1,0(>1:', [",7 2 
1, 333, 333 :: 

800,00L .:;, 

1,600,0O" 2 
1,777,778 1 

129,')90 1 
1,603,210 3 
2,577,77R 2 

666, Li:~7 1 
2()6, H:'7 ~ 

c)Qo,oeo 3 
1, GOO, 000 2 
1,600,000 2 
1,333,333 2 

(,GL,,067 3 
()GG,6G7 3 

$2~,9()2,222 

'l'llt: liou:;in'l 1-'1'l)<)1'.JI1\ cor.c.;ists of the Sub-Programs of: a) Elemental Nuc1eousi 
ill Eh'ricntcll H0U'~( I; l~) ElL,Incntal llouse II ar.d d) Loans for home imprOVeJ;',8nts 
,:nd cnldrgcments (llicludcs [cnco, "ouse connections for water, sewer and 1.1eC
tr icity, clllU intrcldomic lliary installations of baths, sanitary apparatus ~nd 

f illi~;hinys) . 



TAANS!NrION 

MINISTHY OF ECONOMY AND FINANCE 

Let te r \:0. Slb -7G -L:F /75.21 

Mr. Don:11d Finl:>eL~ 

n.~_l.·(~f: tv::.' 

Lima, Mal'ch 23, 1976 

j\gency for Ir.Lernational Devclorneni: (AID) 
LIMA 

I ,U' ple.:lsed to vlrite to you with reference to a loan request s'..Jb
;:ii ttcd loy my Gove:rrui1l;r,t for credit for d !1C'-l "Housing Invesbnent 
Guarant.ee (lIlG) Prcx]r:ui1 in Pen;" I which ""'ill selVl' low income secto:..-s 
,rnd Hhich amounts to Jpproximately US$25,uOCi,UOO. 

In ordl!r to :;U}.l fC',Jsibl( the imrle:-:lentdt.i.o~', of tlw project and to 
delegate the ~'equirl!d n,,~pol.siLility fOJ: t lw ir,pll:'l< ntation of cred.t 
pl'()(Jc.u,,~~, the Ilou:' ir:cI H:Ul,~: (: l'eru (Banco dl' 1."1 Vi ,.'ienda (lC::' Peru) :.as 
been ,1l':;iqnJtcd :,:; !Jon,'O,':,'l' ;',)]' the negotiat ion uf :,.11<1 project. 

Tlii!; d(~siql1Jt ll)l, 1." I.'L'i',>; t1 cll1smilteJ to you :,;n that necessary 
l:ourd.L:lclLiuJ; L:clJ: LL il,l.liat'l! between this inslitutiOl, and your 
or'Janiz.1Lion in ut'lill' La Llct('n, ine credit development und subsequem:, 
optimw:;, implclnl:ntd l ion of the program. 

I tJJ.:e ti1is opportw1ity to reiterate to you the expressions of 
my distinguished consideration. 

Sincerely, 

MINISTRY OF ECONOMY 
AND FINANCE 

(5) Fernando Reus Salinas 
Director General of 
Public Credi t 

http:505-76-UF/75.21


TRA1:::';u\TION 

Bancu de la Vivienda del Peru 

LimLl, May 13, 1')76 
No. 2934-7G-EF-I01-l0 

Mr. r.'onald Finberg 
Mission Director 

ANNEX I. 

Agency for IntetTI.:1tional Develof'llent 
A.1.11. 
Lima 

A~~ Vl)U Wl'rc, infoIl11cd by letter No. 504-7G-EF/7J.21 dated March 23, 1976 
of the Director c;"neriJl of Public Credit of the Ministry of ECC'Eumy 
and l'inancl', thL' !lousing Bank of Pen} h,Js been designated as BoL~ower 
for the nl"Joti.,ltiOlL of a new 1I0usir'j GUil::anty Pro,]ram in Peru, o.;~lounting 

to approximately US$:?'.i,OOO,OOO for the lower income sector of the 
population. 

']'0 th:~t effect, tiw 13V1' has worked in coordination \.;ith officiaL; of 
the i\'Jellc,/ [or Il1lL·rnational DL'velop.:1c;nt in the prcpa.rat~on of L.e 
G{:n(~r:i1. Plan for tLc prol)()scd Progl:c.J~I. Attached we arc sending ~:or 

your infon;-L"tlo[] clnci uS,c, the pro[x)3cd outline of the Progrun. 

Wc· th"nk YOIl fen your va::'uable contribution on this matter and c·:press 
our i:opc that U:c: [inanclng we arc reque:..,ting v/ill be obtained &.;j 

promptly as possible. 

I take advc:ntagc of this opportunity to renew my feelings of greatest 
considerdtion and personal esteem. 

Sincerely, 

HOUSING BANK OF PERU 

(s) Raymundo Morales Urresti 
Presi0ent of the Boara 
of Directors 

(Attachment is Table I which is enclosed - Page 18). 

http:504-76-EF/W7.21



