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DEPA;:nrv~E:NT OF STATE 

AGENCY FOR I~. rER ~~:\ TiC~'AL DEVELOPMENT 

· ...... ~HINGTON D C 2C~2) 

GUARA1\!TY AUTHORIZATION 

PROJEr:T !",%-HG-005 

Provided From: Housing- Guaranty .\uthority 

For Central American 8thlh: for Economic Integration (CABEI) 

Pursuant to the authority vested in the Deputy Assistant Administl'ntor, Bureau for 
Latin Americ:l ;1nd the Caribbean by tlie Foreign Assistance Act of 1831, as 
amended (F:'l.:\\, ~lnt.l tile riele0'nticJns of authol'ity issued thereuncer, I hereby 
authorize thi: issl!c,n~e of guaranties ~ur3u;lnt to Section 2~2 of the ;:'AA of not to 
exceed twcJnt~'-five million dolbrs (S~J.OOO.UOO) in face amount, .1ssLlrir.~ eC::3.inst 
losses (of not to exceed one hundred percent (looe'(,) of loan investment ane 
in terest) '.V i til rcspcc t to 10.1ns by eli",ib Ie [l.S. in vestors (Investor) accep l.nb Ie to 
A.I.D. mred,:: to financ? i,OllSin'! [)['oj~~~lS in Central ,~merica. This guol·3.nty ':'Jill 
assist CAl~;::1 in establlsi'ir'2; a viahle seconcirll'Y mortgage program ca<)oble 01 

supoorting' ilo~lsin,,: finunc'2 institutions and housing' pi'ojects in Centr3.l Arnel'icn. 

This guaranty shall be subject to the following terms and conditions: 

1. Tc'm of Gual'llr.tv: The loans ;;h311 extend for d ppriod of up to thil'ty 
years (30) from the GLI te of disbursement ilnd m:ly include a g;--Ilce period 
of lISl to ten ye8.rs on reDCl',,;l(;nt of orinci[)al. The guaranty of the loo.f1s 
sho.ll extend fOl' a period be;:;innin;; with the first cls!'::lJl'sement of the 
loans and slt8.11 continue until spch time as the Investor t~as been paid in 
full pursuant to the terms Qf tr:e loOJls. 

2. Interest fbt0: The rate of interest payable to the Investor pursuant to 
the 10',Ds :;il:111 not exceed t\,8 allowahle mte of interest prescrihed 
pursuant to Section 223(f) of t!,e FAA and sh:lll t:oe consistent dtll rates of 
interest G'cner:l11y aV.:lib01e fOl' simil3.r ty!,es of loans made in the long 
term U.S. capitnl mprh:ets. 

3. F~e: The fec of the United States shall be pavable in GollA.rs and shall be 
onc:-half percent (l/!.:C'n ~el' annum of tlte out~t8.ndin~ guarantied amount 
of the lOClns pitlS a fixed amQltnt equal to one percent (lQ~,) of the amount 
of the loans authorized 01' "ny part thereof, to be paid as A.I.D. may 
determine upon disbul'SemE:nt of the loans'. 
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4. Other Terms <lr-:i Co:-ditions: The guaranty shall be subject to such other 
terms and conciLtlOns as ,-\.1.0. ;nay d:;:ern necessary. 

The Project shall be subject to the followin~ covenants and cc:r.diti(:'ns: 

I. ConuLtiClIIS Precedent 

Prior to the fLrst disbursement of HG fcJr,ds, C!',BEI shall s'Jb,nit to A.l.D •• 
in fonn and subst<1nce satisfactory to ;-\.I.D., evidence that it has,: 

a) Contractec; fer 2nd dr':i\vn Gov.n the full $23 miJion third tranche of 
rroJect ~96-HG-';C)3. 

b) Establishc--l 2. I'e:-m,,:ncnt Housing CcordinatlOn Committee respon
sible for furt;'c'l:~~. coordin.:tting and e:-.:peciiting all activities per
tc.inJnf, to C\bErs :;ousing ;7 und. 

c) Revised the f-iousjn.~ Operating Plan and GUidelines (Documento 
BeJE, DfV-21 Iii il manner w flich is consistent with the Bank's housing 
policy and tile HG loan Impk'lncntdtion i~.greement. 

d) Formuluted 211 <.csr2erncnt dIld pro~rammed the purchase of 
mortgage-oc;cJ:cd securities to oe issueo by a national :lousing finance 
inst itutJon in eJch of 2t lec.st three C::ntr::!l /\mer ican countries. The 
agreement \'Jill set forth the Lif':derstandim; re:~.,rcing the teri:lS of the 
bond tr<':'llsaction bct·:.een CAGEI and each national institution. 

e) Revised the HCclsiiig Fund financial <lccounting system to collect and 
produce pertin(~:Jt infor:-n<1tion on a timely basis, especi2.11y regardi;lg 
the uses of the He 103n and the CAbEI matchLng funds, per the 
provisions of the Implementation Agreement. 

2. Coven2nts: 

The dra\::uo\\ns will I)e supported by evidence of completed investments 
by CA2EI in mort;ages or mort~age-backed securities which have 
provided the ini!~<1l Ions term financing for new housing. Disbursement of 
HG loan iunds will he such that they: 

a) Represent not more th<1n one-third of CABEl's total investments in 
middle illld low-inc.:mc housing subsequ~nt to July, 1979 (the 
begir"'ing of Ct\L)[I's 1979-80 fiscal year); 

b) Provide financ~ng only for C:\BEl's investrnents in housing affordable 
by families with belol'.' mediur.-, incomes in a proportion not to exceed 
2/3 of Ct\BErs total investment in such housing during the same 
period. 
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c) The project will be subject to such other terms and conditions as 
A.I.D. may deem necessary. 

/ Edward "1,. Coy ) 
Deputy Assistant /\dministr!:ttor 
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BIAPE 
PVO 
S&L 
TSO 

LIST OF ACRONYMS 

Banco Interamericano de Ahorro y Prestamo 
Private Volunteer Organizations 
Savings and Loan 
Technical Service Organization (coop housing) 

CENTRAL fu~ffiRICA (region) 

BCIE 
CABEI 
CACM 

COSTA RICA 

DECAP 
lMAS 
INSS 
INVU 
SBN 

EL SALVADOR 

Banco Centroamericano de Integracion Economica 
Central American Bank for Economic Integration 
Central American Common Market 

Departamento Central de Ahorro y Prestamo 
Instituto ~ixto de Asistencia Social 
Instituto Nacional de Seguridad Social 
Instituto Nacional de Vivienda y Urbanismo 
Sistema Bancario Nacional 

BH Banco Hiputecario 
FNV Financiera Nacional de la Vivienda 
FSV Fondo Social para la Vivienda 
FSDVM (FUNDASAL) Fundacion Salvadorena de Desarrollo y Vivienda Minima 
lVU Instituto de la Vivienda Urbana 

GUATEMALA 

BANVI 
FENACOVI 
PROMETESA 

HONDURAS 

BT 
FEHCOVIL 
FINAVI 
INVA 

Banco de la Vivienda 
Federacion Nacional de Cooperativas de Vivienda 
Programa de Majoramiento Tecnico 

Banco de los Trabajadores 
Federacion Hondurena de Cooperativas de Vivienda 
Financiera Nacional de la Vivienda 
Instituto de la Vivienda 
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I. RECOMMENDATIONS. SUMMARY AND ISSUES 

A. RECOMHENDATIONS 

ROCAP recommends authorization in FY 79 of a $25,000,000 Housing 
Guaranty for the use by the Central American Bank for Econom~c Integration 
(CABEl) for the purpose and in the manner indicated in this Paper. * 

*Nicaragua is a member country of CABEl. Recent events in the country are 
such that its participation in this projec,: is impossible to determine at 
this time. Thus, project feasibility has been analyzed without including 
Nicaragua. 
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B. SUMMARY BACKGROUND AND PROJECT DESCRIPTION 

1. Background 

By 1980, the total population of Central America will be 
20,300,000, an increase of 28% since 1970. The population of the six major 
cities alone will be 5,000,000. Annual growth rates range from 2 0 8 to 3.8% 
in the various countries. Urban growth rates are generally double thosp. of 
rural areas. 

These accelerated population growth rates create a substantial need 
for new shelter in Central America, compounded by the large, accumulated 
deficit of approximately 1,500,000 units defined as those existing units 
considered to be unsafe, unhealthy and overcrowded. 

The deficit is growing because production by the formal sector, pri
marily due to inadequate financial resources, but als0 due to institutional 
inabilities, is insufficient to satisfy even a major portion of the new 
demand, let alone reduce the existing deficit. ~ational production by the 
formal sector is providing 20% of the new demand in El Salvador, and Hon
duras, 40% in Guatemala and 80% in Costa Rica. As a result, most families 
in Central America, in particular the poor, must obtain their housing 
through the informal sector. This housing is most often located in un
controlled settlements where the essential urban services such as water 
and sewer are not available in one-third and two thirds of the units 
respectively. Families of six typically rp.nt and share one lO'x12' 
room and share a bathroom with other families. The structures are 
typically dilapidated with a dirt floor. 

AID is assisting the countries of Central .~erica to improve their 
production of housing to alleviate some of the demand, by providing tech
nical assistance and bilateral and regional loans to the national housing 
institutions and CABEI. These loans and technical assistance are directed 
toward reinforcing the formal sector and supporting the informal sector to 
better provide affordable shelter for the poor. In this context, $206 mil
lion in bilateral and regional loans have been authorized o Of that amount 
$92.2 million has been for CABEl's housing program which was established 
in 1963. 

CABEI has recognized the magnitude and significance of this shelter 
problem confronting the poor in Central America. It is the Bank's stated 
policy to support national programs which address the problem. 

To this effect, CABEI established a Housing Fund in 1963 0 It has 
invested the resources of the Fund through the purchase of mortgages origi
nated by the various housing finance institutions in Central America or 
through the purchase of participations in those mortgages. This activity 
has come to be known as CABEl's regional secondary ~ortgage market program. 
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In this paper the term Housing Fund will be used to refer to the 
financial unit set up by CABEI to provide and administer the resources 
which it invests in housing. The term regional secondary mortgage market 
program will be used to refer to the means through which these resources 
are invested by the Bank. 

To date, CABEI has authorized $160 million in investments to finance 
29,100 new housing units. Of that amount, $55 million has financed 13,000 
low-cost housing units, all in the last four years, a clear indication of 
the Bank's growing commitment to financing housing for the region's poorer 
households. 

CABEI represents a unique regional resource that can serve as a com
plement to AID's bilateral housing assistance efforts by providing continu
ing financing for the new housing programs developed through those efforts. 
By building on CABEI's commitment, and by assisting in the continued de
velopment of its secondary mortgage market operations, this project seeks 
to provide new opportunities for the poor in Central America to obtain 
decent shelter by increasing the volume of funds available to finance 
shelter affordable by the poor majority in each of the countries of the 
region. 

2. Project Description 

a) Purpose 

In pursuit of that goal, this project will establish 
a viable secondary mortgage market program in CABEI capable of and dedicated 
to supporting housing finance institutions and housing projects for the 
poor in Central America. 

b) Proj~ct Funding and Implementation 

Project funding will include a $25 million Housing 
Guaranty (HG) loan to CABEI and $50 million provided by the Bank in funds 
obtained through its general borrowing or from the profits and recuperations 
of the Housing Fund. In providing a two to one counterpart to the HG loan, 
CABEI will be reversing its historical dependence on AID for nearly 70% of 
the funds used to finance its housing investments. Such a reversal provides 
further evidence of the Bank's commitment to housing. 

The implementation period for the project will coincide with the last 
four years of CABEI's current five-year investment program - from July, 1979 
to June, 1983. 

The funds will be invested by CABEI through the purchase of mort
gages, mortgage participations and mortgage-backed securities from national 
housing finance institutions including S&L 2ssociations, housing banks, 
cooperatives and housing trust funds. 
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c) Outputs: Housin8,. Units 

CABEI will invest $41 willion (55%) of the combined 
$75 million, including the entire $25 million HG, in providing the initial, 
long-term financing for new housing units affordable by families with in
comes below the urban median incomt levels in each or the Central American 
countries. The balance \rill be used to financ~ middle-income housingo 

The expected distribution of houses to be finanred is as follo~s: 

Level of 
Financing 

($ millions) 

34,0 

14.0 

75.0 

Type 
of 

Solution 

Single Family 
detached & 
apartments 

Single family 
attached 

Core & Small 
single family 
attached 

Approximate 
Number of 
Solutions 

2,900 

4,500 

3,300 

10,700 

Affordable 
Income Per

centile G;:-oups 

50 + % 

40 to 50% 

25 to 40% 

25 to 50+ 

To adjust to variations in income levels as well as available mort
gage financing terms among the countries, the expected cost of typical 
solutions will also vary, as follows: 

Cost/Affordability* COSTA RICA EL SALVADOR GTJ.\'i.'ENALA HONDURAS 
of typical units (San Jose) (San Salvador) (Guatemala) (Tegucigalpa) 

single family cost $ 6,000 $ 7,000 $ 8,000 $ 4,000 
attached pctL 45 40 40 46 

core and small cost 4,000 3,500 2,500 
single-family petl. 28 30 28 

*Affordability is based on income in specific cities, as shown 0 See also 
Table V. 

There will be qther, indirect project beneficiaries, including those 
who will be able to r~nt a room in one of the new units. Such families on 
an average will have lower incomes than direct beneficiaries. 

The low-co~t units, those affordable by families in the poorer half 
of the urban population, will range from a $2,500 partially complete or core 
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house in Honduras with a constructed area of 20-25M2 
and a 75M2 lot to a 

$7 t OOO two-bedroom house in El Salvador on a 105M2 lot. The proQuction of 
some 7,800 such units will be an iw?ortant output of this project, 

d) Outputs: Institutional Changes 

However, to assure that the poor in Central America 
will continue to have access to long-term financing for similar housing 
units, the project will serve, as well, as an act~al working context in 
which to design, test and implement changes in the manner in -.. hich CABEl 
operates its Housing Fund and secondary mortgage market activities. 

Such changes s?ecifically will: 

Develop a 30lid, ongoing financial base for CABEl's 1.{ousing Fund 
by instituting financial ~anagement procedures which will permit the Bank 
to make full use in financing housing of available sou:ces of funds, most 
notably CABEl's general borrowing in international capital markets. 

The sale or the Bank's housing ~onds in Central .\merica will also 
be re-iniciated with terillS modified to Jvercome rast difficulties. 

Provide support to national secondary mortgage ~arkets in Central 
America through C,illEl's housing prcgram by relying illore heavily on the pur
chase of nationally issued mortgage-backed securities as the means for 
channeling the Bank's resources into housing. The investment in such 
securities with variable ~aturities will also contribute to the feasibility 
of using CABEl's short-term general borrowing as a principal source of 
=esources for the Housing Fund. 

Respond to the housing needs of the poor in Central America by 
instituting procedure::; which ,.;ill permit CABEl to identify both the housing 
needs of the poor and the types of solutions which they can afford, The 
project will also ~nvolve a wide range of public and private institutions 
in constructing and financing such housing, 

Provide greater agility and better coordination in the internal 
management of C2~El's housing program Jy expediting and simplifying loan 
and disbursement revie' .. and approval procedures and by modifying the Bank's 
organization of its housing program. 

Up to 28 person/months of technical assistance and 30 person/months 
of participant training will support the implementation of these changes, 
complementing the Bank's own efforts. 

CABEl's growing access to international capital markets as a source 
of investm£nt resources and the Bank's recent adoption of a policy which 
confirms its commitment to finance housing units affordable by the poor, 
make this an opportune moment to consider this project. So do other 
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changes such as the ?Os1t1ve change in attitude toward the Bank's housing 
program by El Salvador and Guatemala; the increasing use of traditional 
mortgage financing tor low-cost housing, including core units; and the ad
vanced stage of efforts to issue mortgage-backed securities in several 
countries of the region. 

c) End oE Project Status 

By the end of the project CABEI will have demonstrated 
that the Housing Fund can be supported without financial risk by the Bank's 
short and medium term lendingu CABEI will be operating a viable regional 
secondary mort6age program with an annual volume of $25-30 million in trans
actions. Up to SO: of this volume, or about $15 million, will be invested 
annually by the Bank in mortgage-backed securities issued by national hous
ing finance institutions as a measure of support for national secondary 
mortgage markets. Finally, ~o less than 50% of CABEI's housing investments, 
or $10-l5 million, will be directed to housing affordable by urban families 
in the 25th to 50th income percentile groups or below in the various Cen
tral .~erican countries. 

f) Source and Auplication of Funds 

Project costs and proposed funding (in thousands of 
U.So dollars) are: 

Technical Assistance 
Training 
Low-cost 
Middle-cost housing 

TOTAL 

AID CABEI 

180 
40 20 

25,000 16,000 
34 z000 

25,220 50,020 
33 67 

TOTAL % 

180 less than 
60 1% 

41,000 55% 
34,000 45% 
75,240 100% 

100 

The technical assistance and the training of personnel from national 
institutions will be funded using HG fee income. As such it can be expanded, 
if necessary. CABEI will fund its own training out of the Housing Fund's 
operating expenses. 
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C. ISSUES 

This paper is responsive to the specific guidance provided by 
the DAEe following its review of '.:he PID for this proj ect. The issues and 
concerns expressed in the PID review cable. (See Annex C) have been addressed 
in determining project design. They are discussed in depth in the PP. 
What follows is a summary of that discussion, which provides direct answers 
to each of the five issues raised in the PID review cable: 

1. CABEl's Housi8g Policy 

In August of this year CABEl's Board of Directors approved 
the "General Policy Framework" for the Bank's housing finance program. (See 
Annex D) The follow:i.ng quot:1tions are from that document. 

a) CABEI's Commitment to Housing 

" ••• the Bank considers that housing is one of the sec
tors which must receive its attention and support." 

" ••• the Bank will orient its housing p~ogr~m to providing financing 
and technical assistance for the development and construction of housing 
intended for 10101- and middle-income families, making its best effort to 
approve no less than 50% of the financing granted through that program for 
housing for low-income families.,." 

" ••• low-income families will be defined as those whose income is be
low that of the 50th income percentile group ••• " 

" •• othe Bank will make further concerted efforts so that of the 50% 
of its funds targeted for Im-l-inc.ome families, 20% is targeted on families 
whose income is below that of the 40th percentile group," 

" •• oCABEI will provide financing through its Housing Fund at a level 
of about $25 million yearly over the next rive years." 

b) Sources of Funds 

"The financing [or this program will be obtained from 
various sources, such as recuperations and profits from previous invest
ments, the sale of securities backed by the Bank's mortgage portfolio (In
vestment Certificates, Housing Bonds, etc.), through secondary mortgage 
market operations in Central America and in international markets, and 
through international agencies such as AID, BIAPE, lOB, etc." 

"The fact that the Bank has a strong international financial standing 
allows it to provide ample support to the housing sector." 
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c) Secondary ~ortgage ~arket 

"The secor.dary mortgage market established by CABEl on 
a regional level has proven to be an important mechanism for mobilizing re
sources and for providing a constant flow of financing to participating 
institutions. For such reason, CABEI will ciedicate its efforts to strength
ening that system." 

" ••• CABEI will provide the bulk OL lts financing to participating 
institutions through the purchase of mortgages and/or mortgage participa
tions, of securities backed by mortgages including mortgage-backed bonds, 
and of mortgage parr.icipation contracts in accordancE with existing 
national legislation." 

2. Relation to Previous AID-CABEI Programs 

a) Current HG Pipeline* 

With regard to the issue of authorized but undisbursed 
HG funds, CABEI has already committed the $23 million of the third and last 
tranche of 003 to projects which have been approved by RHUDO/ROCAP. Almost 
$19 million of the $23 million has already been disbursed by CABEl on an 
interim basis using its own short-term financial resources. CABEl has been 
waiting for more favorable market conditions before requesting the loan. 
It now appears that CABEl will be requesting the funds prior to calendar 
year 1980. At that time the $23 million will be disbursed all at once on 
the basis of eligible mortgages already generated. 

HG-004, which was combined with $11 million of CABEl's resources for 
Guatemala ear.:hquake reconstruction, was delayed first due to a chang~ of 
governments in Guatemala and then due to difficulties between CABEl and the 
GOG in regard to the type of guarantee to be provided for the loan. The 
loan contract has now been signed and project designs and specifications 
for the $30 million have been completed and approved, 

Preparations for construction contracting are now in process o The 
recently-completed cash flow for this project calls for a disbursement 
period of 42 months with a starting date of January 1980. The first HG 
disbursement to CABEl is anticipated in 1981,** 

b) CABEl's Secondary Mortgage ~Iarket: AID's Expectations 
and Actual Results to Date 

The central purpose of a secondary mortgage market is 
to expand the availability of capital for housing. This is accomplished 

*(For data on this subject see Annex C, exhibits 2. and 3.) 

**Annex D, Exhibits 2 and 3.1 has detailed data on these two projects. 
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by the purchase of mortgages through a variety Jf instruments for use as 
collateral in attracting money from the open capital market. 

In doing so, the secondary market also serve to alleviate problems 
of excess liquidity by reallocating capital from areas of surplus to areas 
of deficiency. 

The purpose of the various AID loans to CABEI, most notably the $46 
million HG-003, has been to develop the necessary housing finance expertise 
and financial capability in the Bank to create and to sustain the operation 
of such a market. The goal of these loans, as conceived clearly since the 
HG-003 project, has been to utilize the secondary mortgage market in Central 
America to increase the volume of funds available to finance housing for t~le 

poorer half of the region's urban population. This is important in a region 
in which the scarcity of long-term financing is one of the constraints 
limiting the production of such housing. 

In this regard, HG-003 specifically sought to "consolidate CABEI's 
position as a reliable and continuing source of secondary mortgage financ
ing in the Central .~erican Common Market (CACM)." This was to be accom
plished by the sale by CABEI of mortgage participation contracts or 
mortgage-backed bonds to be issued in the CACM. The underlying assumption 
was that CABEI could thus transfer funds from capital surplus to capital 
short areas within the region. 

In 1976, CABEI initiated the sale of such instruments in Central 
America using the name "Housing Investment Certificates". A total of $60 
million in certificates have been sold, $39 million have been redeemed and 
a net $21 million are outstanding. Such a volume is nearly double the $11.5 
million anticipated in the PP for HG-003, These instruments have a number 
of limitations, however: 

To be marketable in the region the certificates have had to 
be sight redeemable, severely limiting their usefulness in housing finance. 

The Central Banks of the various countries complained that the 
sale of such certificates was competing with their government's own bonds o 

While short-term excess liquidity problems do arise (especially 
in Guatemala and El Salvador) these are in large measure the product of 
conservative government fiscal policies, ~one of the Central American 
countries over the long run can be considered a capital surplus area. 

Based on this experience, it would seem that the prospects for re
allocating housing investment capital within Central America are limited. 
This, in turn, is symptomatic of the more basic problem which CABEI has had 
to confront in developing its secondary mortgage market. CABEI, advised 
by AID, has based the design of its regional market on the U.S. model, which 
is an excellent and readily available example of the successful operation 
of such a market. After fifteen years of actual working experience in 
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Central America, and especially after that of the last five years under 
HC-003, it is evident that this region must develop its own model which 
reflects the following realities: 

The market is operating among five sovereign countries. Thus, 
it must be responsive to competition within the countries for relatively 
scarce capital. The regional market must be consistent with national 
efforts and policies to mobilize capital. The transfer of capital betwEen 
countries m~st be viewed as a limited resource, applicable mostly to deal
ing with ~hort-term excess liquidity problems. 

The primary mortgage markets and institutions are unevenly 
developed among the countries. The regional secondary market must be 
structured in such a way as to provide direct support to the continued 
development of these national markets and institutions. 

the poor. 
purchase 
with the 

CABEI's regional housing opercltions are expec ted to target on 
This requires a direct link between activities involving the 

and resale of mortgage-backed instruments and the investments made 
proceeds of such transactions. 

c) Current Expectations: The Establishment of a Viable 
Market 

The model which is beginning to emerge from this ex
perience can be characterized by: 

A reliance on extra-regional sources for additional capital -
The attraction of funds from the international capital markets within the 
context of CABEI' s general borrowing is no,7 viewed as the main vehicle 
whereby the Bank can generate the financial r230urces which it will need 
to sustain its secondary mortgag~ market operationso CABEI's growing access 
to such markets for medium- and long-term loans confirms the viability of 
such an approach. Recent borrowing includes a fifteen year, $20 million 
bond sale in Europe and a $7 million loan with the same term from a U.S. 
insurance company. (See Section lII.C.l.) 

The use of intra-regional sales of mortgage-backed instruments 
in the secondary market primarily as a mechanism to alleviate short-term 
excess liquidity problems of national housing finance institutions - CABEI 
will continue to sell its Housing Investment Certificates in Central America 
on a limited basis. Such sales, as well as the resale to national institu
tions of mortgage-backed instruments sold originally to CABEI, will be used 
by the Bank mainly as a stabilizing mechanism. 

The use of the region21 secondary market to support national 
secondary markets. This approach has two advantages. The national secon
dary markets are operated within the guidelines of the prevailing fiscal 
policy of the respective governments. By functioning in support of those 
markets, and by limiting its intra-regional bond sales, CABEI will minimize 
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possible conflicts with government policies. Further, the support of na
tional secondary markets will strengthen the housing finance systems and 
institutions in the countries. (Se2 the discussion in the following sec
tion, I.C.3., as well as III.C.2,) 

The existence of an active secondary market in Costa Rica and to a 
lesser in Guatemala, as well as the proposed development of such markets 
in Honduras and El Salvador, make this an auspicious moment in which to 
attempt this approach. 

The linkage of the regional secondary mortgage market to the 
financing of specific housing units affordable by the urban poor in Central 
America - (See the discussion in the following section 1.C.4., as well as, 
IILC.2.) 

U.S. bilateral assistance efforts, and those of other international 
agencies, such as the \~orld Bank, are promoting the development of ever 
lower cost housing in all of the region. CABE1's housing program will play 
an important role in assuring the continuity of these new programs. 

The regional secondary mortgage market model which will be developed 
through this project \.;ill have an assured financial base and be responsive 
to the concerns of the participating countries and to the needs of the poor 
in those countries. 

3 0 Operation of the Regional Secondary ;'fortgage /'1arket 

a) Purchasing Procedures and Criteria 

Under the new model for a regional secondary mortgage 
market CABEl will reorient its operations to provide a more important role 
to national institutions, mostly to key public sector institutions such as 
central housing finance banks ("cajas de ahorro"). These institutions will 
assume greater responsibility for reviewing and approving specific projects 
and mortgages. They will also issue their own mortgage-backed instruments 
destined primarily to national secondary markets o 

CAREl will purchase these instruments based on two sets of criteria: 

Financial considerations will include the terms of the instru
ment, such as yield, maturity, denominations; the quality of the mortgages 
offered as collateral and availability of procedures to substi~ute those 
which become delinquent; the guaranties offered in addition tc the collat
eral, such as that of the issuing institution or national government; and 
the expected marketability of the instrument should CABEl wish to resell it. 

Policy considerations will focus on the proposed use of the 
proceeds of the sale with regard to the type of housing to be financed, as 
discussed below. 

http:III.C.2o
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b) Relation to ~ational Secondary Murtgage Markets 

Costa Rica already operates a national secondary market. 
DECAP and the S&L associ~tions sell some $20 million per year in six-month 
to 2!~-year participationso Current yields are at l3!4%. The national bank
ing system sells some $1.5 million in whole mortgages to the general public. 
The commercial banks in Guatemala sell participations in whole mortgages 
to the general public. BANVl, also in Guatemala, FlNAVl in Honduras and 
FNV in El Salvador have just issued v'" will issue shortly $25 million, $10 
million and $10 million in rnortgage-backcrl bonds respectively. 

By buying nationally-issued instruments as these, CABEl will assist 
the development or national housing rinance systems in a number of ways: 

The Bank can offer technical assistance to the national insti
tution in desi;;ning and programming the sale. 

CABEl's aIm financial review or the instrument will become a 
de facto rating which the public can rely on. 

By acting as a major institutional buyer of national instruments 
CABEl will help establish a market for them. 

c) Restrictions on the Use of the Proceeds: Targeting 
on the Poor 

These changes in CABEl's procedures must be designed 
in such a way as to guarantee that the regional secondary mortgage ~arket 
does in fact serve to provide the initial, l,mg-term financing for housing 
affordable by families I.ith incomes below the urban median in the various 
countries. 

This will be accomplished in two ways: 

CABEl's current procedures which tie disbursements to the cer
tification that sPecific mortgages of a certain value have been generated 
in projects reviewed and approved by the Bank will be used in thos2 cases 
where housing for the target group is still produced reluctantly and in 
relatively small volumes. This will be the case initially with all financ
ing for core housing and with complete, low-cost units everywhere but in 
Costa Rica. By project termination probably as much as 50% of CABEl's in
vestments in such housing or 30% of its total housing investments will still 
follow such procedures. 

Middle-income housing and some low-cost housing is produced as 
a matter of routine in all countries, with the possible exception of Hon
duras. For such housing it is expected that long-term financing will have 
been pre-arranged, for example, between an 5&L association and its corres
ponding central housing finance bank which will issue a mortgage-backe~ 
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instrument to finance its commitments. CABEI will determine which portion 
of the new mortgages which will be financed by the sale of the instrument 
(as opposed to those which may be serving as collateral) will be on housing 
for middle and low-income families in accordance with its policies. CABEI 
will then agree to purchase up to that portion of the planned issue. This· 
agreement will be stipulated in a separate contract so that the national 
institution does not have to issue a special instrument just for CABEI. 
The actual purchase by CABEI will be contingent on the certification by the 
national institution that it has complied with the agreement. 

In both instances, CABEI will have to improve its auditing capacity. 
This is already a condition precedent to the third tranche of HG-003. It 
will be dealt with this year. 

4. Target Group 

~) Profile of Expected Beneficiaries 

This project will provide direct benefit to some 10,700 
families in Central America. Of interest to AID are the 7,800 families 
which will have access to the low-cos t and core-housing to be financed by 
the $25 million HG and $16 million in CABEI's own funds. (See tables on 
page 4). These are AID's target group. They share the following 
characteristics: 

.Housing conditions - On an average, the current house in which 
the families live is such that one-third lack domestic water service, two
thirds have no se~yage disposal, half or more are not owner occupied. Space 
is at a premium, with families of six sharing rooms that are 10' x 12'. The 
structures are unsafe and unsanitary. 

Socio-economic conditions - All of AID's target families are in 
the poorer half of the urban population of the major cities in Centr.al 
America. Monthly fmnily incomes will range from a low of about $100 in 
Honduras to $386 in Guatemala. Although unemployment is high among the 
target group, actual beneficiaries will have to be employed or have some 
source of regular income in order to meet mortgage payment. Typical employ
ment will include lower level store or office clerks, skilled and semi
skilled construction or factory workers and mechanics. Families have 1.5 
wage-earners on an average. 

b) Increased Target Group Accessibility to CABEI's Program 

CABEI's importance lies in its ability to mobilize in
creasing reSQurces for housing finance. Our experience has shown that 
bilateral AID efforts are more effective in inducing the adoption of new 
institutional procedure and shelter programs which address the needs of 
the poor. Regional loans through CABEI are most effective when a country 
has become basically committed to carrying out minimum cost shelter programs 
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and after its institutions have acquired the minimum expertise needed to 
implement them. 

\/hat it can and has been doing is assume the responsibility of pro
viding continuing financing for such programs once established. This is 
already the case with core housing. In this sense there is no limit to the 
type of housing which the regional secondary mortgage market can finance. 
As the secondary ~arket shifts more tu the purchase and resale of mortgage
backed instruments, and not of specific mortgages, the proceeds of 3uch 
transactions can be used to finance such minimum cost solutions as serviced 
sites, in keeping Ivith AID and CABEI's stated policies. Further, the con
struction of new units provides indirect benefits through the trickle-down 
efrect or by sub-renting or one room. Generally, such indirect benefici
aries have lower incomes yet than those occupying the new units. 

The real limitation on the secondary mortgage market then is lack 
of national programs to produce such housingo This problem is being 
addressed in bilateral assistance programs, as discussed below. 

S. Absorptive Capacity 

a) Relation to Bilateral Programs 

AID's regional and bilateral assistance programs are 
complementary, Current bilateral programs are a SlO.5 million HG in Hon
duras and an Sll.4 million HG in Costa Rica o Of these, only INVU is ex
pected to obtain loans for $.5 million in the fourth year Jf this project. 
By that time the bilateral loans will have been fully disbursed. The loans 
from CABEI will provide continuing financing for the types of programs to 
be developed in the bilateral program. In fact, CABEI in financing these 
core-housing and maybe sites and services units in major cities will make 
it feasible for AID's follow-on bilateral efforts to concentrate on ex
tending such programs to secondary cities and rural settlements. 

A similar process will occur in Guatemala where the two institutions 
participating in CABEI HG-004, BANVI and FENACOVI, will begin receiving the 
first funding from this project as the previous loan is finally disbursed. 
Continued support of FENACOVI is particularly important because they will 
receive extensive technical assistance under 004 and have limited sources 
of financing for future projects. 

BANVI is also the recipient of a S20 million World Bank loan. For 
this reason,BANVI is not expected to begin drawing on funds from this 
project until 1983, and then only $.5 million. Even then, the finanCing 
will be for units other than the sites and services units being financed 
by the World Bank. Eventually, however, CABEI should absorb the follow-on 
financing for such units. 

The other major foreign assistance program in housing in Central 
America is the $8.5 million World Bank loan to the Fundacion Salvadorena 
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de Desarrollo y Vivienda Minima (FSDVM): The institution will not parti
cipate in this program at all. The only reason for that is the reluctance 
of the FSDVM to use other than concessioual funding. Should that position 
change, they would be a welcome addition to CABEl's sub-borrowers. 

b) Capacity of CABEl's Sub-Borrowers 

Nearly 80% of the funds of this project will be used by 
CABEl's traditional sub-borrowers, principally the S&L systems, but also 
some commercial banks and FEHCOVlL. All of these institutions have a proven 
record with regard to the use of CABEl's resources. During visits by CABEl 
and ROCAP representatives during this past summer these institutions pro
jected a combined demand in the nex~ five years which is two times that 
expected in this project. ~o difficulties are anticipated as a result of 
the lack of capacity to absorb project funds. 

c) Amelioration of CABEl's Past Xanagement Problems 

The preceding discussion under "outputs: institutional 
changes" (l-B-2.d), addresses the need to revise both CABEl's internal pro
cedures and organization to improve the management and coordination of its 
housing program. 

*This institution is the forerunner in Central America in promoting 
minimum cost shelter solutions for the poor, having already constructed 
some 8,000 core units and sites and services~ ith an equal number under 
construction. 
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II. PROJECT BACKGROUND AND DETAILED DESCRIPTION 

A. BACKGR(){JND 

1. Population Growth and Urbanization in Central America'" 

Between 1950 and 1970 the population of Central America 
doubled. In 1980 tr,e estimated total population for the five countries 
will be 20,303,000 people. A populatlon breakdown and projections for 
each of the countries reveals the following (in millior.s of inhabitants): 

Countrv , 1960 1970 1980 1990 2000 

Costa Rica 1,336 1,872 2,286 2,954 3,695 
El Salvador 2,511 3,549 4,813 6,595 8,803 
Guatemala 4,.645 5,679 6,940 9,108 11,582 
Honduras 1,885 2,897 3,595 4,997 6,881 
Nicaragua 1 2536 1 1 878 2,669 31 672 4 2 812 

TOTALS 11,713 15,875 20,303 27,326 35,773 

Central America population trends are cnaracterized by a rapidly 
falling death, high birth rates and large population under the age of 20. 
Average annual rate of population growth is between 2.8 and 3.8% for the 
region. 

If between 1950 and 1980 the population of Central America will grow 
two and one half times, that of urban areas (over 10,000 in population) 
will grow five times. The urban sector will continue to expand at a pace 
roughly two times that of rural areas until at least Lhe year 2000. The 
number of small urban centers (over 10,000 but under 50,000 in population) 
will grow to 95 by 1980. There were only 26 in 1950. The only secondary 
city in Central America that is outstripping capital city growth is San 
Pedro Sula in Honduras. All of the capital cities in the other countries 
dominate the urban sector. They have 60-75% of their countries' urban 
population. 

The following table shows the population of the capital cities in 
1950 and their ebtimated population in 1980. 

Citz/Countrz 1950 1980 

San Jose, Costa Rica 146,000 508,000 
San Salvador, El Salvador 213,000 858,000 
Guatemala City, Guatemala 337,000 1,430,000 
Tegucigalpa, Honduras 72,000 406,000 
Managua, Nicaragua 109,000 662,000 

*Annex F, IIDetailed Social Analysis ll
, presents a more extensive discussion 

of the material covered in this section. Sources of the data ar~ footnoted 
in the annex. 
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2, ~ousing Conditions in Central America 

The effects of the accelerated population and urban growth 
rates in Central America are many. Of interest to this paper are those 
reflected in the region's housing conditions among the countries. They can 
be characterized generally by: 

A large (in both absolute and relative terms), accumulated hous
ing deficit which is growing. 

A need for new housing which creates demands in excess of the 
current levels of financing and production generated by formal housing 
institutions. 

a) The Housing Deficit 

The table below summarizes the findings of two studi~s 

on the housing deficit in Central America: 

Country 

Costa Rica 
El Salvador 
Guatemala (Pre-1976 Earthquake) 
Honduras 
Nicaragua (Pre-War) 

TOTAL 

Estimate by: 
United Nations RHUDO/ROCAP 

154,000 
353,000 
532,000 
256,000 
180.000 

1,375,000 

130,000 
450,UOO 
480,000 
300,000 
200,000 

1,500,000 

"Deficit" in this context refers to the substandard, overcrowded 
units that do not meet the construction and density norms established by 
the respective countries. Although these codes vary fr::>m country to country, 
the units that would have to be replaced or upgraded are unsafe, unsanitary 
and overcrowded. 

Efforts to improve housing conditions in Central America must con
front not just the need for new housing, but also the unsatisfied or par
tially unsatisfied need of those living in such conditions. 

b) Housing Production and Need 

This leads to the discussion of how much and what type 
of housing is being produced 'n the five countries. The table below com
pares aggregate production and need for the period 1976-77: 



Need (New Household 
Formation) 

Urban 
Na~i0nal 

Total Production 
National 

Production as a % 
of :leed 

Urban 
National 
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Costa Rica 

6,780 
10,400 

8,180 

1.20 
0.78 

El Salvador 

13 ,400 
30,200 

5,020 

033 
,16 

Guatemala 

15,230 
35,300 

14,800 

.65 

.41 

Honduras 

10,580 
25,580 

5,740 

,54 
,22 

The fact is that housing units being financed and produced by public 
and private institutions are insufficient to meet the need for new h~using, 
even in the major cities. Correspondingly, most housing is being financed 
and produced by what is known as the informal sector; that is, outside the 
context of formally constituted institutions. Most of this housing is sub
standard, overcrowded and occurs in uncontrolled settlements where urban 
services are not available. In the meantime, the deficit continues to grow. 

A Response to the Housing Conditions 

Given the two basic characteristics uf the housing situation in 
Central America, as discussed above. it is evident that a program to attempt 
to improve them would include at least: 

an increase in both the financial and productive capacity of 
formal housing institutions. 

a reorientation of that production to lower cost solutions both 
so that the units are affordable by a larger portion of the population, 
and so that more units can be financed with available funds. 

an effort to support the informal production of housing through 
upgrading of existing units, home improvement loans, etc" 

3. AID's Shelter Assistance to Central ~erica 

a) History and General Trends 

AID has been providing assistance in housing in Central 
America for about fifteen years. During that period it has authorized 
$206.6 million for such assistance.* Funds disbursed and invested in 
housing to date amount to $132.7 million. The balance, $73,9 million 

*For more complete details see Annex E, "AID Assistance in Housing to 
Central America". 
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corresponds to onboing programs and is expected to be disbursed over the 
next four yo:drs o 

Somo: 60,000 families, or about 300,000 persons, will have obtained 
either new or improved shelter in Central America once the full amount 
is invested. 

Over the last five years the emphasis in AID's housing assistance 
in Co:ntral Amo:rica has shifted toward the promotion and support of shelter 
programs affordable by the poor majority in the region, and in support of 
informal sho:lter sector efforts as well, 

AID bilater~l assistance, as projected in the CDSS ~nd ABS for the 
five Central American countries, is expected to retain this emphasis on 
assistance to publ~c sector institutions in support of minimum ~ost shelter 
and of informal sh2lter activity. The assistance, as shown in ~~ex E, 
will also emphasize a shift to secondary cities and larger rural settlewents. 

b) Kegional Assistance/CABEI's Housing Program 

Slightly less than half of the $206 million in autho
rized AID housing assistance for Central America, or $9202 million, has 
been channeled through CABEI" Of this amount, $66 million has been for 
general regional relending throu£h the Bank's secondary mortgage market 
operations. 

r.,. ~arch of 1963, CABEI established its Housing Fund in order to 
increaSe l~2 flow of resources into mort~age financing. CABEI has invested 
the resources of the Housing Fund through the purchase of mortgages gen
erated by various hou~ing finance institutions in Central America. This 
activity has come to b·. known as CABEI' s secondary mortgage market program. 
In this paper the term Housing Fund will be used to refer to financial 
unit set up by CABEI to provide and administer the resources which it in
vests in housing, The term secondary mortgage market program will be 
used to ~efer to the procedures followed by CABEI in investing the resources 
of the Fund ~1d to the manner in which it interacts with national housing 
finance systems. 

AID assistance to CABEI' s HQl.lsing Fund has included a $10 million 
seed capital loan authorized in 1963 (596-L-003); a $10 million housing 
guaranty (596-HG-001) authorized in 1969 for general relending throughout 
the savings and loan systems ot the CACM; a $11 million housing guaranty 
(596-HG-002) authorized in 1972 for relending by CABEI for two specific 
model community projects (one each in Costa Rica and El Salvador); a $46 
million housing guaranty (596-HG-003) authorized in January 1976 for the 
purpose of establishing and strengthening a secondary mortgag= maket in 
Central Ameri2a ($23 million has been borrowed by CABEI to date); and a 
$19 million housing guaranty (596-HG-004) which is intended to pass through 
to Guatemala for housing reconstruction after the 1976 earthquakeo 
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To date, CABEl has disbursed $85.9 million for housing and has 
entered into firm commitments for an additional $74.1 million, The fully 
disbursed loans have provided financing for 13,800 units and loans partially 
disbursed or committed will finance an additional 15,340 units, Totals for 
CABEl are as follows:* 

Financing AID Contribution Units 

$160 million $92.2 million 29,140 

Of AID loans all except the $23 million third tranche of HG-003 and 
the full $19 million of HG-004 have been disbursed, a total of over $50 
million. The status of the undisbursed funds has been discussed in the 
Issues section of this paper, 

There are two significant trends in CABEl's housing program. The 
rate of disbursements has increased dramatically, The Bank's disbursements 
for housing in 1977 were ~reater than those from 1964 to 1972 combined and 
about equal to those from 1973 to 1975. From 1976-1973 CABEl more than 
duplicated its total activity in its first twelve years ('64-'75). 
(See Table I) 

TABLE I 

History of Disbursements of CABEI's Housing Fund 

YEA R 

64 - 65 
66 
67 
68 
69 
70 
71 
72 

73 
74 
75 

76 
77 
78 

79 (to date) 

AMOUNT 
($OOO's) 

400 
3,700 
3,400 
1,100 

470 
104 

1,700 
5,350 

6,460 
6,060 
6,230 

10,040 
18,260 
15,150 

7 2 500 
85,925 

SUB-TOTAl.. 
($OOO's) 

16,224 

18,750 

43,450 

85,925 

*Complete details of Housing Fund investments are available in Annex D. 
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The second trend is CABEI's growing commitment to low-cost housing. 
Of the $160 million; $54.7 million is for low-cost housingo The following 
table ?resents this trend for the housing fund (excluding the $30 million 
special reconstruction for Guatemala), 

New Loans Approved: Housing Fund 

Financing: 
Total 
Low-Cost Housing 

Units: 
Total 
Low-Cost Housing 

1964 - 76 
Amount 0, 

10 

(12 years) 

$ 75.3 
9.5 12 

13,790 
3,290 23 

1976 to present 
Amount 

$ 54.7 
1502 

(2 years) 

10,355 
5,050 

% 

27 

48 

CABEI's most recent plans provide further evidence of this evolution. 
The Housing Fund which has been an important part or CABEI's overall lend
ing program, will continue to represent 12.6% of CABEl's investments. 
This percentage compares favorably with that projected for other priority 
sectcrs such as industry (14%) and energy (13%). The Bank's five year in
vestment program for 1979-83 includes $115 million for housing, of which 
the 829 million for the first year has already been approved by the Board of 
Directors and Governors and are in the process of being invested in specific 
housing projectso The details of the five-year program are as follows: 

Type of 1979-83 % of 
Price Range Housing Pro~ram Investment Investment 

(millions) 

$ 8-15,000 Middle-income housing $ 53 46 
4- 8,000 Low-cost housing 52 45 

2.5- 4,000 Core Housing 10 9 
$115 100 

Of interest to this paper are the two significant trends that are 
evident in this five-year investment program. One is the continuing CABEl 
commitment. to housing affordable by the urban poor. In fact, approximately 
55% of the $75 million proposed project and the proposed five-year program 
of $115 million is for housing affordable by the below 50th percentile group 
and at least 9% is for shelter affordable by as low as the 28th percentile 
It should be noted that these figures are conservative since in Costa Rica 
and Guatemala, housing above $8,000 is affordable by below the 50th per
centile group. The investment in very low cost solutions ($2.5 - 4,000) 
is most significant because the Bank has never before programmed funds 
specially for such solutions. Although the volume of the investment ($10 
million) may not seem very high, it is an important addition in a region 
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where current or proposed investment of national funds in such programs 
may not reach $30 million in the same projected five-year periud, 

The other significant trend is the increased utilization by CABEI 
of its own resources to finance its investments in housing. Of the $73 
million disbursed ~y CABEI for housing projects to date, $49 million or 
66% have been AID funds. For this proposed project CABEI will invest its 
own funds at a ratio of no less than two to one with regard to HG funds. 
This will effectively reverse the historical trend, s~nce at least 66% of 
the Bank's projected housing investment will be funded from CABEI sources 
outside the HG, 

The expectation of such a reversal is supported by the most recent 
facts. CABEI has a housing investment program for 1979 of $2805 million o 

Of this amount, 72% will come from internal sources (profits, recuperations 
and proceeds, from the sale of housing invest~ent certificates), 

4. An AID Approach to S"elter Assistance in Central America 
Bilateral Versus Regional Housing Programs 

The existence of a regional development bank in Central 
America, CABEI, has permitted AID to develop a combined program of regional 
and bilateral housing assistance loans to address the shelter needs of the 
region's population" Although frequently viewed in terms of a conflicting 
regional-bilateral dichotomy, the program is, in fact, just the opposite. 
It is an attempt to enhance and strengthen the impact of AID's ~ontribution 
to the solution of the shelter problems in each of the five Central American 
countries by making full and effective use of a unique regional resource. 

Even so, it is legitimate to determine whp.n it is most convenient 
und effective to provide regional or bilateral hou3ing loans. Fifteen 
years of experience with both possibilities in Central America allow a 
reasonnd judgement on this issue. 

CABEr's Regional Role 

CABEI's importance lies in its ability to mobilize increasing re
sources for housing finance. Its level of financial expertise and sophis
tication enables it to borrow, particularly from sources outside Central 
America, amounts far superior to that of any other housing finance insti
tution in the region o In this and in many other ways, CABEI is superior 
to any regional housing organization in the developing world, As a result, 
it has the potential to mobilize funds to finance housing programs from 
these sources in addition to those funds which can be mobilized by indi
vidual national housing finance institutions. We see AID's role as 
supporting the development and expansion of this potential and, most 
importantly, directing its use in support of those minimum cost housing 
solutions which benefit the poor majority of the population o 
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Our experience has shown that the initial effort to establish such 
minimum cost programs is best carried out with a bilateral AID loan. For 
a variety of reasons, bilateral efforts are more effective in inducing the 
adoption of new institutional procedures and shelter programs which address 
the needs of the poor. They are also preferable when the loan must be com
plemented by extensive technical assi.stance to implementing institutions 
not accustomeu to working at the lower end of the housing market. CABEI, 
as a regional bank controlled by its member countries, is sometimes unable 
to require severe policy or institutional changes as conditions for its 
loans as AID can in conducting its bilateral programs. Thus, we have seen 
that regional loans through CABEI are most effective when a country has 
become basically committed to promoting specific types of shelter programs 
and after its institutions have acquired the minimum expertise needed to 
implement them. 

When this pLint is reached it is not only feasible but also highly 
desirable to adopt a regional approach. In doing so AID can seek to com
mit CABEI to providing financing from its own funds for the national shelter 
programs developed through the bilateral efforts o Such a commitment can 
have an important effect, since it is clear that the five Central American 
countries will need external financial support in housing for many years. 
CABEI, as a unique regional source of external financing, can help to pro
vide continuity to national shelter programs developed through the bilateral 
loans by giving preference in allocating its financial support to those 
programs. 

An Example: Support of the S&L System in Central America 

The history and the prospects of AID's involvement with the savings 
and loan systems in Central America provide an excellent example of the 
complementary nature of bilateral and regional shelter programs. In four 
of the five Central American countries (with the exception of Guatemala) 
AID has been successful in promoting the development of a savings and loan 
system by providing varying types and levels of assistance ranging from 
seea capital and HG loans to technical advice. The regulations and admini
strative structure of these systems are largely in place. The various S&L 
banks have developed a respectable level of expertise. 

AID's bilateral role to these institutions is now directed to re
sponding to sporadic requests for very specialized technical assistance, 
e.g., Costa Rica in reviewing its housing finance legislation, or El 
Salvador in planning a mortgage bond issue. This is possible because 
CABEI has assumed the role of providing financing for the projects promoted 
by these S&L's. In doing so, CABEI's present policies favoring low cost 
housing have been a major force for maintaining the commitment of these 
private finance institutions to the conventional low cost housing area. 
In fact, CABEI has been instrumental in extending this commitment to ever 
lower-cost units. This new project will continue this effort and attempt 
to induce the S&L's to finance housing affordable by an even greater 'pro
portion of the region's poor. 
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Current Prospects 

In addition to work with S&L's, AID and CABEI have followed a similar 
pattern in ~urporting the cooperative housing movement in Honduras through 
FEHCOVIL, a pattern whi(:h will be repeated in Guatemala and hopefully in El 
SalvadQr. It is our opinion that the project ~roposed herein will provide 
continuity to CABEI's support for cooperative housing in much the same way 
as it w~ll for the Bank's support of the S&L's. 

The major potential, however, is that this proposed project will 
allow CABEI to begin assuming responsibility for financing government - and 
PVO - sponsored core housing projects. Current or recent AID and World Bank 
efforts in the major cities of all five Central American countries in sup
port or such projects have already begun to confirm the basic commitment to 
such programs and to develop the minimum capability to deliver such solu
tions among the implementing institutions. The funding for new, similar 
efforts by these institutions beyond the bilateral AID financLlg is unre
solved o CABEI, by assuming in part the responsibility for financing these 
new minimum and low cost housing efforts, will become a key factor in pro
viding continuity to the gains obtained in the bilateral assistance programs, 

CABEl's now traditional role in support of housing finance institu
tions will also acquire new relevance as FINAVI in Honduras, BANVl in 
Guatemala and FNV and Fondo Social in El Salvador undertake their first 
experiments in the emission of mortgage-backed securities. 

It is in this context, then, one of the need to expand housing pro
duction and one in which CABEl can provide continuity and support through 
its regional financial role to developing housing finance institutions and 
housing programs, particularly for the poor, that this project has been 
conceived. 
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B. DETAILED nESCRIPTION 

1. Project Goal 

This project seeks to provide new opportunities for the poor 
in Central America to obtain decent shelter by increasing ti.e volume of 
funds available to finance shelter affordable by the poor majority in each 
of the five countries of the region. 

As described above, Central American housing institutions, including 
CABEI, have recently begun to make substantial commitments to low-cost hO'Js
ing. However, the annual need is many times present available capital 
resources for housing. ~ow that housing institutions are becoming increas
ingly willing and able to address the needs of the target group, it is 
crucial that external resources be made available to further and expand 
local capabilities. 

2. Project Purpose 

This project will establish a viable secondary mortgage 
market program in CABEI capable of and dedicated to supporting housing 
finance institutions and housing projects for the poor in each of the five 
countries of Central America. 

A number of factors have coincided to make this an opportune moment 
in which to pursue this project: 

CABEI has obtained access to international capital markets for 
medium-term loans which could be developed into the source of funds for 
the Bank's housing finance activities, 

CABEI has made its most definitive and clearest expression of 
its continued commitment to housing, including a growing commitment to 
housing for the poor in its Housing Policy (see attached Annex D) and in 
its five-year planned investment program. 

Guatemala and El Salvador, countries with some of the most 
severe housing problems in the region, have reversed their historical re
luctance to util~ze financing for housing from CABEI, largely in response 
to their growing need for such support. 

Traditional mortgage finance is being utilized in ever lower 
cost housing, including core housing, making it feasible for CABEI to 
finance such units o 

Public housing banks in El Salvador, Honduras and Guatemala are 
quite advanced in their efforts to issue mortgage-backed securities for the 
first time. CABEI ca~ now support these emissions as a major buyer, as 
it has been doing in Costa Rica for the past years. 
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Given these factors, and upon the successful conclusion of the pro
ject it is anticipated that: 

CABEl will have the financial and managerial capability to pro
vide annually $20-30 million in financing for housing in Central America 
through its secondary mortgage market program. 

CABEI will further use this program to purchase (and to a le3ser 
degree resell) some $15 million in mortgage-backed securities issued by 
national housing finance institutions, thus providing vital support to the 
capital mobilization efforts of these institutions in their countries. 

CABEl, finally, will use the secondary mortgage market program 
to increase the flow of funds for housing for the poor in the region to a 
level of $10-15 million per year. 

30 Project Outputs 

Institutional changes: The project will lead to the de
velopment within CABEI of: 

a) A Solid, Ongoing Financial Base for the Bank's Housing 
Fund 

CABEI has proven its ability to attract funds on increas
ingly more favorable terms in the international capital markets. It is 
assumed that the Bank will continue to expand its access to such markets 
based on the its own efforts, as it has in the past, Obviously, the pro
posed HG loan of $25 million for 30 years with a 10-year grace period will 
reflect positively on the Bank's long-term debt structure; but, this loan 
will represent only a small part of CABEl's borrowing during the next 
four years. 

A major innovation of the project which will have substantial impact 
is that CABEI will commit funds from its international borrowings to hous
ing o CABEI will be provided with the skills and the procedures which it 
needs to use its medium-term borrowing to finance its long-term lending for 
housing. Of equal importance, the project will provide the Bank with four 
years of experience in such an effort while it is still receiving the long
term HG loan. 

Specifically, it is expected that this will include: 

One member of the staff of the Bank's Financial Division will 
be trained to monitor, plan and execute the flc~ of financing for the 
activities of the Housing Fund. 

Improved procedures for the recording, accounting and reporting 
of financial information on a more timely basis will be developed and 
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implemented to facilitate the efflctive use of investment resources avail
able to the Housing Fund, including not just those obtained from the Bank's 
general borrowing but also the reflows from the Fund's past investments. 

Increased capital for the Housing Fund from within Central 
America o CABEI will revise its Housing Investmeut Certificates to make 
their increased sale acceptable to national financial officials and more 
reliable for housing investment purposes. Interest rates will be made com
patible with those of other similar investment opportunities in the region. 
The certificates will be issued with short term but specific maturity dates. 

b) The Caoability to Provide Support to the Capital ~[obi
lization Sfforts of the National Housing Finance 
Institutions 

CABEI has been making construction loans with mortgage 
takeouts and purchasing mortgages or mortgage participations generated in 
specific CABEI approved projects. This project will attempt to reorient 
the Bank's secondary mortgage market program to place greater emphasis on 
its financial role and less emphasis on project specific concerns which 
will be left up to national institutions. 

By so doing, the Bank can provide vital support to the incipient 
efforts of national finance i~stitutions, such as FINAVI in Honduras, B:V 
in El Salvador and BANVI in Guatemala, to support the establishment of 
national secondary mortgage operations through the use of mortgage ba~ked 
certificates (bonds) in their own countries. Thus, CABEI not only will be 
financing housing I.ith funds obtained largely from sources external to the 
region, but also, with the same effort, will be leveraging additional fund8 
for housing from national sources o 

Such a capability will include: 

One member of the staff of the Bank's Financial Division (proba
bly the same person referred to with regard to the previous output) trained 
to monitor nctional programs to mobilize capital for housing and to recom
mend the most effective use of the Bank's investments in housing support 
of those. 

The development and implementation of procedures to effect the 
transactions of the secondary mortgage market program through the purchase 
of nationally-issued mortgage backed securities instead of through the 
take out of project specific mortgages. These procedures will provide 
the mean~ whereby the Bank can support the national housing finance pro
grams and the establishment of local secondary mOltgage operations. 

The purchase of mortgage-backed securities ~i:h ~arying maturity 
dates will also make it easier for CABEI to use its own medium-term 
borrowing to finance its Housing Fund. 
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The implementation of the new secondary mortgage market procedures 
by CABEI will become reasible as national housing finance institutions, 
particularly central housing finance banks ("cajas centrales') design and 
program bond or other securities issues in such a way as to provide the 
replenishment or their cash flow in time to meet their commitments to buy 
mortgages. Under these conditions, CABEI wot;ld enter into an agreement 
to purchase a portion of the bond issue following a specific schedu180 

Ideally, this agreement, and any other conditions which CABEI might 
want to include, I.ould be stated in a contract separate £I'om the bond in
stiument, so that the bonds or securities themselves could be traded freely 
once issued. 

Similarly, CABEI Woight simply issue a s~andby commitment to buy a 
specified number or the bonds. The issuer would use the standby commitment 
to guarantee his cash flow if no other buyer could be found or as a last 
recourse if more favorable terms for the sale were not available in the 
national capital markets. 

c) A Capability to Respond to the Housing Needs of the 
Poor in Central .~erica 

To have this capability CABEI must be able to identify 
the demand for housing among the poor, define the type of solutions which 
that population can afford and provide financing for projects which pro
duce such units o It must also be able to do this for each country, as 
conditions vary among them. 

Therefore, the capability will include: 

The use of targeting techniques, similar to those used in AID's 
housing assistance program, by the Promotions and Programming Division. 
Basically, CABEI will rely on annually updated income distribution curves 
to determine need for and affordability of housing among the poor in each 
country. With this information the Division will identify housing projects 
in the various countries which address the need of the target group, that 
is, those families whose incomes fall below the urban median. 

Instances in which a continuation of existing project specific 
loan approval and disbursing procedures is necessary to guarantee that 
housing units affordable by the poor are in fact financed with the funds 
made available by CABEI. These procedures may conflict with those des
cribed previously which stressed the purchase of general mortgage backed 
securities versus the mortgages of specific projects. They may conflict 
as well with de-emphasizing the review of engineering plans and specs and 
project cost datao These conflicts are not surprising and need not be a 
problem. 

Middle-income housing is now being built as a routine matter in 
Central America generally, as is low-income housing at least in Costa 
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Rica. It is with financing for this type of routine projects that the new 
procedures will be attempted. 

With low-income housing in countries other than Costa Rica and with 
core housing everywhere CABEI will probably have to use its current pro
cedures which provide a definite guarantee chat the housing units are built 
and financed as targeted by the Bank. This will mean that the Bank will 
have a dual system cf procedures for its secondary mortgage market 
operations. 

The expected benefit to the poo' certainly warrants such a dual sys
tem. In any ~ase, the situation will only last as long as it takes to 
establish low-cost and core-housing production as a routine in Central 
America. By the end of the project no less than 60% of CABEI's operations 
should be following the new procedures - the 45% related to middle-income 
housing and 10-15% related to low-income housing in Costa Rica and core 
housing with institutions such as FEHCOVIL o 

The long-term trend would be for 100% of the operations to follow 
the new procedureso 

d) Greater Agility and Better Coordination in the Internal 
Operation of CABEI's Housing Program 

The project will seek specifically to: 

Develop and implement new loan approval procedures involving 
fewer steps, concentrating responsibility in fewer divisions and utilizing 
a format for the presentation to the Board and its subsequent resolution 
approving the loan ("dictamen") which is less detailed and delegates 
greater responsibility for dealing with amendments to the staff. This 
will become easier as CABEI moves more to the purchase of securities and 
de-emphasizes project-specific concerns with greater reliance on national 
institutions for dealing with these concerns o The changes will also expe
dite the processing of loans for low-cost and core-housing projectso 

An adjustment to CABEI's organization to facilitate internal 
coordination consisting of the designation of a "housing" staff member in 
each division with substantial authority on housing matters. The various 
designated staff members would constitute a coordinatiag committee which 
would complement and support the efforts of the head of the Promotions and 
Programming Division who is already in charge of overseeing the overall 
housing program. 

A revision of the manual for the housing program in CABEI, 
"Normas y Plan Operativo, Documento BEIE-DFC-2" last revised in 1974, to 
reflect the new procedures, staffing patterns and divisions of responsi
bilities discussed in the various outputs, above. 
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Housing Units Financed: Project outputs will include $75 million in 
housing investments by CABEl, of which up to $40 million will finance about 
8,000 low-cost housing solutionso The technical specifications of these 
solutions will vary from country to country, as will their cost. A $2,500 
core house in Honduras will offer a sanitary core, 20 to 25M2 of construc
tion and a 70M2 lot, The core house in Costa Rica will offer 38M2 of con
struction and a 75H2 lot at $4,000. Nore conventional low-cost houses will 
range from $3,500 one-bedroom 35M2 houses on a 200M2 lot in Guatemala to a 
$7,000 two-bedroom house in El Salvador on a 105M2 lot. 

The constant factor will be the target group, as various solutions 
are tailored to the purchasing potential of families in the 25th to 50th 
income percentile groups and below when feasible in their respective coun
tries. Such solutions will represent 55% of the investment and over 73% 
of the number of units produced. 

In addition, CABEI will finance some 2,900 units with a maximum 
cost of $15,000 and including typically 60M2 + of construction and a 150-
200M2 lot. These \ ... ill be affordable by families with incomes above the 
50th percentile. 

The following table summarizes the number and type of units expected 
to be financed. 

Projected Housing Financed by the Project 

Affordable 
by House- Approxi- Level 
hold Income mate num- of in-
Percentile ber of vest- I~ of 

House TZEe Cost Range Range Units ment investment 
(millions) 

Core Houses $2,500- 4,000 25-35% 2,400 $ 6.50 9% 

Other Low- 6,000- 9,500 40-50% 5,400 34.50 46% 
Cost Houses 

Middle-Cost 5,000-15,000 50+% 2,900 34,00 45% 
Houses 

TOTAL $2,500-15,000 25-50+% 10,700 $75000 100% 

4. InEuts 

Financial inputs: Total project funding of $75,240,000 will 
be provided from the following sources: 
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Housing Guaranty Fee Income 
Housing Guaranty Loan 

Operating Expenses 
Housing Fund 

TOTAL 

Amount 

$25,220,000 
220,000 

25,000,000 

$50,020,000 
20,000 

50,000,000 
$75,240,000 

% 

33 

67 

100 

These proj ec t resources* will be applied to the f( ,llowing activities: 

Project Activitz CABEI AID l,tal 01 
10 

Technical Assistance 180,000 l8J,000 Less 
Participant Training 20,000 40,000 60,000 than 1 
Low-Cost Housing 16,000,000 25,000,000 41,000,000 55 
Middle-Cost Housing 34 z000 z000 34 z000 z000 45 

TOTAL $50,020,000 $25,220,000 $75,240,000 100 

Technical Assistance/Training Inputs: CABEI's staff in general, 
and those participating in the Bank's housing program specifically, are 
experienced and capable. The TA and training program has been designed on 
the assumption that this staff is qualified to design and implement the pro
jected institutional changes. The various inputs, therefore, have been 
conceived as a complement to CABEI's own efforts, The TA will provide the 
services of experienced specialists in housing finance and management. The 
training will include on the job experience in money management and secon
dary mortgage market operations as well as participation in AID's Housing 
Institute. Table II summarizes these inputs. 

As indicated in the financial input section, AID will fund the tech
nical assistance, utilizing its various IQC's to provide the consultants, 
as well as training costs for personnel of nAtional institutions. CABEI 
will fund all the costs of :he training of its own personnel including the 
salary of the trainee, travel and per diem, as well as course or training 
fees, if any. 

a) Financial Base of Housing Fund 

The AID office of Housing will provide technical assis
tance in the form of financial/accountiag systems consultants with 

*Project resources do not include down payments made by house purchasers or 
shares of mortgages not purchased by CABEI. These are excluded because of 
the wide variations in these amounts fre country to country, Historically, 
CABEI investments have averaged 75 to 80% of purchase prices, thus the total 
project input probably will approximate $100 million. 
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TABLE II 

Technical Assistance I~ 

(person/months) 
Participant 

Short-term Training 
Proposed Assistance Advisors CABEl Nat. Inst. 

Financial Base of Hcusing Fund: 6 

Money managemen t tr ain~_ng ... 
Financial information ~ystem... 3 
EDP procedures... 2 
CABEl Housing Fund financial procedures... 1 

Support of Housing Finance Institutions: 4 

Secondary mortgage market operations 
training ... 

Design of mortgage-backc~ securities 
instruments... 2 

Study of mortgage insurance (FHA)... 1 
CABEl mortgage-backed secur~.ty trading 

procedures... 1 

Responsiveness to Housing Needs of Poor 
in Central America: 

CABEI procedures for targeting needs of 
poor ... 

AID/Office of Housing Institute ... 

2 

2 

Revised Internal Procedures/Organization: 1.0 

CABEl loan-processing... .5 
Study of CABEl staffing/organization for 

housing. . . .5 

Short-term Advisors, Totals ..• 13.0 

TA to Respond to Findings of Evaluations: 3 

Resident Advisor (one person half-time for 
first two years): 12 

Project Totals 28 

4 12 

4 12 

4 6 

4 6 

4 

4 

12 18 

12 18 

http:securi.ty
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experience in housing portfolios, This consultancy ~ill work with CABEl 
to design and install the necessary new financial information systems, using 
existing CABEl computer hardware (and/or that which CABEl will so, '1 acquire 
in any event). 

Additional assistance ~ill be provided to design techniques for 
properly meshing the cash ~lows of loan repayments of CABEI's general bor
rowing with maturiti.es of 0 to 30 years with the cash flows of the Bank's 
existing ~ort;age portfolio and mortgage-backed securities to be purchased 
by CAEEI from national financial institutions. This assistance will in
cl:.lde advice on the revision of the Housing Investment Certificate terms 
such ~hat difficulties ?osed by the present sight-redeemable characteris
tics ~ill je remedi2d to make the cash flow from this source more reliable. 

Finallj, at least one, and perhaps two, members of the staff of the 
Financial Division will be provided the opportunity to work alongside money 
managers eltner of an S&L Association, or if appropriate, of one of the 
Federal Home Loan Banks. Similar training ~ill be offered in Central 
.-\merica to at least one staff member of thf'. central housing finance bank 
from each country and from other institutions as appropriate, 

~) Support of Housing Finance Instit~tions 

Short-term consultants will Je ?rovided from among the 
Office or Hous~ng contractors to design mortgage-backed securities instru
ments, mechanisms and procedures for the effective management and marketing 
of bonds by the central :"lOusint- finance banks ("cajas centrales"), housing 
banks and other housing finance institutions participating with ~ABEl, 
These bond issue programs would be developed by the consultants working 
closely ' . .;ith CABEl and the other institutions to ensure tnat the securi
ties are acceptable to each institution and are ma~ketable, 

Pri'lat2 residential mortgages in Central Arrerica mostly are insured 
by public sector entities in each of the countries wilich are named "Fomento 
de Hipotecas Aseguradas" (FR~), The r~~ credit insurance is in turn guar
anteed by the Government of eacn country, The cost of tl:Ls insurance goes 
from 0.5 percent to 1.0 percent of the mortgage amount. For low-cost 
houses affordable by lower income households, this is a significant cost, 
rhere is some uncertainty as to the value of this insurance, conSidering 
the mortgage guarantees whicll are made by the Governments and the mortgage
originating financial institutions, The AID Office of Housing will provide 
technical as~istance by a short-term consultant to analyze the merits of 
the various mortgage guarantees, including nL~ insurance, to determine 
their necessity and cost-effectiveness from the points of view of the house
hold, originating lender, central savings and loan institutions and CABEl. 

Finally, assistance and training ~ill be provided with regard to 
the operation of CABEl's reoriented secondary mortgage market transactions, 
e.g., qualifying and eligib~.lity procedures and requirements for trading 
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institutlun~l securities. In addition, training on the operation of na
tional se:-on.:!:try mortgage markets will be provided in Central America to 
appropriate personnel of national institutions. 

c) Responsiveness to Housing Needs of the Poor in CA 

The emphasis in this case will be on the parLicipation 
by members of CABEI's senior staff and hopefully of top management &8 well 
iu the Housing Institute being prepared by AID's Office of Housing. The 
one-month seminar offered by the Institute will provide a strong policy 
background in housing for the poor, as well as techniques and programmatic 
approaches needed to implement the policy. 

The technical assistance \.;ill complement the training offered by 
the Institute, particularly in the area of targeting techniques utilizing 
income as a key variable for identifying needs and for designing appro
priate solutions. The assistance will deal with methodologies fo~ up
dating and estimating national income distribution as wello 

d) Revised Internal Procedures/Organization 

Both loan processing procedures and the organization 
and staffing best adapted to a streamlined housing program will be covered 
in short-term assistance to CABEl. Of particular emphasis will be the 
revision of the "Normas y Plan Operativo" in general, as well as the for
mat of the document presented to the Board and used by it in expressing 
its decision, or the "dictamen" as it is called in CABEL 

e) Other Technical Assistance 

Additional technical assistance will be provided as 
specific needs are identified through the annual evaluations. Moreover, 
a resident advisor located in the offices of RHUDO/ROCAP, will devote one
half time to this project during the first two years. Besides generally 
monitoring this project this resident advisor will provide advice to CABEl 
on spe~ific financial programmiag and managerial issues. 



- 35 -

III. PROJECT ~~ALYSES 

A. SOCL\1 ~~ALYSIS* 

1. Description of the Target Group 

In general terms, the target group for this project 
are the urban poor living in the major cities of Central America. 
About one third of the units to be built will be for middle-income 
families in those areas. These units will not be financed with AID 
funds. Of interest to AID are the 8,000 families which will have 
access to new housing to be financed with the $25,000,000 HG loan and 
with $16,000,000 of CABEI's own funds. These are the families referred 
to as the target group. 

a) Housing Conditions 

In terms of this project, the most relevant descrip
tion of the target group is in terms of their housing conditions. 

As the following table shows, there is a great similarity in 
the condition of housing among the various Central American countries. 
The only notable exception is that less families lack water in Costa 
Rica. 

Units Costa Rica El Salvador Guatemala Honduras 

Lack water 
% National 22.3 78 73.4 

Urban 2.4 34 43 44 

ImEermanen t Materials 
% National 83.1 84 88.3 

Urban 67 76 75 67.5 

Overcrowded 
% National 22 40.6 

Urban 15.6 56 25.2 

Not owner OccuEied 
% National 39.7 42 28.2 

Urban 47.5 64 50 50.6 

There are several examples of the shelter available to the target 
household. The downtown rental room is one. The neighborhood once 

* Annex F, "Detailed Social Analysis", presents a more extensive dis
cussion of the material covered in this section. Sources of the data are 
footnoted in that Annex. 
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housed individual families but now each room in each house has been 
converted into a dwelling unit. The structures themselves are generally 
severely deteriorated. Rickety staircases, exposed wiring and rotting 
beams are apparent. The typical family of six share a 10' x 12' room. 
An enclosed courtyard generally contains a toilet, a water tap and 
laundry facilities. The toilet facilities may be shared with as many 
as twenty other families. It is :lot unusual for water to be available 
only t.wo hours a day to flush toilets, bathe and do laundry. As a 
resul~:, there is a higher incidence of d~arrhea and other intestinal 
diseases than for the population as a whole. The environment is 
unhealthy and unsafe. 

Another typical target group solution to the shelter problem is 
the improvised unit on the city's periphery. These spontaneous settle
ments ring the major urban areas in Central America. They are the 
products of what has come to be known as t~e informal sector. 

Spontaneous settl~ments are located on both public and private 
lands. The settlements are not products of the legally recognized 
building and construction process. Sometimes the settlers pay inter
mediaries for parcels of land in these areas in hopes of acquiring 
legal title. A slow building process takes place and new homes are 
added to the area by individual families. The structures are almost 
exclusively made of second hand materials, wood for the walls and 
corrugated tin for roofing. The interior space is generally one room 
which might be partitioned by hanging curtains. There is the same 
scarcity of furniture as in the rental rooms. The families living in 
spontaneous settlements must haul their own drinking and bathing water, 
generally for long distances over hilly terrain. Water is sold on 
trucks from certain distribution points outside the settlements them
selves. The water is often sold in unsanitary rusted barrels and is 
hauled to the dwelling in rusted ::ans. Some families dig latrines 
for their homes or share one with several other families. Frequently 
there is no disposal system at all for human wastes and they accumulate 
in the area surrounding the dwelling unit. 

b) Income and emplovrnent 

As defined by income, this project's target group 
will be the poorer half of the population in major cities in Central 
America. Table III shows the income distribution curves for the 
capital cities of these countries (except for ~icaragua). Incomes of 
target families will range from a lo~ of about $100 per month in 
Honduras to a high of $386 in Guatemala. 

Although unemployment may run as high as 20% among this poorer 
half of the urban population, target families either male or female 
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headed, will have to be employed or have some form of regular income 
from the practice of a trade or other sources to qualify for a mortgage 
loan to purchase the units to be financed by this project. 

Typjcally, the principal wage earner in the family will be a 
lower level office or store employee, a bus or truck driver, a skilled 
or semi-skilled construction worker, a mechanic or a factory worker. 
Family income will be augmented by the presence of more than one wage 
earner. The average is estimated to be 1.5 wag~ earners per family. 

Surveys conducted in poor communities have shov~ that target 
families spend 20-25% of their income on housing in San Jose; 20-30% 
in San Salvador and 20-25% in Tegucigalpa. 

2. Need and Effective Demand 

Given conditions such as those described above, it is 
evident that there is a considerable need for new housing, as well as 
for an improvement to existing housing stock in Central America. For 
purposes of this discussion, "need" represents only that generated 
by the formation of new households. 

AID bilateral housing assistance is beginning to COL1centrate 
on the improvement of existing stock. This is the case of the $11.4 
million HG loan to Costa Rica which is just now in initial stages of 
implementation. Assistance to the informal sector is proposed as well 
in the CDSS for Honduras, Guatemala and EJ Salvador. 

This regional housing assistance project is concerned with 
the equally important need to increase production of new units affordable 
by the poor. In the background discussion it was shown that in general 
terms new housing produced in Central America is falling short of the 
need generated by population growth alone. The accumulated deficit 
is growing. 

A more detailed analysis of production versus need in the major 
cities is shown in Table IV. Production of housing for families between 
the 35th and the 50th income percentile groups in San Jose is at levels 
which are adequate to meet the demand generated by growth (as shown). 
The critical arza is production for families below the 25th percentile. 
To make major gains in dealing with the needs of these families will 
require a reorientation of the programs of the national housing agency, 
INVU. Such a reorientation is the goal of the curren~ bilateral HG 
loan. This project will contribute to that goal by providing financing 
to private sector production, especially above the 35th nercentile, to 
substitute for proj ects built by I:iVU at that level. For the year shown 
in the table, 1976-77, 72% of INVU's units went to families above the 35th 
income percentile group. 
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In the other countries, Honduras and El Salvador, the problem 
is simpler. More production is needed at all levels. The production 
shown for Tegucigalpa/San Pedro Sula was all by FEHCOVIL. It includes 
600 units of the pilot core housing project financed by CABEI. These 
are the first of the kind in Honduras. The AID bilaterial loan to INVA 
will finance, on an average, some 7jO units for families in the 25th to 
50th income percentile group in those two cities over the next three 
and half years. This is one third of the need of those groups. There
fore, the continued availability of financing for FEHCOVIL from CABEI 
will be import~nt and necessary. 

In the case of El Salvador there is no other external financing 
available for housing affordable by families in the 25th to 50th income 
percentile groups. The World Bank has made loans to the Fundacion 
Salvadorena de Desarrollo y Vivienda Minima for the poorest families. 
The financing which CABEl will make 2vailable to the S&L Associations 
and the Fondo Social will be necessary to keep production even at the 
levels shown in the table. It may also increase such production by 
as much as 50% to some 1,200 units. This is still only 80% of the need. 

Data on production and need by income groups was not available 
for Guatemala in sufficient detail to include in the Table IV. In the 
project paper for the combined AID/CABEl loan to Guatemala, the analysis 
of housing market supply and demand (Section III c.7., pp. 30-32) 
documented the existence of a large, unsatisfied need for housing in 
the 20th to 50th income grcups with production accounting for a scarce 
5% of that need. This projcCc will complement that loan at those 
levels. 

3. Project's Impact on the Target Group 

The foregoing discussion demonstrates need and effective 
demand among the target group for the units to be financed by this project. 
This new housing is expected to provide various benefits to this group: 

a) Secure Tenure And Personal Access To Capital Goods 

Half or more of the target group occupy units which 
they do not O'NO. The majority are either renting or have some variation 
of a lease purchase agreement. This condition of itself is not a problem. 
However, in a survey done as part of the Urban Assessment of San Jose, 
83% of the families renting their home expressed a desire to become home
owners. This project will be instrumental in realizing this aspiration 
since the units will be sold to participating families. Ownership will 
signify, as well, that house payments are being capitalized by the target 
families, as opposed to rental payments which are an expense not an invest
ment. For many of the families the housing unit will become their only 
significant capital good, in effect making them small property owners. 
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Sales contracts used by housing finance institutions in the project 
will specify the rights and obligations of the parties. Being registered 
contracts they will provide recourse to the courts in the case of disputes. 
Such conditions are not currently available to most target families who 
are parties to unregistered, private contracts which do not specify their 
rigr.ts and which cannot be taken to the courts. (See example in Annex F). 

b) Improved Quality Of Site And Structure Of The House 

For as many ~s one third of the target families the 
housing unit obtained through this project will be their first with a 
direct water conne~tion. The site will be designed to provide proper 
drainage. Proper disposal of sewage will be available for the first time 
for as 'llany as tW0 thirds of the families. As.de from convenience, the 
impact of these measures will be felt in improved health, particularly 
in the ,eduction of the incidence of amoebic and bacterial dysenteries, 
enteric1s and other diseases which are directly related to water supply 
and sanitary conditions. 

The quality or the structure will be an improvement as well to 
the two-thirds or more or the families who live currently in a structure 
made of impermanent materials. The project will probably not have an 
immediate beneficial effect on the problem of overcrowding which. many of 
the families face. All the units will be small to reduce costs. As the 
units are expandable by the owners, over time there will be less over
crowding. This improvement will occur after project completion. 

4. \\1omen In Developmen t 

Women have been and will continue to be beneficiaries of 
the shelter to be financed by CABEI. In none of the five member countries 
is there a legal barrier to property ownership by women. Although 
statistics are seldom disaggregated by sex, the government agencies that 
sponsor low-cost housing estimate that one-fourth to one-third of 
the families purchasing housing urlits are headed by females. Further
more, these agencies report a high incidence of male abandonment of the 
household, meaning that the percentage of female headed households is 
probably closer to fifty. 

There are few studies which have been done on the female headed 
household in Central America. However, where some preliminary data does 
exist (primarily for Costa Rica), it shows that the plight of the female 
headed household tends to be worse than that of its male headed counterpart. 
Incomes tend to be lower and the incidence of illness is higher. There also 
is less stability in terms of family unit composition and place of dwelling. 

CABEI is an intermediary credit institution and, as such, relies 
upon the national institutions to mount programs which will enhance women's 
access to credit for shelter. Some specific efforts have been designed to 
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enable women to participate more fully in shelter programs. It has been 
found that the need for adequate shelter is combined with a need for job 
training and skill upgrading. Again, in Costa Rica, the shelter pro-
gram has been combined with a community employment effort, with a signifi
cant proportion of the training opportunities going to women. Women are 
receiving training in the non-traditional fields of carpentry and furni
ture making. The Honduran Federation of Housing Cooperatives (FEHCOVIL) 
has recently added an employment training component to complement its 
shelter program. !fuile the training is not targeted toward women, they 
can and will be encouraged to participate. 
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B. TECHNICAL AVALYSIS AND AFFORDABILITY 

Table V presents the characteristics of the types of housing 
solutions to be financed by CABEl. As shown the solutions vary from a 
one-room, one-bath core unit up to three-bedroom, two-bath house. It 
should be noted that the units to be financed through the Fondo Social * 
are affordable by the target group even though the house sales price is 
relatively high. Rather than construct core house solutions the Fondo 
Social prefers to construct the same two-bedroom unit and provide both 
lower interest rate financing as well as variable or graduated payments 
schedules for lower income families. The Fondo Social obtains its fvnds 
from taxes, therefore they have no ~ost, and the ratio of their yearly 
income from taxes to CABEl's yearly c~ntribut~on is sufficiently high to 
permit the Fondo to continue with this policy when it starts borrowing 
additional funds at market rate conditions for the first time. 

Affordability, expressed as percentile income group level, was 
calculated on the. basis of a 20 year loan and using 25% of income for 
house payments. Downpayment varied from 5 to 10%, and interest rates from 
12-13% depending on the practice of the lending institution. The Fondo 
Social interest rates varied from 2 to 6%. 

Land and urbanization costs as a percent of total sales price vary 
between 30 and 42% depending on the location of the site in relation to 
the city center and on the level of hOllsing solutions constructed. 

Sales pr.ice inflation for the last five years has averaged about 
12% a year except for Guatemala where the earthquake multiplied the de
mand for labor and supplies, and caused the rate to be higher. 

The costs presented in the table are estimates for 1980. The in
flation rate which is greater than wage inflation will imply that the 
solLtions are accessible only to higher percentile groups. This will not 
affect the project goal of 55% of financing for the lower 50% percentile. 
It will require that the financing to be provided during the last years 
be directed more to National Institutions' core house solutions. It will 
require, as well, that institutions reduce the size and the amenities of 
the solutions to meet the projected target group. 

*The Fondo Social is an El Salvadorean government institution. It receives 
its funding from salary contributions, employer contributions and govern
ment capital funds. The monies are destined for housing production. 
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C. INSTITUTIONAL ANALYSIS 

The feasibility of this project will depend on four factors: 

the development u[ a sound, onge· 19 financial basis for 
CABEI's Housing Fund to provide the resources for the re
ginal secondary mortgage operations of the Bank. 

the procedures and instruments used by CABEI in investing 
the resources of the Housing Fund via its secondary mortgage 
market operations, while targeting a portion of those invest
ments on the poor. 

the manner in which CABEI organizes and operates its housin3 
programs internally. 

the ability of CABEI's sub-borrowers in each country to 
generate and implement projects for financing by the Bank. 

The history and performance of CABEI's housing program as de
veloped over the past fifteen years with AID assistance was recorded 
and evaluated by a team of Office of Housing consultants during June
July of this year. Their report, the case study of CABEI, has pro
vided much of the information on which this institutional analysis 
is based. The analysis has also ben~fited from a separate consultant's 
evaluation of the procedures used by CABEI in processing housing loans 
and in recording related information. The discussion which follows, 
then has combined the findings of both of these studies with the know
ledge and experience gained by the RHUDO/ROCAP in collaborating with 
CABEI in the development of its housing program. 

Financial Base of the Housing Fund 

A secondary mortgage market can be defined as one in 
which a specialized financial institution moves mortgage funds from 
capital strong to capital weak areas by the purchase of mortgages as 
investments through a number of different instruments for use as col
lateral in attracting money from the open capital market. 

CABEI has been struggling with some success since 1963 to 
institute such a market in Central America. This section of the insti
tutional analysis will consider the difficulties confronted by the 
Bank in attracting money from open capital markets to provide additional 
mortgage financing for the region. 

a) Housing Investment Certificates 

Originally, it was anticipated by AID that CABEl's 
secondary mortgage operations would be supported not only by the AID 
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loans but also by the proceeds from the sale of mortgage-backed bonds 
issued and sold by CABEI in Central America. Prior to HG-003, CABEI 
had sold and designated for the housing program $2.3 million in bonds 
receipts. HG-003 required that CABEI sell additional bonds. In 1976, 
CABEI initiated an active bond sale program using the name of "housing 
invest:nent certificates". 

A total of $60 million in certificates have been sold and $39 
million have been redeemed and repurchased, leaving approximately 
$21 million outstanding, as ~hown in Table VI. 

Unfortunately, bec.lUse of the nature of the :narket for securities 
in Central America, the certificates have had to be sight-redeemable, 
even though they have a 20-year maturity. This has limited their utili
zation as a source of funds for long-term lending. Their placement has 
also caused an adverse reaction on the part of the commercial banks 
and Central Banks in the region due to the co:npetitive advantage vis a 
vis national bond issues of CABEI certificates which pay higher interest 
rates (8.75%) and have special tax benefits. As d resplt of complaints 
from the various Central Banks, CABEI's Board of Directors has restricted 
the sale of certificates to the $25 million outstanding. 

The certificates, despite their name, are not backed by just the 
mortgages held by the Bank, but rather by its general assets, since 
CABEI's covenants with its lenders preclude the segregation of a portion 
of the assets as collateral for specific debts. In effect, the regional 
bond sales have been a part of the Bank's general borrowing. 

In view of these problcws CABEI is actively considering a number 
of alternative means of develop~ng a sound financial base for the Hous
ing Fund to provide resources f, ,r the Bank's secondary mortgage :narket 
operations. The regional capital markets are still viewed as a potential 
soulce of funds. CABEI is expected to renew its promotion of housing 
investment certificates in thp.se markets as short term investments with 
fixed maturities. This is a limited source, however, principally be
cause liquidity t·1ithin the countries is affected by the political un
rest in the toeal area and as well by agriculture prices. 

b) International Borrowing 

The attraction of funds from the international markets 
within the context of the Bank's general borrowing is now viewed as the 
main vehicle through which CABEI can gener~te the financial resources 
which it will need to sustain its secondary mort~-z~ market operations. 
CAnEI's paid-in capital by the five Central A:nerican rOuutries was $55 
million in 1975. The Board of Governors approved an increase in ~uth
orized capital to $200 million in January 1979. CABEI's rate of return 
on equity and investments has been steadily rising. (See IV.B.l. 
Financial Statement Analvsis.) 

http:develop.ng
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TABLE VI 

CABEI's Regional rlond Sales 

Issue 

1. Bonds 

2. Housing Investment 
Certificates 

Total Issued 

Sales 

1. Bonds 

2. Housing Investment 
Certificates (1) 

Total Sold 

Less 

Repurchases 

Housing Certificates 

2.300,000.00 

25.000.000.00 

2.300.000.00 

59.494,109.97 

Total Securities in Circulation 

Securities Issued and Unsold 

Redemptions and Repurchases 

Total Securit~s Sold 

Total securities redeemed by CABEI 
plus repurchase 

Total securities held by 
Securities holders 

$27.300.000.00 

$61.794.109.97 

$41.650.178.08 

$20.143.931. 89 

$ 7.156.068.11 

$61.794.109.97 100% 

$38,645.070.00 63% 

$23.149.039.97 37% 

(1) The issue of Housing Investment Certificates of $25.000,000.00 is the 
limit of Certificates that may be in circulation. However, because of re
purchases, the gross sales mdY axce~d $2].000.000.00. 

http:23.000.000.00
http:25.000.000.00
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As ~ result of its strong financi~l position, CABEI is beginning 
to have considerable success in attracting international loans for 
Central America. From its establishment in 1963 to 1975, CABEI secured 
$440 million (42~~ of its total borrowing) on non-concessional terms. 
Since 1975, the date of HG-003, CABEl has obtained an additional $350 
~illion in external, non-concessional loans. The most notable are now 
more recent ones which inclt'le a twelve-year $20 million loan with 
million loan with European banks and a fifteen-year $20 millio~ bond 
sale in Europe. As such longer terms become more prevalent in the Bank's 
borrowing, they ''''ill facilitate the investment in housing of CABEI' s own 
resources. 

This is a particular interest because the Bank's equity position 
participants do not include major d~veloped nations as do the Inter
american Development Bank, the World Bank, or the Asian Development 
Bank. It can be inferred, therefore, that CABEI's entry into the inter
national capital market has been based directly upon its demonstrated 
creditworthiness. As the Bank's financial position continues to improve, 
and as international lenders become more familiar with the institution, 
CABEI's access to international capital markets should continue to expand. 

The ability of CABEl to borrow from international sources and 
the Bank's commitment to make available a portion of the proceeds of 
such loans to the Housing Fund is fundamental. It will not, of itself, 
provide the viability which the iund has lacked. Consequently CABEI 
will have to improve and expand its ability to monitor, plan and manage 
the finances of its housing program. 

c) Financial Information System of the Housing Fund 

Improved monitoring will require a revision of the 
current systems of the Housing Fund to improve both the recording, 
accounting and reporting of information. A consultant's study of this 
system identified the following problems: 

The basic data bank is costly, is time-consuming to create 
and maintain and is cumbersome to use because of the accumulation of 
unnecessary inform~tion, repetition of data, etc ... 

The financial information system has not been planned and 
designed to perform the various functions which are required: control 
of the portfolio, processing and control of disbursements, preparation 
of reports to comply with borrowing agreements and statistic~l analyses 
to provide inputs to the management of the Housing Fund. As an example, 
although che data is on file in computers, the information required for 
a drawdown of HG loans must be produced and recorded manually. 

Personnel of both the Financial and the Analysis and Supervision 
Divisions have agreed to the need for this revision. They appear to 
be able to perform most of the work needed. Technical assistance will 
be provided to complement their effort. 
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d) Financial Management ot the Housing Fund 

Another area which will require improvement is in 
financial management. As described in section IV.3. Financial Feasi
bilit>, CABEI has an excellent record in the fina~2ial management of 
both its consolidated ope~ations and the Housing ?und. Nevertheless, 
there 3re some shortcomings. 

CABET has lacked effective coordination in certain areas which 
has hindered housing investments. For example, the Financial and 
Promotion Divisions at times have failed to keep one another adequately 
informed on both the need for investment funds and the availability of 
funds, especially reilows and profits for reinvestment. 

Anotrer problem has been the constant high state of li~uidity 
of the Housing Fund. This is a consequence, in part, of the sight
redeemable characteristic of th~ $25 million in housing investment 
certificates issued by the Bank. CABEI has felt compelled to maintain 
ample liquid resources, since such sight-redeemable resources can upset 
the most carefully programmed cash flows. 

Financial management of the Housing Fund has been adversely 
affected as well by the fact ~hat when housing loans are approved by 
the Board of Directors, it is the practice to earmark the amount of 
funds needed au~ place that amount in short-term investments. Since 
many months, and sometimes up to two years, elapse before disbursement 
of the loans, the volume of short-term, non-housing investments of the 
Housing Fund has been large. 

The net effect is that housing investments and consequently 
earnings on those investments, are less than they could be. As a re
sult the Housing Fund has not been capitalized at as fast a rate as it 
might have been with more agressive financial management. 

One of the causes of the high state of liquidity will be corrected 
to a great extent as CABEI orients itE housi~g investments to the purchase 
of bonds with variable maturity dates from eligible housing institutions. 
This will facilitate and accelerate the investment of Housing Fund re
sources by reducing the long lapses of time which now occur between loan 
approval ,and actual disbursement of runds, as well as reducing the re
serve requirements and permitting increased levels of investrr~nt of 
short-term liquid funds for housing. 

To further reinfoice CABEI's ability to manage and optimize the 
resources of the Housing E~nd, the project will provide training in money 
management as it relates t" housing finance to one or two staff members 
of the Bank. With the tra~ning, this personnel should learn to relate 
the flow of investments to the obtainment of resources and to prepare the 
necessary cash flows for the prompt investment of new resources and 
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reinvestment of recuperations. This capability will be crucial to the 
proper use of the Bank's growing acc~ss to international capital markets 
to provide a continuing source of resources for the Housing Fund. Finally, 
toassure that the training is put to good use, the project will provide 
technical assistance to the Bank to design revised financial management 
procedures. 

It is fully expected that this combination of CABEI's growing 
success in international borrowing with the improved financial monitor
ing, planning and management capability that this project will lead to, 
will provide the viability required for CABEI's Housing Fund and thus 
the r~sourc~s to sustain the Bank's secondary mortgage market operations 
in r~ntral America. 

2. The Purchase of Mortgages in the S~condarv Market 

This section will consider the difficulties confronted 
by CABEI in the purchase of mortgages as investments. In this aspect 
of its operation, the secondary mortbage market in Central America has 
experienced an ~volution. Starting from the initial $2 million distri
buted to each C~ntral American country through commercial banks, CABEI 
has moved to the purchase of specific eligible mortgages (individual 
and global) and participation contracts in assigned mortgages from a 
variety of housing finance institutions. In this regard, CABEI has 
bee.n serving essentially as a rediscounting facility. In performing 
thi~ function the Bank has confronted a number of difficulties which 
need to be addressed. Further, the growing expertise and ~xperience 
of housing finance institutions in the region provides a new and dif
ferent context for the operation of a regional secondary mortgage market 
which must be considered as well. 

a) Problems Confronted in Purchasing Mortgages 

CABEI's housing investment to date have been mostly 
in mortgages and mortgage participations originated by savings and loan 
associations in specific projects. The practice has been for the Bank 
to conduct a detailed technical and financial review of these projects 
prior to issuing a commitment. Interim disbursements have been contin
gent on field inspections of the construction process. Final disburse
ments have been made on the basis of either the outright transfer of 
title of specific mortga~es to CABEI or of their assignment to the Bank. 
These purchased or assigned mortgages require a lengthy and detailed 
check of the documentation prior to disbursement. 

The intervention by CABEI in each step of the construction and 
mortgage purchase process has been necessary to ensure that the Bank 
was financing housing of a certain quality and price. Such an assurance 
was required by AID as a condition to its loans, given the reluctance of 
builders and other local institutions to produce low and middle cost 
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housing. It was required by CABEI as well as a means of protecting its 
investments, given the relative inexperience of local housing finance 
institutions in project review and construction supervision. 

CABEI's project-specific concerns have been instrumental in the 
Bank's success to date in promoting and financing low cost housing in 
Central .~erica. They have also been a source of problems. 

CABEI's borrowers complain that loan and disbursement review and 
approval procedures are slow and cumbersome. They also represent an 
added cost to the Bank. The same is true with the procedures involved 
in transfering or assigning mortgage titles to the Bank which are both 
legally cumbersome and costly. 

Dealing only in new mortgages has signified that all of CABEI's 
investments in housing are for periods of no less than twenty years. 
Added to this financial burden is the fact that individual mortgages, 
while secure, represent an asset which is not easily traded or converted. 
Monitoring and controlling the mortgage portfolio has L'reated an ex
tensive and expensive record-keeping burden. 

b) Potential in Develooing ~atioral Housing Finance 
Institutions 

Such problems as these require attention. Fortunately, 
there is en ofportuni ty to do s,~ '~i. "en the growing poten tial of the 
various national housing finailce institutions in Central America. 
Most of these institutions, such as DECAP and the S&L system in Costa 
Rica, the Fondo Social in El Salvador or FINAVI and the S&L system in 
Honduras, did not '=x';'c:t in 1963 when CABEI began its regional secondary 
mortgage market operations. Today, just the Central American S&L associ
ations alone have originated over 40,000 mortgage loans for a value of 
nearly $340,000,000. Even the most recent of these, the associations in 
Honduras have originated 2,400 loans worth over $26,000,000. This 
activity represents experience and a growing technicnl and financial 
expertise. 

The same is true of some cooperative technical service organiza
tions (TSO) such as FEHCOVIL (Honduras) and FENACOVI (Guatemala) and 
of a few national housing institutions, most notably INVU (Costa Rica). 

This accumulated experience and growing expertise make it possi
ble for CABEl to rely more and lliore on the technical and financial re
view of specific projects by the public sector institutions, such as 
the cenLral housing finance banks ("cajas de ahorro"), which are legally 
responsible in the various countries for such a function. TSO's cou~d 
assume a similar responsibility for cooperative housing. 
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The growing expertise of national housing finance institutions 
extends beyond review of housing projects. Costa Rica and Guatemala 
have a fairly well established market for mortgage participations and 
other mortgage-backed instruments. F~ and FI~AVI are actively taking 
steps to institute such a ~arket in El Salvador and Honduras, respec
tively. The existance of such instruments provides an opportunity for 
CABEI to shift from buying specific mortgages to dealing in available 
mortgage-backed securities which are controlled with greater ease. They 
can also represent investments with variable maturities ranging from 
five to twenty years, thereby diversifying CABEI's mortgage protfolio 
and providing greater investment opportunities for shorter term finan
ciql resources. Finally, the purchase of such instruments precludes 
the need to transfer or assign the titles to CABEI. 

c) Reduced Costs 

The new procedures will also permit a reduction in 
loan processing costs. As CABEI reduces its direct project financing 
in favor of a secondary finance role, the burden on the staff which 
reviews plans, specs and disbursements and performs accounting functions 
of the portfolio will decrease. This reduced staff burden in this phase 
of the operation will permit CABEI to increase the number of its staff 
dealing with the financial aspects of the Housing Fund and secondary 
mortgage market without increasing overall costs. 

In fact, CABEI may be able to reduce the overall cost of running 
the housing program even after shifting its staffing pattern. 

Administrative expenses as a share of gross income are already 
low, the accepted range is 25-33%, while the Housing Fund ratio only 
exceeded 25% once and it has been declining since 1975. In recent years, 
CABEI's interest rate spread, i.e., the difference between its costs of 
money and its investment rates, has been 1%. The present favorable 
administrative expense/gross income ratio combined with the potential 
for reductions in the administrative expenses attributable to fewer 
housing projects to supervise and larger, more-standardized investment 
transactions could enable CABEI to reduce this spread. This, of course, 
would contribute to making CABEI's housing program more attractive to 
the national housing finance institutions. 

d) Support of ~ational Housing Finance Institutions 

CABEI must reorient the manner in which it operates 
the regional se~ondary mortgage market to provide a more important 
role to the ho~~:ing finance institutions in the various countries. 
Such a reorientJtion would concentrate mostly on key public sector 
institutions such as the central housing finance banks ("cajas de 
ahorro"). It would not exclude other public or private sector associ
ations. 
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Under the new relationship CABEI would rely on national housing 
finance institutions to review projects. The Bank's housing invest
ments would be more and more in mortgage-backed instruments issued 
by these institutions. In doing so, CABEI will be providing signifi
cant support to the development of the housing finance capability in 
each country. 

The mechanics of this new orientation for CABEI's secondary 
mortgage market operations are simple. It is expected that each 
national housing finance institutions will float its bonds within 
its country to its member institutions and other investors. As the 
maturity dates arrive, the institutions will sell new bonds to replace 
the old ones. Since CABEI will be an important share of the total market, 
it will be desirable for CABEI to adopt specific policies expressing the 
criteria it will use in determining which bonds to buy, when and under 
what conditions. 

The bonds will be guaranteed by the institutions and backed by 
specified mortgages with an aggregate value to be determined. 

The selling institutions will be obligated to substitute mortgages 
for any which are in arrears, default or foreclosur<; to ensure the in
tegrity of the bonds. 

Such changesin CABEI's procedures for buying mortgages must be 
designed also in such a way as to guarantee that the proceeds of such 
purchases are used to finance housing which conforms AID guidelines 
and to CABEI's own policies with regard to housing. 

This issue was discussed at ~ meeting with the Bank's staff 
held on March 26 of this year. CABEI suggested that the Bank could buy 
regular bonds issued by national housing banks, while agreeing in a 
separate document to certain conditions to the purchase of these bonds 
by CABEI. These conditions would include requirements wiht regard to 
the use of the proceeds of the sale. 

This is only one of several possible mechanisms. The important 
fact is that CABEI accepts the need to develop such mechanisms. The 
details will be worked out by CABEI with HG fee-financed technical 
assistance before the first loan disbursement. 

It should be pointed out to the benefit of CABEI, that they 
will also continue to purchase mortgages and participation contracts 
in mortgages depending on the legal status and ability of the borrowing 
institution. This is particularly important when the borrower is a 
non-profit coop i.nstitution, for example, incapable of selling bonds 
or obtaining a government guarantee. These are the institutions also 
which are likely to produce low-cost housing. \Vhen required CABEI 
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will also provide loans to National Housing Institutions based on their 
guarantee and the re~uirement to generate eligible low cost housing 
mortgages. 

e) Targeting the Poor 

The manner in which CABEI will operate its secondary 
mortgage market to guarantee that a fixed portion of its financing is 
targeted on tile poor is imoortant to this project. 

CABEI currently determines eligibility for its mortgage purchase 
program :~ two manners. For middle cost housing there is a maximum 
allowable selling price of $12,000. It is anticipated that CABEI will 
increase this to $15,000. Mortgages presented to CABEI for purchase 
are certified by the borrmdng institution to have the registry number, 
FHA number, purchaser name, and selling price as presented in the dis
bursement requrest. If the unit selling price as shown is under $12,000 
it is accepted. CABEI performs periodic audits to certify the data 
presented. 

For construction financing leading to long-term mortgage financing, 
CABEI determines the eligibility of the project on the technical review 
of the plans, specs and cost breakdown. Increased costs due to inflation 
of labor and materials are then allowed up to the maximum of $12,000. 

For a low cost project, CABEI established a ceiling selling price 
based on the standard established in HG-003 by AID of $3,000 as of 
January, 1975, adjusted to reflect increases due to inflation of the 
cost of materials, labor, and land. Only those increases which can be 
documented and verified by CABEI's technical staff are allowed. Accord
ingly, for example, the agreed selling price of low cost housing in 
Costa Rica is now $5,300. The use of a single cost figure of $3,000 
is not equitable because cost and ?articularly incomes vary throughout 
the region. For this reason low cost housing will now be defined as 
housing with a selling price affordable by families with incomes below 
the urban median level in major cities. CABEI will establish a base 
line income figure for each country. It will also determine the variables 
which can be measured on a periodic basis to adjust the income data. 
This will then be converted to a selling price based on the prevailing 
terms for loans, such as interest rate, mortgage period, down payment 
and % of family income allocated to housing. Technical assistance 
will be provided to CABEI on this subject. 

In order to e:lsure that at least 55% of CABEl' s investment are 
in low-cost housing, CABEI will require institutions to certify which 
specific mortgages, giving their monetarj values, are for eligible low
cost houses. In the event of problems with any of these mortgages, they 
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will be replaced with other eligible mortgages. CABEI will be required 
to audit the records of mortgages which are financed with the proceeds 
of bonds it purchases to ensure compliance with these requirements. 
CABEI, if necessary will continue to use it current procedures for 
approving loans and disbursements. These procedures are such that 
financing is tried directly to the generation of eligible mortgages. 

3. Management of the Housing Fund 

a) Organization and Staffing 

At the outset in 1963, each one of CABEI's lending 
programs was organized as a self-contained department. There was a 
Home Loan Department (Departamento Financiero de la Vivienda), responding 
to the Executive Vice President (EVP) , which included all the staff 
which oTtginated housing loalls, reviewed the plans and specs of projects 
to be financed and supervised the use of loan proceeds. 

CABEI's organization along departmental lines worked adequately 
for many years, unti.l the Bank grew to have so many departments (all 
responsible to the EVP) that the administrative and supervision functions 
became increasingly complex and time-consuming. In ac.dition, some programs 
began to bog down awaiting the EVP's attention, as others were able to 
receive preferential or speedier attention. The organizational structure 
of the Bank was reorganized on a "functional" basis in 1976. 

The Bank is now divided into "gerencias" or management areas, 
which are: Administration, Finance, Programs and Promotion, and Analysis 
and Supervision. (See Table VII) There is also a separate Legal Office. 
Each of these now has some relation to the housing program. 

Housing loans are ori . Lnated by the Programs and Promotion Division 
("gerencia") which also prepares the Bank's yearly and multi-year housing 
plans, as well as all th,· documentation need for Board approval of the 
loans. The head of this Division is the c~ordinator of CABEI's housing 
program. There are three full-time and one part-time professionals 
assigned to housing inhQ division. 

The Analysis and Supervision Division assumes responsibility 
for review and approval of final ~ousing project plans and specs once 
the loan is approved. The divisiun also supervises the bidding and 
construction processes and approves disbursements based on its site 
inspections. This [unction is handled by two engineers who work part· 
time on housin~ matters. 

A separate sub-section of the same Analysis and Supervision 
Division supervises and audits t:le institutions which borrow from CABEI. 
A full-time auditor works with the housing finance institutions to 
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analyze their financial status before they are approved to receive a 
loan. He also audits the mortgage portfolio which has been sold or 
assigned to CABEl as collateral for the loan. He has the support of 
another employee part-time. 

The only other full-time person assigned by CABEl to its housing 
program is in the Financial Division. He is assisted by one more part
time employee in projecting the resources available for housing loans, 
managing the funds allocated for housing and handling loan disburse
ments. This function is important because, although CABEI no longer 
has a Home Loan Department, it does maintain a separate Housing Fund 
for which it keeps separate books and prepares income and expense 
statments and balance sheets. The assets of this Fund are not mixed 
with those of the other Funds in CABEI, so that its profits and roll
overs are reinvested exclusively in additional housing loans. Further
more, disbursements are made on the basis of a list of eligible mortgages 
which needs to be verified by the division. 

b) lmoroved Coordination 

There have been problems of coordination among the 
several divisions regarding housing loans and investments. To improve 
coordination and expedite the overall process of the Housing Fund, 
CABEI has designated the Director of the Programming and Promotion 
Division as the coordinator for housing. \~ile this person is effective, 
the other divisions are not always responsive due to other priorities. 
Also, since the coordinator has responsibilities regarding each of the 
other investment sectors, this action alone is not enough to permit the 
Bank's housing program to operate satisfactorily. 

;vithin the framework of CABEI's present organization, the most 
appropriate remedy is to explicitly and formally designate housing 
officers in each key section. This personnel would devote its ~ime 
and attention to housing on a priority ba9is. Further, one housing 
officer from each of the divisions would belong to a permanent Housing 
Committee chaired by the representative of the Programming and Promotion 
Division. One of the powers of the chairman should be the right to 
assign tasks to the designated housing officers. The primary purpose 
of the Housing Committee would be to ensure the efficient and effective 
implementation of the CABEI Housing Program. The committee would be 
required to meet perioaically to discuss and plan for dictamens, dis
bursements, reflows, investments and other housing matters. 

These changes would result in a network organization of housing 
officers working closely with one another and benefiting by the technical 
support of their associates in each of the sections. 
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c) Internal Procedures 

The development of a secondary mortgage operation 
by CABEI has been delayed and confined not only by the lack of ~echanisms 
such as a functioning primary market, excess liquidity within the system 
a~d the lack of standardized mortgage documents and legal transfer 
practices, but also due to the conditions that were imposed on its 
operation. Since the housing programming was almost entirely financed 
by AID, its p=ocedures were ~argely dictated by AID, e.g.: AID re-
quired mortgages purchased by CABEI be insured by Fa~, that CABEI sell 
bonds backed by mortgages in Central America, purchase only new mortgages, 
and record and maintain special data in the accounting system. Some of 
these requirements have now become an impediment to the efficient operation 
of the secondary mortgage ~arket. 

Those changes that relate to the ~anner in which the secondary 
mortgage market will be operated were discussed in the two previous 
sections. 

In addition, it now appears necessary to effect a thorough re
vision of the Housing Operating Plan and Guidelines which were adopted 
in 1964. This document mixes policies and operating procedures, there
by complicating the roles of the staff and the Board of Directors. 
Moreover many of the procedures are laborious, time-demanding and re
dundant. For example, for fifteen years CABEI has been using a "Dicta
men" process whereby each staff group writes its opinion of each matt~r 
to go before the Board of Directors. Over the years, this process has 
become very elaborate and the opinion reports extremely long and detailed. 
As a result, the burdens on the staff and the Board are great. More
over, the process encourages the Board to be come involved in operational 
details which would be better left to the staff. CABEI now is committed 
to revise its Housing Operating Plan and Guidelines so that it conforms 
to the new Housing Policy statement and streamlines day-to-day procedures. 
This project will provide technical assistance to CABEI to support this 
revision. 

4. Capabilities of National Housing Institutions 

In order to CABEl to function effectively as a secondary 
finance institution, there must be both an adequate amount of new 
houses constructed and mortgage loans made for the purchase of these 
houses. It was demonstrated in the Social Analysis that there is 
ample need and demand for the units to be financed by this project. 
Considered here are the capabilities of institutions in Central America 
to build and finance the needed housing. 

A brief description of thehousing delivery capabilities of 
institutions in each of the five countries is presented below. Of 
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particular significance to this project is the rapidly increasing 
secondary mortgage market activity in most of the countries. This 
new capability is fundamentally important to CABEI's new orientation 
to the regional' secondary mortgage market, i.e., investing in bonds 
issued by these national housing institutions. 

a) Absorptive Capacity of National Institutions 

COSTA RICA 

The Savings and Loan System was created in 1969. 
DECAP, the Central Savings and Loan Department of the Banco Credito 
Agricola de Cargago, has obtained most of its capital from nine CABEI 
loans for a total of $35 million. DECAP also obtains funds by selling 
mortgage participations to the public. 

While DECAP is attempting to generate more capital within Costa 
Rica, it also expects to continue to be one of CABEI's largest borrowers. 
In the last few years almost 50% of DECAP production has been financed 
by CABEI and BLAPE. The figures presented in Table VIII showing pro
posed disbursements to DECAP by CABEI under this project are considerably 
below the actual levels of the last years. DECAP's pending requests to 
CABEI for 1979, shown in the first column of Table VIII, and the ex
perience to date te~d to demonstrate that DECAF could easily absorb 
four times the amounts projected for them in this project. 

INVU, the national housing institution, constructs houses for 
sale or rent, operates housing finance programs and develops urban land 
for the sale of residential lots. INVU is currently the recipient of 
a bilateral loan (HG) directed toward providing home improvement loans 
and core house solutions to low-income urban poor. Disbursement of this 
bilateral $11.4 million loan should begin within the next several 
months. It is anticipated that once INVU has established the regulations, 
staff, etc., for these types of projects that the follow-on funding for 
similar projects will be provided by CABEI. INVU has requested funds 
(as shown in Table VIII) for the financing of eligible but larger con
ventional housing units with bedrooms. It is hoped that based on the 
experience from the bilateral program and the dire~~ives of the proposed 
national housing policy L~VU will do only very low-cost housing and DECAP 
the other, mor.e conventional solutions. 

In addition to INVU and DECAF there are several other institutions 
such as !MAS, Banco Nacional and the National Insurance Institute which 
are active in the financing of higher cost housing. These institutions 
will not participate in the CABEI loan. 
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TAB- E VIII 

Use of CABEI's Housing Fund in Mill ions of Dollars 
1979-+ 1980 1980 -41981 1981~1982 1982 -) 1983 1983 -=t 1984 

Country /) Fiscal Re- Ex- Re- Ex- Re- Ex- Re- Ex- Re- Ex-
Institution Year quested ~cted guested Eected guested Eected guested pee ted guested eected 

Guatemala (July) 

* FENACOVI 2.0 1.0 3.0 1.0 4.0 2.0 5.0 2.0 
,. PROMETESA 0.5 1.5 2.5 4.0 

* BANVI 3.0 3.0 4.0 0.5 5.0 2.0 
Banco Occidente 1.0 1.5 1.0 2.0 1.0 3.0 

Costa RLca 

* DECAP 3.0 4.0 6.0 6.0 6.0 6.0 6.0 2.5 6.0 1.5 
DECAP 3.0 2.0 5.0 3.0 5.0 2.5 5.0 2.0 5.0 1.0 

* INVU 3.0 4.0 1.25 4.0 1.25 4.0 .5 0-
0 

El Salvador 

FNV 5.0 2.0 6.0 5.0 6.0 4.0 7.0 3.0 7.0 3.0 

* Fondo Social 5.0 4.0 5.0 4.0 5.0 4.0 6.0 1.0 6.0 

Honduras 

FINAVI 8.0 2.5 8.0 2.0 9.0 2.0 10.0 2.0 10.0 3.0 
FEHCOVIL 1.5 2.0 1.0 2.5 1.0 2.5 

* FEilCOVIL 1.0 1.0 1.25 1.25 1.5 1.25 1.5 1.5 

* Banco Trabajadores 1. 5 3.0 1.0 
Banco Trabajadores 2.0 0.5 2.0 1.0 2.0 1.0 
Banco Sogerin 1.5 2.5 2.5 

* INVA 2.0 3.0 3.0 5.0 .5 ---
TOTALS 30.5 15.0 53.0 25.0 56.25 25.0 64.0 25.0 57.0 15.0 

* Indicates Low Cost Housing 
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TABLE VIII 

L,\BE I (JO 5 
Sc hed t11,~ ,H- (o!:lplcteJ In':l'st:nel1ts 
~\lntr'; ,1ilJ :J \- l' '"I' e ell ~1\)US in..:!. 

80 81 82 83* Total 
Guatemala 2.0 3.0 2.5 7.5 

core 0.5 0.5 
low-cost l.0 2.0 1.0 :'.0 
miJJle-cost 1.0 1.0 2.0 

COSLl Ric.:! 6.0 9.0 9.75 3.25 28.0 
C 1. 25 1. 25 2.5 
L :'.0 6.0 5.5 1.0 16.5 
~I 2.0 3.0 3.0 1.0 9.0 

El Salv.:ldor 6.0 9.0 8.0 2.5 25.5 
C 
L 4.0 4.0 ~.O 0.5 12.5 
:-1 2.0 5.0 :'.0 2.0 13.0 

Hondur3S 3.0 5.0 4.25 2.75 15.0 
C 1.0 1. 25 1. 25 3.5 
L 1.0 0.5 1.5 
~I 3.0 3.0 3.0 1.0 10.0 

TOTAL 15.0 25.0 25.0 1.0.0 75.0 

C 1.0 2.5 3.0 6.5 
L 8.0 12.0 1l.5 3.0 34.5 
~I 7.0 12.0 ll.O 4.0 34.0 

* The investments shown for 1983 are only those which complete the 
use of project resources. The tot.:l1 for that year will be about 
$25 million, 0f which about $15 milli0n is for below median income 
ta\ililies. 
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The demand for these mortgage participation contracts has been 
very strong. DECAF's volume of mortgage participations was over $24 
million 1973. The SB~ had purchase requests totaling nearly $24 million in 
actual mortgages, with sales of 51.2 to l.~ million in 1978. The 
proje~tiun fur this year is lower, a reflection of the competion pre
sentee! bv .)ther sflOrt-t.:rm investments currently offering rates of 13!:!%. 

Costa Rica has 3 well developed construction industry. Costa 
Rica has a special Llw permitting the sale of mortgage participation 
contracts. [hese particlpations are mo~tly sold through S&Ls and DECAP. 
Sumetimes security brokers are us~d. While the stock exchange has been 
of limited use chus far, the intention is to use it more extensively. 
The interest rate on these mortgage participations is 13~%. ~~ile 
some .He shint redeemable, :;Jost are for t:crms of 6 months to 2!2 years. 

[L SALVADOR 

The Financiera :Jacional de. Vivienda (FNV) was established in 
1964. It regulates ~i.sht savin;ss dnd loan associations. The system 
has been very successful and until several months ago had sufficient 
liquidity in the form of savings to finance all its housing. The lower
ing of coffee prices and the political unrest of the area has caused 
this sHuaticn to change. As d result, interest rates on savings and 
a110wab12 inte~est rate on mortgages were increased. The figures 
shown in Table VIII for disbursement to the FNV dre considerably 
below the Jbso:-ptive capac itv 0 f the system. To assist the F:T'J in its 
current problem, CABEI just approved a $h million housing loan for 
the system for this year. 

~l Salvador is in the process of implementing a plan for FNV 
to sell mortgage-backed bonds whi.:h l.lQuld be guaranteed by the Govern
ment of 21 Salvador. Cnder the prcposal, these bonds would pay 11% 
interest (t:.lX free) and il.J.ve 3 :naturity or seven years. The S&L asso<.:ia
tiuns nOI'; ?ay 91:i.:~ 011 passboL)k savings accounts which are tax free to 
c:epositors. Th.? 3.:111CO ~l?OCeca:-:'o al'::--23dj:;'5 1ctl';e, in selll.ng rrortgage 
pdrtlclration5 to t~e 0eneral public. 

The Fonda Sucial, cre:.lted in 1973, is funded by salarv deductions 
(0.5;;) '~mployer contributions (s.o~;) and government capital contribu
tiuns. It w.:m ts to increase its produc tion by 1, oar: units a year. Ir. 
addition, the Fondo Soci:.ll has lnvested in nnd committed itself to 
a very large l.:md purchase program and does not have the funds to 
maintain its past production levels. Consequently, the level of 10a.1s from 
CABEI to the Fonda Social under this project is within the current 
capacity of the institution. 

In addition to the Fondo Social and the FNV there are the qanco 
Hipotecario, Instituto de la Vivienda Urbana (IVU) and Fundacion 
Salvadorena de Desarrollo y Vivienda Minima (FSDVM) which are also 
financing housing. 
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The Banco ~ipotecario does high-cost housing. The FSDVM has a 
line of credit with the World Bank. The IVU does very limited housing 
with GOES contribution. It is not at this time an effective institu
tion capable of borrowing from CABEI. 

There is a well developed construction industry in El Salvador. 

GUATEXALA 

~~VI is the national housing bank which currently has a $30 
million loan fr0m CABEI. It is implementing a major World Bank loan 
on low-cost r~construction housing. It has also req~ested,as shown 
in Table VIIi, additional funds for a secondary cities project of low 
cost housin~. It is highly questionable, based on BA~>iVI' s previous 
history, if it can absorb another loan. Consequently, the expected 
absorption of C.\BEI' s rroj ect funds by !3A..~VI is minimal. 

FE~ACOVI is a new national cooperative housing federation which 
has and is receiving considerable financial and TA support from the 
U~ and eIDA of Canada. It will also he the recipient of $5 of the 
S30 million CABEI-i3A~-NI loan and TA from an USAlD/G grant. The $5 
million is already committed to specific projects. FL1ACOVI is a well 
run institution th:1t plans Lo pro;!llce up to 2,000 units a year. Based 
on the TA to be provided bv AID, and the experience to date it is 
anticipated that it can absorb the funds indicated in Table VIII. 

There are also private banks which use FHA insurance and operate 
a cedula system for a secondary mortgage ~arket operations to finance 
high cost housing in Guatemala. 

These private banks use the secondary mo(tgage market in quite 
different ways, as illustrated by the following examples. The Banco 
Granai & Townson places mortgages with bank client.s, other banks, 
~nsurance companies, pension funds, finance companies, and the general 
publiC. ~o attempt has been made to sell these mortgages outside 
Guatemala. The bank issues certificates of custody with a repurchase 
agreement. The certificates are issued in denominations of $100, but 
in the future the plan is for $1,000 denominations. The bank has 
approximately SlO million in mortgages placed at one time. As of 
3/31/79 it had a mortg~3e portfolio of $16.6 million. With a favorable 
political situ~tion, the prospects for futu~e mortgage placements 3t 
10~% interest is c~nsidered very good by bank officials. 

The Banco Inmobiliario buys and sells mortgages based on liquidity 
consideratjons primarily. Like the Banco Granai & Townson mortgages, 
these are insured by FHA. However, Banco Inmobiliario issues certi
ficates in $1 million denominations to other financial institutions. 
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The redemption date is unspecified, but usually 1-3 months. The 
interest rate is 8~; on these certif l.·;ates, while the mortgage interest 
rates are between 10~-11%. The bank has $10-15 million placed at one 
time, with a mortgage portfolio of $25-30 million. 

Tn total, the private banks in Guatemala held $56 million in 
mortgages (~ay 1979) and had sold $78 million in mortgages to other 
banks -- a total of $134 million. 

?ROMETESA is a non-profit institution which requested a CABEI 
loan but it is highly questionable if they can obtain the necessary 
guarantee and financial status required for qualifying for a CABEI 
loan • .. ithin t:1e ti:ne ~rlJlt~ of eilis l,);:m. 

It is anticipated that a S&L system wil: he established in 
Guatemala in the near future. RHUDO/ROCAP is assisting the B~1VI in 
this regard. 

There is a well developed construction industry in Guatemala 
but its capacity and the supply of cement will be strained if the 
industry has to take on much more than is projected in Table VIII 
for the next rew years. 

aONDURAS 

The ~ational Housing Institution (I~VA) is currently the recipient 
of a bilateral loan for home improvement and sites and services type 
solutiuns. It is receiving considerable amounts of TA from RHUDO/ROCAP 
in order to improve its administrative and technical capacity to imple
ment the bilateral loan. 

INVA is not expected to have the capacity to absorb additional 
funds in the near future. Therefore, no new funds are projected for INVA. 

The Financiera ~acional de la Vivienda (FINAVI) is the regulatory 
body for the savings and loan system in Honduras. It has recently 
completed disbursement of an AID seed loan and will be initialing a 
bond sale program within the next three months. The S&L system has 
grown r.:1pidly and successfully. The system has the capacity to absorb 
the relatively modest amounts of financing projected for it in Table VIII. 

The projected funds for FEHCOVIL, the national housing cooperative 
federation, are essentially the same as it has been receiving in the 
past few ye&rs. FEHCOVIL is an extremely efficient and conservative 
institution t:hat could, if it wanted, absorb more than the funds it 
has requested. 
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The Banco de los Trabajadores has also produced housing before 
with CABEl and should not have any difficulty utilizing the modest 
funds shown b Table VIII. 

The construction industry in Honduras is not as well developed 
as in the other countries. However, it will be able to produce the 
levels required for the projectpd CABEl financing. The gov~rnment 
has initiated a training program through l~FOP for skilled construction 
labor. Further~ore, extensive construction activity in the last three 
years in Honduras has substantially increased the capacity and capability 
of construction companies. There is a problem with cement production 
which may have to be solved by the GOH permitting imports. 

b) Interest Rate Considerations 

In the present money market it is very difficult to 
estimate at what interest rate CABEI will be able to borrow in early 
1980 and what yields it will obtain on its investments. Present 
trends in the U.S. capital markets would indicate that the HG interest 
rate 'Hill be in the range of 94-11%. CABEl's borrowing in inte~national 
markets will be at si~ilar rates. Bond sales within Central America 
should be about 1: below these figures. With the ~% HG fee, the cost 
of the proposed HG loan ',.,rould be 10-1112;~' AssU!lling no mixture of these 
new funds with CABEl's current funds, the addition of CABEl's spread 
of 1% brings the total interest rate to 11-12~% to national housing finance 
institutions. These institutions will add another 2% (on the average) 
to cover their costs and yield, thus increasing the rate to 13-14~% to 
the institutions nriginating the mortgages. 

At this time in Central .~erica it would seem reasonable to 
conclude that this rate of IJ-14~% would be competitive on the national 
mortgage ~arkets. These rates are high by recent historical standards, 
but they are not so high as to be unsupportable or unaffordable, even 
by lower income households. 

The subject of interest rates was discussed by CABEl and RHUDO/ 
ROCAP with each of the borrowing institutions at the recent country 
~eetings. The response was one of reluctant acceptance; in those 
cases where interest rate ceilings were established by law, the con
sensus was that the limit ~ould have to be changed. The rate has 
changed in the last two years in El Salvador and Guatemala due to the 
changing ~arket conditions. The changes occured after a careful 
analysis of the housing situation and financial market conditions was 
presented to the appropriate officials. The general consensus from 
all the meetings was that in light of the enormous dem~~d for CABEl's 
financing the interest rates had to be accepted and that, where required, 
changes to laws and regulations could be made. 
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Presented below as Table IX is the current interest rate situation 
with the anticipated borrowers. The situation falls into two cate
gories, one where a li~it is set by the sovernment and other where 
there is no ~aximum but rather a maximum allowable spread above the 
cost (interest rate) of the funds to be borrowed, to cover administration 
costs. 

Current Lending 
Institution Rate 

HONDUR..\S 
FI~AVI 12% 
I~VA 10% 

FEHCOVIL 11.5% 

Banco de los 12.75% 
Trabajadores 

EL SALVADOR 
Fonda Social 

FNV 

GU A T E}!ALA. 

BAINI 
FE.\lACOVI 

COSTA RICA 
DECAP 

INVU 

2-8% 

12% 

8% 
N/A 

14% 

TABLE IX 

Current :Iax 
Allowable Rate Comment 

12% Set by National Bank. 
12% \~ill mix GOH contribution 

with CABEI funds. 
:1"0 max depends 
on cost of funds. 

12.75% Set by National Bank. 

8% \-Jill mix tax funds wirl-j 
CABEI's. Set by internal 

13% Set by National Bank. 

11% Set by ~ational aank. 
a) 11% For National res;)urces. Set 

by internal policy (FENACOVI) . 

b) 4% Over cost of external reS0urces. 

No max depends 
on cost. 
No max depends 
on cost. 

The expected rates for CABEI's money are lower than the cost of 
resources mobilized within Costa Rica, currently 13.25 per cent for 6 
month 2~ year participations. The prevailing maximum rate of 13% in 

rates. 

El Salvador for the Savings and Loan syste~ (FNV) is such that these 
institutions should be able to utilize CABEI's funds under this program. 
The ?ondo Social has the option of either mixing CABEI's funds with its 
own to keep rates within their current 8% policy or, of amending its 
i~ernal policy with regard to such rates. In Honduras, FINAVI has 
already initiatEd~request to the Central Bank that the maximum rate be 
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increased to 14~ or that they be ~llowed to charge a fixed spread over 
the ~0st of external resources. 

3Af'NI is ~llcv/ed to apply such a surcharst:! LO t;,e :::ost of 
externa: borrowing Ulh::er ~'revailing Central 3ank regulati.ons in 
Guatemala. The difficulty if any, with this institution would come 
from t...le traditional t-elucta __ ce of the ':;uatemalan :·!onetary Council 
to authorize expensive external borrowing. Such difficulty will have 
a minimum impact on the feasibility of this pr8l ,~ct, however I because 
3ANVI is not expected to be a ~ajor borrower as explained in the 
prev ious secti.on. FENACOVI I ',;hich is outside the banking system is 
not subJect to these constraints. 
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D. ECO~O~IC A1~ALYSIS 

Ttis project entails an investment of $75 million over a 
f0ur-year p~~iod, or S19 million per year average. Foreign exchange 
of $25 million is involved through the HG loan from a U.S. investor. 
A portion of the S50 million of other CABEI resources will also be 
foreign exchange from bond sales and other loans in international 
money markets. The remainder will be CABEI earnings, principal re
cuperations, jund sales and borrowings of various types within Central 
.-\meric.]. 

1. Foreign Excr.ange 

A very impolcant r('~sideration is that foreign exchange 
will flow into Central America in the first few years and outflows 
will occur gradually over ma~v years. In the case of the HG l0Jll, 
the $25 million will most li~~l~ flow in :wo annual installments; 
interest payments will flow Jut at a rate of, S0y, 9~-11% per year 
over 25 to JO years; principal repayment proh.;bly ' .. ill not connnence 
for cen years and th~n be over the remainin~ 15-20 years of the loan. 

2. Emph, 'cnent and Personal I;-.r:ome Effects 

Assume that the 5-10% ~ownpayments made by housing 
purchasers is roughly e~ual to raw land costs. Thus, the $75 million 
is absorbed in construction of houses and land development. 

It is estimated that 25% of construction cost is direct labor 
cost. :lore:JVer, a sllbstantial share of r~he material cost will be 
labor cost within Central America since building material imports to 
Central America are only 5-10% of total material cost. The share is 
low because most everything is produced in one or more of tte five 
countries. Assume 10~ import value for this analysis. The calcula
tion of primary em?loyment and personal income effects is as follows: 

AnnuJ: Investment (Average) 
Direc: LJbor Component 
Total Construction Payroll 
CC:1s::ruction Ern:Jloyment ($5.00 per day 

average wage and 288 work days per year) 
Employment in Haterials Industry (1 jeD 

for 2 in 2onstruction) 
Total Construction and ~aterial Industry 

Employment 
?avroll for Construction and Material 

Industry Workers ($1,440 per year) 

$18,750,000 
4,500,000 
4,500,000 

3,125 

1,560 

4,685 

$6,750,000 
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Studies of e~p10yment effects of housing investment d,JF:a drawn 
from ~exico, Peru, Columbia, Venezuela, Brazil, Korea, Pakistan and 
India have demonstr3ted that each SlO,JOO housing investment produces 
between 7 and l~ additional jobs. 

$75,OOO,OUU total investment means 13,125 additional jobs 
created yearl! for ~ years, assuming 7 jobs are created per $10,000 
investment. 

l,875 x 7 
Less direct jobs created 
Secondary Jobs/year created 

Total Direct Payroll 
Total Secondary Payroll 
Total Project Payroll (4 years) 

13,125 
4,685 (Per previous calculation) 
8,440 

18,740 x ($5 x 288) 
33,760 x ($3 x 288) -

.326,985,000 
29,170,000 

$56,155,000 

These estimates are subject to considerable error because of 
the gross gener~lizations intrinsic to such an analysis. Nevertheless, 
the rough ma~nitudes and relative scales probably are reasonable. 
These effects would be for the ~ive years of construction activity. 
Beyond the five years, there would be positive employment and payroll 
benefit, but in much smaller amounts. 

In 1975 it was projected that the employment gap in Central 
America \YQuld be 60,.)00 jobs per year. That is, additional jobs would 
be 60,000 less than additional labor force each year, so that cumula
tive, unemploY7.1ent would increase by 300,000 in five years. In this 
perspective, '-he average of 13,125 jobs created by this project makes 
a significant contribution. Importantly, most of these jobs are fJr 
readily trained workers, although at relatively low wages. 

Econometric analysis based on data for Peru, Columbia and Korea, 
where like Central America the housing construction market uses domestic 
materials for approximate:y 95% of the needed construction materials, 
housing investment can be shown to have a higher mUltiplier effect 
than investments in plant and equipment. Estimates for the multi-
plier in Central America Val"y from 5 to 7. ~·Ihile it could be assumed 
that shelter investment would yield a high~r multiplier, taking an 
average of the estimates the combined multiplier effect of HG invest
ments in shelter will yield an increase in national income at least 
6 times as great as the initial investment. 
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On July :0, 1979, the Assistaut Ad~inistrator for Latin 
America and the Car. \.'hean :ssued a Negative Determination for this 
project. (See Annex :.) 
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IV FINANCIAL p~~ ill~ ANALYSIS 

A. FIN~~CIAL p~~* 

1. "lmmary Cost Estimate 

The principal activities in this ~roject invo've the 
financing of housing.~nits by CABEI in Central America, including some 
7,800 core and conventional housing affordable by families with incomes 
be1o~ the ~edian. These activities will represent 55% of total project 
inves[=~nt If $75 million. The balance, 45%, will be applied to 
financi~~ 3?proximately 2,800 housing units for middle income families 
in the region. 

7he $75 million ci project co~ts which will be utilized to 
finance1O\lsing units will be ~nvested by CABEI through a variety of 
~eans in~~uding purchase of mortgages and mortgage participation 
contracts, loans to housing institutions and purchase of mortgage-backed 
securities such 3S bo~ds. 

A small (less that .4%), but very important part of project 
costs will be incurred in the two remaining activities. Advisors 
will provide 28 person-months of technical assistance in the design 
of new administrative and financial procedures and systems and in 
conducting specialized studies on housing finance in Central America. 
Finally, JO person months of training will be provided to members of 
CABEI's staff and that of participating national institutions. Total 
cost for both activities will be $240,000. 

2. Sources of Funds 

a) AID Resources 

AID resources for this project will include a $25 
million loan to be obtained by CABEI under the Housing Guarantee 
program (HG) from an eligible U.S. investor. This will be complemented 
by $220,000 in HG fee funding for technic.?! input. The HG loan will 
be for 30 years with a 10 year grace period on principal repayments. 
Interest rates are not known, but estimated to be between 9~-11% from 
the lender, with an additional ~% HG fee. There will be a one-time 
AID front-end fee of $250,000 payable with the drawdowns. 

*TableX, Financial Plan, summarizes the following discussion on source 
and application of funds. 
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TABLE X 

Financial Plan 
(Thousands of U.S. Dollars) 

FY 80 FY 81 FY 82 FY 83* Totals 

Project Costs: 

Activities: 
Technical 115 85 25 15 240 

TA 95 65 10 10 180 
Training 20 20 15 5 60 

Investments 15 1 000 25 2 000 25 1 000 10 1 000 75 1 000 
Core hous ing 1,000 2,500 3,000 6,500 
Low-cost housing 8,000 12,000 11 ,500 3,000 34,500 
Medium housing 7,000 12,000 11 ,000 4,000 34,001) 

TOTALS 15,115 25 1 085 25,025 10!015 75,24!~ ----
Source of Funds: 

AID 4 1 610 71 580 9 z020 4 1 010 25 1 220 
HG loan 4,500 7,500 9,000 4,000 25,000 
HG fee income 110 80 20 10 220 

CABEI 10 1 505 l7 z505 16 1 005 6!OJ5 50 z020 
Investment Funds 10,500 17,500 16,000 6,000 50,000 
Operating expenses 5 5 5 5 20 

TOTALS 15,115 25,085 25,025 10,015 75 z240 

(Non-add: ) 
(HG Loan Agreements) (12,000) (13,000) 

* The investments shown for 1983 are only those which complete the 
use of project resources. The total for that year will be about $25 
million, of which about $15 million is for below medium income families. 

b) CABEI Resources 

CABEI will contribute $50 million of its own invest
ment resources, as well as $20,000 from operating expenses for partici
pant training. 
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CABEI will obtain its investment counterpart from the following 
sources, in approximat~ly the amounts indicated: 

Recuperations (Housing Fund) 
Earnings on investments (Housing Fund) 
Sales of Housing Investment Certificates 

in CA 
International loans and bond sales 

CABEI) 

$12,000,000 
5,000,000 

8,000,000 

25,000,000 
$50,000,000 

Recuperations: Annual recuperation of principal on CABEI housing 
investments has been growing rapidly to $3,000,000 now and a projected 
$5,000,000 in 1983-84. It is the policy of CABEI to reinvest these 
recuperations in housing. The amount of recuperated funds varies sub
stantially, depending on loans outstanding and their amortization 
schedules. Another important consideration is the future need by CABEI 
to repay the principal on its loans. As the grace peri0ds on major 
loans ~~~pire, these obligations will ~ecome suhstantial. :levertheless 
CABEl projects that in the seven ~ears 1979-80 through 1985-86, recuper
ations will be 330,000,000 while amortization of debt will be $11,000,000 
resulting in average recuperations of nearly $3,000,000 pei' year more 
than planned amortization. 

Earnings: In this same seven-year period, investment interest 
and commissions is projected to be $79,000,000, while financing costs 
tota', $68,000,000--a difference of $1,500,000 per year which will 
be Available to finance housing and to cover CABEI operating costs. 

dousing Investment Certificates: Another major source of 
capital for the Housing Fend is the Housing Investment Certificate 
program which CABEI initiated three years ago. CABEI has determined 
to limit the total outstanding value of these certificates to 
$25,000,000. I-ihile these certificates have 2Ci-yec:r ma;;urity dates, 
they are, in fact, sight-redeemable. Thus the:, are not a very dependable 
source of long-term capital. lfuile nearly $60,000,000 in certificates 
have been sold, only $21,000,000 worth are presently outstanding. 
It is planned to sell an additional $8 million in bonds Chousing 
investment certificates) over the next four year time frame. 

International Sorrowing and Bond Sa~es: Because nearly all 
CABEI housL:g investments were directly and indirectly in 20-year 
mortgages, it was desirable to have resources committed for long-terms 
also. Prepayment of mortgages is common in Central America, but 
because houses are not bought and sold as frequently as they are in 
the U.S., most mortgages go to full term or nearly full term. HG 
loans are the only financing available to CABEI for 20 years and more. 
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CA3EI's current portfolio of purchased or pledged mortgag~s 
varies in terms of maturity dates from 6 to 20 years with a significant 
proportion of them at 14 years. Interests rates paid to CABEI by the 
borrowing institutions vary from 6 to 10 5/8%. The HG loans made to 
date to CABEI have maturity dates between 16 to 24 years. The bond 
sales (housing certificates) sold in Central America, basically are 
sight redeemable. 

CABEI has recently demonstrated the ability to both borrow and 
sell bonds in the international market with maturity dates of between 
7 to 15 years. As CABEI moves into a probram of bond purchases from 
housing institutions with maturity dates of between 5 and 20 years 
it seems obvious that with the variety of variables as given above 
that CABEI's housing investments can significantly be increased US1~g 
non-HG funds obtained in international capital markets without causing 
an inordinate financial risk for CABEI. (This will be the subject of TA 
to be provided to CABEI.) Therefore, a major source of CABEI's resources 
for the housing program, $25 million, will be its general borrowing and 
selling of bonds in lhat market. 
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B. FINk'lC TAL A..'1ALYS IS 

1. Financial Statement Anallsis* 

A financial analysis of CABEI is unique in that no 
real basis for comp"':- ison ·.."ith "illdustry" standards exists. While the 
idea of regional de~~lopment institutions is not new, CABEI stands 
by itself thr,)ugh the simple fact that its equity participants include 
no major industrialized nations. 

Thel~ is no question that CABEl, over the last 15 years, has 
performed impressively in t<3:-ms of financial develllpment. Its net 
annual growth rate :-egistered 33.42% for the period. Based on its 
demonstrated credit worthiness the Bank has succeeded in penetrating 
the international capital markets ior a major ?ortion of its funds. 

a) Capi talizdt i,}~ 

The Housing Fund's c~pital adequ~cy ratio ** has, 
for the most part, remained between 5% and IS: (the desired rate). 
Because the Housing Fw.d received no initial capital contribution, 
the ratio for the early vears was low and remained so through 1967. 
As the Housing Fund's profitability increased, so did its net expansion. 
On the other hand, CABEI, as a ,-Ihole, bas shown a propensity to remain 
overcapitalized. By 1978, the overall capital a~equacy ratio for 
CABEI had fallen, yet still remained high at 26.67%. 

The Housing Fund's capital ad~quaLY performance has been 
impressive since the late sixties due primarily to three factors: 
(1) seed-capital concessional fundi':1g; (2) the differential in amorti
zat.ion periods between loans payable and l'Jans receivable; and (3) a 
higt degree of liquidity maintained by the fund and invested in high 
yield, si~ht-redeemable deposits with member country centra] banks. 

b) Assets 

Ourin- the period 1967-78, CABEI as a whole has 
maintained an average liquidity ratio (cash and other liquid assets 
to total aS3ets) of 14.8~C Over the 5-year period 1974-78, tilt:: r:!tio 
was 9.75%. Both of these ratios are considered reasonable. The 
Housing Fund, however, shows the ratios of 25.96% and the 25.84% for 
the same periods, respectively. Causes of and possible solutions to 
this high liquidity were discuss("d in the lnstitutio,lal Analysis. 

*Annex D has a comparative an21ysis of CABEI's financial sta~~ments 
for the past years. 

**The ratio of net worth divided by risk assets (portfolio) which 
defines the amount of default ~he Bank can absorb and still remain solvent. 
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From 1967 through 1978, the Housing Fllnd's average assets 
grew at an annual compounded rate of 22.65%; the Fund's long-term 
portfolio grew at about the same rate, tracking at 22.29% per year. 
During the same priod, CABEI registered an annual compounded growth 
rate on avera~e ~ssets of 24.40%. CABEI's overall portfolio grew at 
the faster rate of 27.62%. These rates are impressively high. 

~ost finance institutions attempt to develop loan portfolios 
that contir~ute to a majority of their asset structure, or between 
75% to 90~ of total assets. CABEI has succeeded in doing just that; 
from 1967 t~rough 1978, the ratio of averzge risk assets to total 
average assets has averaged 79.27~. Since 1970, the average has 
been .:33.42°~. 

The Housing Fund's situation has been different since 1967, 
the average ratio of risk assets to total assets has been 71.44%. In 
1973, 1974, and 1975 the ratios had increased to 79.34%, 87.97~ and 
86.21%, respectively. Then in 1976, 1977 and 1978, the ratios fell 
off drastically to 66.98%, 57.18% and 65.09~, respectively; during 
these same three years, the Housing Fund's total average assets 
increased by over 81%, yet its ?ortiolio only increased 76%. 

c) Results of Operations 

Rates of net return on investment above 1.5% per 
year are usually considered satisfactory by most financial institutions. 
CABEI did not consistently begin achieving this mark until 1968. 
Since then, this indicator has remained above 2%, averaging 2.84% 
for the 1969-1978 period. ~et return on investment is a guage used 
to measure net ?rofits against the risk portfolio of an institution. 
It reflects the institution's performance across the entire income 
and expense spectrum, ~hich includes all financial and administrative 
costs (including inflation). The Housing Fund's net return on invest
ments has been quite favorable over the 1967-78 period, averaging 
3.44% per year. In recent years this ratio has fallen off, due almost 
to the rising costs of the financial resources available to the Housing 
Fund. 

A financial institution will generally attempt to maintain the 
ratio of administrative expenses to gross income at less than 25%, 
trying never to allow it to rise to more than 33~;. The Housing Fund's 
ratio of administrative expense to gross income, during the 1967-78 
period, has never surpassed 33%, only slightly topped the 25% mark 
once, and has been on the decline since 1975. 

Deliquency rates can contribute to a decline in net returns 
on investments; however, the Housing Fund's problems in this area haVE 
been negligibl~ throughout the years. In 1978, delinquency was con
sidered low at only 1.9% of the portfolio balance. 
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Since 1970, CABEl's net return on equity has averaged 9.62~, and 
since 1975, 11.01~. This is a testament to CABEl's profitability 
as engineered by ::'ts IT1di1C.Q5tlii.::lit, ",vell with its present overly capitalized 
position. CABEl is generating sufficient profits to make the invest
ment worthwhile. The average ratio for the housing fund from 1975-78 
was 13.38% demonstrating an excellent leverage position. 

Housing Fund Cash Flow Analysis 

The cash flow presented in Annex D along with its 
corresponding assurnpt~ons for CABEl's Housing Fund over 30 years 
demonstrates in broad terms the loan's, as well as the Fund's, viability. 

CABEl escimates it c::m cover its costs with a l~~ spread over 
borrowing costs. This l~ spread is what they are planning on using 
in this project. The incentive to CABEl is that some of the resources 
they're lending out are :nternal or acquired at a low cost. Thus in 
reality they will generate a small profit from this project. CABEl 
plans to borrclw internat iunal il10nies 3S well as usin):; the.lr own 
resources i'l chis p roj ec t. 

The cash f 10\. cakes high ccs t monj es in to considera t ion and 
still the Fund remains solvent and intact after 30 years. In summary, 
the Fund from the strictly financial point of view is viable. 
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V. IMPLEME~TATION PT~ 

A. PROJECT RESPONSIBILITIES ------

RITIIDO/ROCAP will be responsible for managing the TA and 
the HG loan and for the review dnd approval of HG disbursements. 

Technical assistance will be arranged by RHUDO/ROCAP in coordin
ation with CABEl and wi.th assistance of the Office of Housing CDS/H). 

RHUDO/ROCAP will be responsible for monitoring CABEI's perform
ance regarding this project. The institutional requirements, procedureB, 
and reporting requirements rJr this propcsed loan are already familiar 
to CABEl from HG loan 003. 

CABEI will be responsible for the promotion, implementation and 
servicing or the HG loan with its borrowers. It will review aild 
approve projects, mortgage purchases, mortgage participation contracts, 
and purchase or mortgage backed securities ~ased either on the eligibility 
of the available mortgages or of those to be generated. In the ldtt~r 
case, CABEI will be responsible for determining that eligible mortgages 
are generated by the borrower within the specific time period. 
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B. CONTRACTING Oi.- HG LOA...~S AND DISBURSEMENT PROCEDURES 

The Hou3ing Guarantee funds will be disbursed over a period 
nt tour years. CABEI will seek and enter into loan contracts with 
eligible U.S. investors directly, with prior AID concurrence. It is 
expected that the total S75 million ~G loan will be negotiated in at 
least two separ2te contracts by CABEl. 

The drawdowns will be supported by evidence of completed invest
ments by CABEI in mortgages or ffiJrtgage-backed securities which have 
provided the initial 'ong term financing for new housing. Disburse
ment of HG loan funds will be such that they: 

a) kepresent not mo~e than one-third of CABEI's total 
investments in middle and low-income housing subsequent to July, 1979 
(the beginning of CABEI's 1979-80 fiscal year); 

b) ~rovide financing only for CABEI's investments in housing 
affordable by families with below medium incomes in a proportion not 
to exceed 2/3 of CABEI's total investment in such housing during the 
same period. 

RHUDO/ROCAP will determine the eligibility of the investments 
as part of the review of documentation presented by CABEI, prior to 
AID approval of the request for disbursement. 
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C. PROCUREME~T PROCEDURES 

Contracting for HG fee income funded technical a~slstance 
contractors will be handled by RHl~O/ROCAP and/or the Office of Housing 
(DS/H) • 
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D. CONDITIONS, COVE...~iUnS AIID :iEGOTIATING ST~:L1S 

The project will require the ·'xecution of four. separate 
docLUDents. CABEI and AID will subst:ribe to an Implementation Agree
ment set~in~ forth the implementation procedures, the conditions 
precedent to disbursements and special covenants. 

A Guaranty Agreement, signed by AID, will assure the U.S. 
investor against any 103s. The CABEI Guaranty, signed bv CABEI, will 
provide similar assurance to ALD. Finally, the Loan Agreement, to be 
signed by CAgEr anc the U.S. investor, will set forth the terms of 
the loan. 

The Imple~entation Agreement will be negotiated and ~igned 

first. A full set of docum2nts will be negotiated and signed for each 
loan tranche, al~owing such time as may be needed to ~ermit CABEI 
to seek the loans at the most propitious moment in the U.S. capital 
market, prior to the first disbursement. 

1. Conditions Precedent ~nd Covenants 

Prior to the first disbursement of HG funds, CABEI 
shall submit to Alil, in form and substance satisfactory to AID, evidence 
that it has: 

a) Contracted for and drawn down the .full $23 million 
third tranche of project 5~6-HG-003. 

b) Established a permanent Housing Coordination 
Comnlittee responsible fer furthering, coordinating and expediting all 
activities pertaining to CABEI's Housing Fund. This committee will 
be comprised of the designated housj.ng officers in each division of 
the Bank, as a~propriate. With tne exception of Legal Office, this 
personnel will devote their efforts on a priority basis to their 
housing responsibilities. 

The designated housing offi::er of ':he ProgralIllliing .:!'1d Prc:motion 
Division will be the permanent chairman of the Committee. 

c) Revised the Housing Operating Plan and Guidelines 
(Documento BCIE, DFV-2) in a manner which is consistent with che Bank's 
housing policy dnd the HG loan Implementation A?reement. 

d) Formulated an agreement and progranmed the purchase 
of mortgage-backed securities to be issued by a national housing 
finance institution in each of at least three Central American countries. 
The agreement will set forth the understanding regarding the terms of 
the bond transaction between CABEI anG each national institution. 
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e) Revised the Housing Fund financial accounting 
system to collect and produce pertinent information on a timely basis, 
especially regarding the uses of the HG loan and the CABEl matching 
funds. per the provisions af the LnpltiUt::!ltation Agreement. 

2. :Jegotiating Status 

RHUDO/ROCAP and CABEI senior staff have had many discussion 
meetings in the process of designing this project and draftirg this Project 
Paper. The C.\BEI Board of Direc tors is aware of this proposed proj ect. 
In adopting the CABEI housing policy statement in August 1979. the Board 
committed CABEI to policies l.Jhich are fully consistent with this project. 
Accordingly, there 3re no major issues to be negotiated at this time. 

Specific details of this project will be further defined in the 
process of preparing the Implementation Agreement. 
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E. EVALUATION PLAN 

1. AID Evaluation 

As part of its responsibilities RHUDO/ROCAP will conduct 
four regular annual evaluations, and a final evaluation following 
project completion. The ~nnual evaluations will be pro~rammed to 
precede the approval of loan disbursements to CABEI. 

CABEl's records and interviews with its executives will be 
the sources of most evaluation information. In addition, the annual 
evaluations will include interviews with a total of six participating 
institutions in at least three countries. One aspect of these 
institutional interviews vli].l be to J.etermine on a sample basis the 
progress made in financing housing affordable by the poor by e2ch of 
these institutions and countries. Sample mortgage portfolios financed 
wi th the proceeds of securities purchased by CABEl will be revievled 
for compliance with Implementation Agreement requirements. 

The final evaluation will be similar to the annual evaluations 
except that invescigations will be more intensive and more emphasis 
will be placed on actual "end-ot-project status". 

RHUDO/ROCAP has received assurance of cooperation in these 
evaluations from CABEI and several of the other participating institu
tions. The Implementation Agreement will, of course, specify this 
cooperation. 

Baseline data for the planned evaluations will be obtained 
largely from: (1) the case study evaluation of CABEI just completed 
and (2) the household income distribution/housing costs estimates to be 
made through technical assistance early in 1980. In addition, CABEl 
will continue to provide quarterly reports on all of its AID-assisted 
housing projects, including this new project. 

2. CABEl Evaluations 

CABEl will systematically audit and evaluate the manage
ment practices and financial solvency of its borrowing institutions. 

The fact that CABEl will invest more in mortgage-backed bonds 
and less directly in housing projects will require some changes in 
the criteria and procedures used in these audits and evaluations. 
The changes will be considered in the process of updating the Housing 
Operating Plan and Guidelines. 
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PROJECT PLANNING AND TRACKING NETWORK 
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THE HOLiSI~G GL';~R:\NjY P~~CGt{.\'.1 

STATUTORY CHt::CKLlST 

(COUNTR Y) 

A. General Criteria L.'ncer HG Statutory Authority. 

Se-:~ion 221 (a) 
~'ill the propcsed jJroject meet the following criceriJ: 

(!) is intenced to increase tr.e availabili ty of domestic 
financing ~v c:emonstrating to :OC3.] entreprene'Jrs 
.lnd insrjtl..!~jans that providing low-I.ost nOU!:If1g tS 

financially viable; 

(." ,-' IS ~:ltende~ ::J .:ssist in tn~rsha!lin~ rI"'5"'Jr(.:('~ :f)r ~;\ .. v

ccst housir.g; 

;1) su;::pcr:s.:l J:iot ;FOjr:::": {or l~)\\'-(:c:jt ';~'':';~(''' .. ~ :'i 

intenced ~J 1~J.\'e 2. :"71.=!.X'~i':"'IUJ." , ... iel~·,('r,.5z:·:l:j:.H' ·rr~·'.:'" t 
c,n ~UC.lj ii1s!::,J~;':;.;s ilnd r.1clC:hil ?(':;r i: .n'. 

(;,.\ 'IS inter.d~c ~o ,"..J"c .l :0:13 ~·J".;';'''\11 t,~ : C','f"'!,'G 

CJmest:c ccn'.itr',;C:lon CJr.Ji)!ii:lc,; anI" ~·'rl:'I;.llC 

:oc;::.! crea:! :ns':itutllJns to ("I<,k(" :lV,lil:.!.;'- ,1"111('\1 :1' 

capt tJ.l lr.d ,Hi1er man..J.genH'::"I.t aml tCLh~0k:!.I(_:J! 

resources req\.!ired !or low-cost shelter progrJrns ar.d 
po~icies? 

Section 222(.1) 
~'iU the issuance oi this guaranty cause the to till r .lc~ 
amount of guaranties issued and outst.Jnding at this time ,0 be ~n excess of $1,130,000 ,CeO? 

'N'ill the guaranty be ;s.$ued prior to September 30. 1')30':' 

Sec tlon 222 (b) 
':\'ill the proposed gU3.ranty ~~sult in JctivitiC'c; which 
emphasize: 

projects 
families 
services; 

provicir.:; 
en which 

impro ved home si te!' to [,\,)or 
to build shelter a~d r~!Jti'-:l 

1/3 

Answer YES/NO (. 
Items Requires Refe:-encf 
to Project Paoer Page~ 

Yes 

Yes • (16) 

NO .. 

Yes .. (15.19) 

No 

Yes 

No ._---- _._--
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(2) ~roiec-:s C'omor:se-: d ~.'(oancatle cC're ~het :.:''" :r-; ~s 
en servlceC 5. te'5; 

(J) slum iJpgr:lcins ~r.Jiec:s Cll!signed to r::"'r1'il"~·.r:' :nrl 
Lmprove e:cS!ing 51~,~i :e:-; -

(~) shelte:- ?r~Je'''::S :cr .OW-income peop!c de:SLg"ec ·:or 
demonstratiC(1 or :nst~ tution building; and 

(5) ~mmur,ity :.3.cllj tles ana services in 3;';OQOr: of 
pro! e-::s .3.ut,l~riz~ ... r.cer :his sec:ion :0 ,rTlp~:J'v'e ~hc 
she! ~e:" occ'..:p I e-:J;- :;,e :Joor? 

Section 222(c) 
tf the pro Jee: ,e~Ul.res :~E." '..:se or conserva tionJ t ~~er::;y, 
wa~ consiceraticn ;!'Ie!1 :0 the 'Jse .J! soiar '2!iergy :e-::"ino
!ogies, ·.I,Inere '.!onomic3l!y cr tec,;'mically !ea.sible·) 

Secti en 223(a) 
'N'ill :.'"1e ,~.i.D. 5' .. ~rant:r !ee be in an amount Juthor:z~d 

2/3 

Yes • (21) 

:10 • 

No • 

No • -------

NA • 

'Jy~l.D. in aCC:lfCanCe Wlt~ Its ce:egatet:i powers" Yes 
-~=------

Section 223(f) 
Is tne ma.:umum ra.:e oJi interes't allcwable to :~c eil~lble 

U.S. !nves':or as ~resC':bed by ~t'lc ,~dministr2.tcr i1~)t more 
tban cne ;:ercent (.%) above :he curren t ra re (If : ~~~rest 
:3.C~ILQ:Oie ~o hcuslI'1g ,i1or-:gages insured jy :;iC 1.;e;J,if";

;:'1e~t of Housing 311d Urban Development? 

S~~i:n 22J(~) 
1J,',1l ~he GUJ.r~nty Agre~me!it ~rovic~ ~hat no p.Jv·!"·~r1t 

:lay ::le maCe :.Jr,c~r :I'1y g'.:aran't;- issced :Jr :!fW :0S3 
It'isi~g our of :r~\.!d :r mlsr~?rcs~r~tJ:!cn fur · ... ~ .. r'l ,ilL" 
~ar-:y seeking payi.'ler.': :s re~~onsjbl~? 

Sec~ic~ 223(j) 

II) Is the host c~u"cr~ i.l cJuntr:: th.:lt IS ;Jr(~::i''':!I(!'; ~"'( C!'t. 

i~,g :::eve!cpm~!it assis-:.:..r,ceolnder (":,aptc~ [ ,): :Jr': I 

of the Ac cr one ::,a: :-,~s i"e':E:IYcci sue;' ':'5;IS:"r.r:e .:: 
~he ~rececing :'.1,10 ~/~~rs '7 

(2) ',vill tMe proposed ~ouslng GU~fancy ~ ... ' C'J,)rClil.J.:d 
' .... j";;, and cJmplementary to other dcvdc~r:l\~!1t 

a.s.si~tanc= in tMe host country" 

(J) 'Hi:l the ;lrcposd Hcusing Guaranty ccmcnsci"J:r the 
!e3Sibili-:y of ;;ar-:lcular :"'ir:cs of housing ar~ .;·t~e:" 
ins't.i~ution.al arrange!'!"lel"lts? 

Yes 

Yes 

Yes 

Yes • (1.3-1.5) 

Yes + (!-6- 2.!.~ ---

http:conslderat.cn
http:ac;i:.es
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(4) Is the proJ~ct deslg:o~d ~nd planned by ;\.I.(). 50 that 
.. it least 90 percent of .he (ilce v:llue o( rll', proposed 
guaranty "'Ill be for htJusing suitable [or farTIilJes 
bt:low the median income, or below the median urban 
income tor housing in mOon arc.lS, in tile host 
country? -

3/3 

Yes. (21-26) 

(5) Will the iss'U.:1nce ;)f this guaranty cause the f.:lce 
Ydlue of guarantie~ issued with respect to the host 
country to exceed $25 million in any fiscal YCJr? No 

(6) Will the issuance of this guaranty cause the average 
face value of all housing guaranties ,sslIcd in this 

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

fiscal year to exc~ed $15 million? No 
--~-------------

Section 238(C) 
Will tne gt.:ar2.nty 3gree'Tlent fx;)vlde that it I\JlI cover 
only lenders , .. ho 2re "eligible investors" within the 
mealling of this ~cctjw of the st.)tute at the t,~r1f' tl,e' 
glJ..1r.:tnty 'S lss .... e:j·) 

I. Does t:,c !:,)st C0u!ltry :lIl'e~ the gCIil'r,d II I(l'i \,1 lor 
courl(r, d,:,i~'lity !lr1dt~r :I~·' Forl?ign .\'i'll'Jr .. ln( (' .'.c:t 
as set iurth Jf] thc country cligibdit:,' dc'c,liSt 
?repared .It the bC'[~ir.ning (If c_leh YC..1r') 

2. [s there _::y reJ.sun to believe tllat circurllstanr.cs 
have ch.:lngcd in the host country so that it \Vo'J/d fl0W 

be ineligible under the country sta~u[ory checkli'i[? 

Yes ._-_.-'-----

Yes 



PAUIDlNTt 

BANCO CDITROAMERlCANO DE INTEGRAt:ION ECONOMICJI 

TEGUCIGALPA, D. C~ HONDURAS, C. IA. 

$~nor H:.my Ac.~crrr.::lI1 
Direc~or de ROCAP 
Guater.nlo l Guaterrxl!\l 

Estirrodo seiior Ackerrocn: 

24 de ag.Jsto de 1979 

OIRFCCION CIleLECRAFICA 
BANCAO:E 

Tengo el ogrado de dirigirPle a usted en relaci6n can el Progi"orro de 
Vj'liendo que el Banco viene real izando con 10 ayoda de fondos garontizcdos 
per 10 Agenda Intel'oodonol para el Desarrollo (A ID). 

E:;te Programa de Vivienda, que se ha descrrollado d~de hace rrOs de 
diez aMos y que he logrodo atender el problema hobitocionol de 10 regi6n en 
,nOs de 30.000 unidodes, proporcionondo tacho a una poblaci6n de aproxirrodo
mente 150.000 centroam(lllricanos, ho tenido siempre el apoyo valioso de AID, 
porticularmente mediante su Programa de Garontia para Vivfenda. 

Como he tenido :J bien rronifestarle en divers<n ocasiones, cOI",stituye 
pol nica del Banco continl.Or hacienda esfuerzos en el campo de 10 vivienda, a 
ttaves de TlIJJStro fondo, hcbieilClolo expresado as; en nuestro Plan Quinquenal, 
que el dio de hoy tengo el gusto de remitirle, COn I ineamientos generales que 
cuentan con la oproboci6n de nuestro Directorio. 

btos I irh..~;nientcx de pol ftica sellDlan los criterios de nuestro finan
c;omierlto t!n un futuro de corto ;,Iczo, indicando pc'rOmetr':'ls, montos estirnodvs 
d~ fioonciomiento, fond;)~ a ~er inve,tinos, tiros de vivicnda I) r::onstruirse, a~i 
como sectores de poblacicn a ser arendiL!os. 

iodo 10 anrericr ~s cor.;.:crw:::.'1te con lo~ politico:; '/ ~<~stioncs I!evocas 
c cabo entre funcicr)Orios de !o k~p~esentaci6n de 10 /-lID '/i ... :enda (~II Hondu
ras y funci0rrGdos d01 Banco que I.ur. ini(;iaJo ()egoc iocione! sobr; las condicio
nes de una nueva s.,rantia de /\ iD, en iC'!:paldo a nuestro Prograrno Quinquenul 
pc;rJ"O el Sector Vivj~nda. 



RANCO CENTROAMERICANO DE INrc.CRAcIOtl ECONOMICA 

Sr. Harry ... \ckernXln 
ROCAP 

... 
L 

Por !o antes expuesto, '11e perm ito solicitor, per su dig no medlo, 
9Ortlnti:J Ilcsta por USS 25.0 millolles dentro del Progrorl'XJ de G.arantra po
ra Vivienda de AID, con el objeto de reforzar nuestros necesidodes finan
cieros en el ccmpo de vivienda con recup.;os obtenido::; en bose 0 diche 'F
ront ra • 

En 10 confianzo de que nUPostro petici6n r 01 ;gool que en otras 
ocasloncs en el pa:;odo I redbir6 10 m6s cordial ocogida, hogo propicia 
10 oportunidad pore ogrcdecerle de ontemano su wlioso apoyo, renavan
dole 81 testimonio de mi rOO!; alto considareci6n y personal aprecfo. 

I ~ ~ ",------...... 

{; 
--, 

-,I (A \ ~ /./' f' / ' 
'II ~''''''' '_. '//, ~n /' .J . -...., ( .... l£... (. 'd'{·I.Ie ,,:.(, c!?, ~ ,--

Alberto 9a/c:."Ono M. ~ - ~ 

__ ---' Presidente 
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ANNEX c 
~ 3:224~Z JUL 79 
F"i'l ArJE:C..;SS'1' :;UA7:::-:ALA 2xhibit 3 
TO A~:::3HSSY TE:UCr(l.~L?A 
3T 
J~CLA5 SUA7~~ALA 4982 

ADACIIROCAP 

::.0. 12J65: ~l/~ 

6533 

SUBJ: CA S:::CO~J::lCjRY ~IORTGAG:: JEVE:LO?'1::rn ?!J 

rOLT::L JT:: ?2. 523.:;2: JUl 79 S=::NT ACTI:I': :UAT:::1P.U. ?i1!ORITY 
RE?EAT~J rO~ YOUR ACTrO~: 

QUOE 

UNCL~S 5T~7~ 194724 

:"!]AC-i='Oii il:JCAP 

.. ____ l E.O. 12JS5: NIP. 
:1~.a SUBJ: e.; SECONJARY :'lCRTG,;GE JEVEUP~::N7 PIO 

-_.--_. 
;-\.,; I 

!.\i,:' 

;;." 
I . -. --'-

CH?a:,/ 
'- _.-. --f-. 

C::::::==:-_'-:,"'r~~ 

A !!l \, 
."'~T"':W:\· 

tHuDe f! 
.---.--' .. ---_., 

lm'o !. i 

.~- ~.lE. -.R 
-~~~ 

P;"~ i)G ' .1 --c1u-Y-
----m:.')-r 
~'~5=!-Tr: 
iitij)-:rrr 
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ill'D-E, I 

=AG~ i-; 
:::-<G I 

REF" : SiAT::: 174929 

TnE CA sc:CO~::.;RY :".(;:1-:'GAG:: JE'JElJnrE::: PD, \-.'HI:H '.'AS 2ESU2-
UTE;) ::QR ?::'JE',;i, :-:.:.5 a:::::: APPRO'';::) 3':' T':-!:: ::l~::C. 1."1':' 

F"OL!.C'I!l:::; s?::cr:r: GUI'JA~!:'E: IS ?~OIJIJ:::; TO ASSIST 7H::: ~!!SSIO~; 
II~ ?R::?~.'~tNG THE ?ROJ::::C7 ?';?~:=!. 

1. CA3::r' S :-:JUSI :!G POLl CY. TlE::' I:J I ::'::I:,"',::::; i:-!AT CAS::! 
:,AS '1,;J:: :~ s::;:;rr-lC.;::7 co:::;: T:~:::::7 :-0 :~JUSL ::G AS ')::::: 0;" ITS 
S::::CTO~S "Jr I~J'JOLV::"::~;: .;:::J :-lAS ,~SSI3~~::J ?RI'J2I7,{ 7:) :"0': 
COST ;-:-:~S!r;GC;rr0R8A3L::: 3Y :-H::: ~~::IQ::'.3 ?('~~. :-i-(::: ?:::; ?RJ
VI::lES ::'}1]E:;C:: iJr :-:-:~S :o';~: 7."1E:;7 '.:: 7~ ;,:: ,.:,~!.~!.. ':'51 3 'J~ 

CASE:I'S rIVE Y:::"R It;VES7~:::::l7 ?20G~A,'1 102 1:;B-S3,~,:;J ST~,7::S 
i:-!Ai !l, E'JIS::~ C.;3:::1 HO!]SI:l::; POLICY S7AT:::~::'I-:- :8:J,::'12:',I:JG 
TH::S:: I ~~7:::~:7IJ :!S III I LL 3E .~ 'I';' r :"'ri3L:: 5:-:0;: TLY • ! 7 ! S :~ ~;SI J~~::J 
ESS~!;-;'Ia, ;,i!] A CO!:DlTION OF' i~:: I';i::!j~Iv:: ;;::;:':1:''-, :-:-{,c,T i:'HS 
POLICY 5TA7:::~~WT 3::: SU3MITT::O AS ~~ A~~::X 70 7~:: po, IT 
SHOUU li~JIC';T::: T:-E NATUrl:: .;:JD :::~:-:::::;T JF Ti-iE 31'\.'I:o('S c:J~';':I7-::::::T 
TO THI:. HOUSLrlG ~c.\,;jUI\, .I. ........ u ..... ".: .0 ___ "': :~ .• ___ .. ~. IN THE 
S::CG~!~M~Y ~PiG,~G=: '~~RKET PI CEIJTI'C~L~~~KLC~. 

2. EX?~~r::NC::S UNOE~ PREVIOUS ~I:; prQG?';~s. ?~ST A.I.), 
h'U ?ROGR';:1S ~';IJE :-;~,:J Ttl:: 03JECiIV: Jr :':S7:i'JT:O':ALEI'IG 
c,!.,a:::I·S i-{OUSI~;G ACTIVITIES ~~lJ ::'~~ATI~:3 ;., ~::::J~:Q~RY ~:?7'3.~GE 
~ARKET, THE?? SHOUl:J, TH~~~;aR~." D~SC~I~E 7H~ EX?E~!~~CE3 
TO DATE ~N~E~ PREVIOUS FR03R~~S AN] TH~ JI;~ICULTIES ~X?ER!~~CED 
I:J CRE~.TII!:; .; ~UC::::SSrUL SESO:!O';RY "'Oil::JAGE :l~R":::T I~: CA3::Ij 
THE ::~i'JRE OF" THE CURREn 1.13 ::'I?EU~:::; ",'le; · .... H'1' .;::0 PoJ',: IT IS 
:::XPECE::J THA7 THIS PROPOSEJ HG PRC:;R~~ vILL ~:::.;J TO I':'37!
TUTIO::ALIZI::;:; A S:::CJ~lDARY mRTGAG:: :;;,R!'::T C?::R.;i!O~1 ',:IiHn 

~~_L C.;3::1 • 
C/oP. !: 

~6!¥ 3. S:::J';DARY :'10?TGAG:: CP::R.;TlarjS, n:::?? S'-;OU .... D P;JIC;.TE rr~ 
--I'.? 7 JETAIL HO~J Tl-!::: SE:O~!:J;'RY ~D;::7G;::;:: ?~:)G:;,!:-. '.JILL r'JI;:7IQ:i, 
___ L DCLU:J!,lG ELIGI3ILITY eRI ;:::=!!A TO 3E ~:'J'LOY::::l 3Y C;3EI I~I :12 
_, __ J __ .PURCHAS:: OR A:QUISITIO~~ "p :':CRTG,;:;: S~:·';:=i:;'T:~S, ?EST21:-:-:a s 

XA~ I ON THE US::: Or ir-:E ?;\:;C:::':DS 3Y r~.~.TIOiin I:IS'TIT:JIJ~IS ,;:;;:: CO~: ROL 
I i AND E'J LU A no ~l ~E.;S[JR::S. T;-;£?? SHOUD ~,lS:J O:::3C:11 =~r:.;:: -----+,., LI:lK';G 5 3ET',J::::::N JO:~::STIC s:::u:::::;P.Y ":j~::';:::T3 I~ I'lDI'.'IDU';L ___ ,_l~ CA COU TritES A~!D THE ?i\OPOSE:~ R:::::3rO~IAL S:::G~l:J;;RY :'1A2K2i. 

http:OPORTGA.GE
http:CENT,.AL
http:UATEMV.LA


4. TARGET GROUP. THE PIO I~!;)ICAr::~ ABOUT 55P::,t'!C::NT OF' TH:: 
DOLS 75 1'1rLLrO~J ?ROGRA', r ~:':!"U~JI :;G AL!... OF THE p:10paSEJ HG 
RESOURCES, ',HLL BE AVAILAaLE TO F" ~;A~IC:: :-; usr ~:G ,iFF'OR::lA3LE 
3Y THE PJOR. 7HE?? SHOUD PRESENT FU~::lI~ ~LLOCATIO~S OF 
THE PR~G~A~'S RESOURCES FOR ::lIFFERENT TY? S J~ SH~LTER (E.G., 
CORE HOUSI~I:;, Law C:JS'i :10USr~IG, SITES ';:~::l SE:1'.'1::::::5, ::T:::.). 
IT SHOULJ ::l::::"..o~ISi~A7::: 7:-C:: ~:::!..~TIVE I~:C~~E LE'./EL:: OF T~E 
~A;1!LES 'uHICH CAN AF'FOR::l THE PROPOS::::J TYPICA!... HOUSUlG, 
ItlCLUOlilG THE ~IU..gER ;,::0 TY?E OF SOLUTI::n:s EX?ECE::l TO ?EAC;! 
BELOW THE 4~TH PERCE~TIL::. THE ALLOCATION SHOULD 3£ 3~5ED 
ON FURTH£~ ANALYSIS OF HOW FAR JCW~ TUE INCO~£ SCALE WE CA~ 
RE,;SONA3LY PUSH II;,iIONAL I~STIiuT!O:;S T:';?OU:::;H THE USE OF Po. 

SECONDARY "'!ARKET F,ACILlTY." I~COM::: DIST?'!3UTIO~: ::lATAArw 
TARGET GROUP PROFILES SHOULD 3£ I~CLU9::D FOR THE LIKELY 
9ENEFICIARIES I~ EACH COUNT~Y, AS WELL AS A DISCUSSIO~ OF THEIR 
ABILITY TO ArrORD THE T'!'?'S OF :"IOUSI~:G SOLUTlO~!S CONEi'!?LATEJ 
AND THE EX?ECED )E~A~:O F'IJ.~ HOUSI ~IG. 

5. A3S0R?T!VE CAPACITY. SINCE THE~E ~R~ 3ILAT::~AL HG PROGRAMS 
I~ ~OST OF TH::: CE~T~AL A~ERI~A~ CJU~T2IES, THE ?P SHOULD 
CLARIFY THE RELAiIOIlSl-{!P 3 Er",.;E::::l 7:-1:: 'JAilIOUS P~O:.JRA~S, 
PARTI CULA 

LY !~ TER~S OF THE iA2GET '3ROU? TO 3£ S::;:!I!'::J, AS 
WELL AS 9ISCUSS THE CAPAC!TY OF CA3::1 AN] THE ~A7I~NAL HOUSI~G 
INSTITUTIONS TO I:1?LE:1En j~E ?ROJE:CT '..'IT~-!r~J .A ?!::,o.SO~IAau: T!:1E 
FRAME. !~ PARTICULAR, THE ?? SHOULD ~~ALYZE LJCAL DELr~ERY 
MECHANIS~S AtJD "iEA'!S 70 ;..:1E:"IORAE C::::G?DI!'lAEG~l .:),:ID ~A:;~,2;:
"lENT ?P.03LE:."1S ::X?ERE~:C:::J 3Y CASE!. TH::: ,'1AG!lI :1.'): Jr- OTH::::: 
DONOR Arm COM:'HTTEJ OR ?UN~!::::J ,AD F'!~;;.nCED HOUSDG ?~DGRA'~S 
SHOUL;) 3:: DISCUSSED, .AND i:-iE CAPAC TES Or PA27ICI?!.,TI'1-3 
INSTITUTIONS TO EFF':::CTl'JELY UTILI: ADDITI::::it,L RESOURCES 
SHaUL] 3E A~IALYZEJ.' VANCE UNQUO c: 

9T 
#4982 

ORT! Z 



ANNEX C/EXHIBIT 4 

GU.\Rf'.t"'CJ'i\UTJ:O!1I?,.\TION 

Provided From: HOt'sin~~ Gunl'anty }\l1tllority 

For Cent!'[I] AI·~C',j(~D.n Bank [Ot' Economic Integration (CAf3E!) 

PlirSlirtnt to ti;o ~uthorit~' vosted in the Deputy I\c;::;:st::!lt :\.dmilii~~tl'~1tOr', blll'C':!.ll fc[' 
Latb :\/ilCI':e:\ and tl'1C Ct(t'icbC:ln l)y t;12 Fcr(?i~n ;~~':.,;L~tD:i~e Act of 1~~3L .1S 
arncnc~d (F:~.\ '. [WU ~i:c; cJ('le~·C\tion5 of ::luthOi'j Ly i5SlI'.::d n,crr>u;1c'?c, I l('/'''~~~' 
nlJt!~01'j7c t!;? i~;SI!'~'/lCc. (,C "'Ii(ll'::.nti·.~; :',ur::"lflt to 2(:cti;:il 2:'2 01 tl;2 r,\:\ of' "ot :0 
C""",,(', t"""llt"-lcl'\lO rnl' ,'11"",; (·,·"1,,,·.(· ('.::.).~ Ol"! !'nil\, :., '-,nn "l"'Olll'" "'~""r'il''')' "''''ll'ns t ."\.1.,..'..-....... ,. '- , • ~. ...., ..• \.... £\...(.... _ •• v. ".' 'J" _ J" .l.l \... '-' (,.. ". '-, .......... J .. •• _ l' _,_ •• _ .. 

IOSS(2S (of 11)'t t::> cXr'(cd O:IC 11l1:1rJrcd pCi'eCr!t :If)U''~) of ]O:Jn invest n:2:~t ;)i1~ 
iiltel'cst) ':,'itl, !'c:'['lcct tn b~lns b~1 c:li';i:)l~ U.S. in','c:;lo,'::: (Inve.:;tor) nccert(::)L~ to 
Id. D. m~~',:~ ta iin:.;.nc<c [,clJ:~in:; [)!'oj.<, LS in C';nt)'.'ll .\I:1t'I·ic:l. 'J i!is gU .. 'li·e:.ntv '.-.:ill 
Dssist (:'\".;:1 in CSUli)L':;':n": <1 IlHJl:; SCCOI1C i :lI'Y iTIOi't':;J~C [Jl'o:;rom CQi):..i)lC' 01 

Sllp~)ortL1~; j:c!lsin~!: :ill,;flCC ir,stitutin::s ~1!J(1 ho!!sir.~· p,'ohct::; iil CCiltr::ll [\.n!eriu!. 

This [;Ufll'[1nty s;1011 bc SUt;jcct to the follo·.'!ir::; terms QW conditions: 

1. The In:Jt1s sh<llI r?xtencl rot· [l DC:l'iod of lip to thirty 
ye2i'S l:3U) 1['0:', 11:~; C' lc of <i.···"r·~:(;rj:crlt ;'ilcl ITL'V in~Jw'e G ~~;;aC'c ~l'f'i(;J 

of II~ to ten ye"":; 0:1 t·'_~D.~::·I'~:"l\t Oi' :l/.if':;p;::I. '1'1'c :;I.!~~l'nnty (If ti~(; lc_~I;S 
sk:ll l?::t<.·ncl 1'(1" [t "'~':';0CJ !;c":T'lnill',,- ,:;ill, t112 first C:~'~)UI'Ser'lcnt of t::c 
loans and Sili.lll ccnti[ll~2 luHil sl:eh timc ,',.') tl~e lm'ec:tol' I~~s heen pnid in 
full Plll'SUH!lt to li~2 "2r'11S of tl~8 1o':-,n5. 

2. Intcre~t 1'>1 tr:: Thc I'n tc of interest nn~.':ti:lc to the In\'E'stol' [)ursuant to 
thc~",:;~til not C':-:cr>c·J ~!':c .,,!Io'.':[ll,]r~ r;:t·:! of int2rcst p,'c::C'I'ih2d 
ptll'3tl~1ilt to SC'('Li,~,l]~:::~(n c-r' th::! 1'.', \ ::r~cj s~~',1! ~:c eQ!I~j:::t('nt \':itll J';' t-::~ of 
interest [;,encr'dii:: e\·J.ib~;L' I"L' silj':Lr tYll('S of l-J,l:,S m:J<1e in ti'!C: 1011'':;
term U.S. c[t[)lLil i1li,:·I-;Cts. 

3. Fcc: n·,~ Icc of the Lnitr'cI St;: tcs ::~!lll lie PI;Ylli11o in Golhrs 1111d stl:'dl ~'c 

ollc-i:dll pCI'eo'!t (1/:"".) ~!Ci' :'JlIllJ:'l :)1 til:- Ollt:;t:JI1('liw~ r':llar'~/1ticrJ amount 
of the lc::l.ns rll;r;; :1 :i:\cd "I':,(;!~Jlt ('l~IT'l] to one [,)('r('I'111 0":,) of tI:(~ [!i'IIlJunt 
of the 10,lns "util":'j'ice' 0:' ',11\' P:1[ t thc['eot, to be plliel as A.l.D. ll~n~' 
d(;t~I·Ir.il1c lI[)cn lii';hll/~·.C';I1CJ1~ Ul th:: l()<tns·. 
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4. Ottlf'r .T,,!:rn~_~::i C<~:~~~<..:n~: Til.: r;U2f,:lnty :;h~dl be subject 1,0 stich other 
tefl/I!, ul,',! rendl 'll.':iJ d:; .\.I.D. ~ll_:y c:ccln n~ccs~:lr)'. 

Prier k tl:c first r:i','j'.lrs,':I,:·nl of ;-IG f'-ln(~s, C:\l'[l shed! s'-'::JIl1it to /-\.1.D., 
in i')(ln J:~~ ~',:;::-;·.::i',(,.: :,disIJctOI)' to :\.I.D., c';jGt'nc~ tl1:it it h.3s: 

I 

'1) Contr,'.r:t'-c: :,",' ;:~d'k~~\'n C:~w.'n ,t,.;: full .)23 II:iJicn third tranche of 
pi ()j~_::=t ~'~ij-l i~;-IJ:)3. 

b) [<,tJ('Jhk;:;.::: [,_.: i::C".r,('nt r :')IJ::,in~ C("~rc!:n::"'l!On Corr)mittce respcn
si;;k lUI' ;~!L L: ":"1'~. (:oor:~:I1:.:;ii"~ "lid (':\i)2r:;i'!r.~ ul. L\ct;'I'ities p':r
tdin~j·<:. t,~ Cr\l ~_:r:') ; :ousin~~ !7UflCI. 

c) Rc,,;sd :1:2 "iOIL.jn,,; Ope,,] til1:~ P1.::n 2nu Guidelines (l)0cumcnto 
BCI[, DF\'-21 'I'. ~i ill,JfI:~r:r \':11;::, is c:or:si';kr,t i':i~11 tl12 PL!Ili-;':,; housifl~ 

~)olicy 2nd l:1-:: I:C; Jo~~n lmpJc-lilr_'!11u '.ion :\:rCCIl1E:nt. 

d) rOI'n;f;!z-.kd '::'1 ,~"r::,,::'11C',' end ~r07r::'I;:i1lccj tr:'2 ;;urchasc of 
rnoit;;,:l::c.-:);~lC:~:(_'c1 sc:.':"rl! ':'s to :)-'~ 15su·.~d i;~: J. n:it~O:lo.l fl::'USlli.~ finJ.nC0 
instit'ltJ,,~n in c::,:'~h rf J.t ,'.:::':01 (!~L;C C;nl~::.:j ,','-;lc"iG',:-, countries. The 
iJ[~rel'ln\:,-,! '.!,'d! :i:;'L ~C,'l;' t',~, 1,,,,i'-'r~L':II:;;":~ rc:.',::rcjn~ t!!C l~r:n<; of th'2 
bC':1c! ~,:':'i'5':;'Ct"l; ;,'~'.:,(:crL ,':;.'\,_'l':! anci c~-ich i'3.UCil2.1 lr,'-:lilutio:l. 

e) l~cvisc~! the He','si,," fUl(l f!n::tJ1ci~! "CC0'-2:1lj,i,'2, ~ystcrn to collect c:nd 
prorlu:~(' p~'rtlrlc:'t inior~,"lti0:1 on .} tir::cl\' ix:sis. especi.:.lly r<C;~;Jrciin:~ 
the USl;S cd y","; i-;C 10.:;n cln,j l~,C: \--:,~\:":r 'I,::tc",in;; f"nds, j)~r the 
p rov is ic.;y.; of t f:,: liill' krnc n 1,1 t i \':'1 ;\ grcc! rl en t. 

The drJ\'.'(;O\\ n" '.':ill be s~;::':;0rtecl b\' evidence of co;nplctcd investments 
by Cr\:~;::'1 in IT1'.irL')J'-"·~~ ex fiI0rt;~2(~C-;J:!c::,xj sC'curitie:. which hav:::! 
provided the initi~d Ie"', terrn fin:,ncirlg for fl2W i',ousing. Disuursr;ncnt of 
He lO~iI lUi1~:; \'. ill ih~ su~:~ '..k\i. they: 

a) Rcpj'(~:,'r't /l,:>t :::('),c ~:lZ'dl o:'lo-',;'i;-,:; o~ r,.:. i:'[['s lot.)1 investn!cl',ts in 
l11ic,~lJ(' ~:1d jc" -,~,-i':';C ~·.C'.L~i 1\' ~U;;S·':("J_'!lt to July, J979 (the 
br;gilll1ir,o of Cr\:~'Lh J)7~'<J ;;~c,l ),2:.r\ 

b) Proviuc' lir,::fK:r:', C-:1!Y fer C:::',~~i'~ jl,,\··:·,·t:,~,:~~ts in 110'.::;;f;;~ (:ifc'I·.:l~lL'I~ 
by i~lilliJi'_'s \,;;t:: iklco 1" I"cd;'.:;!, jl1l=(~:",::. in" rrc[ xtil~:-' n,')t !() C'):cc:C'c! 
2/3 of Ct".L:,[;'~; ;l't:..J liWC'Si.llIC'ilt ~I'I ~LJ(,:i 1,0U,;ili

l
; C:lJring !lle Si1f1lC' 

pr.:riod. 

http:di'-rsom.nl
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c) The projc:: t \':ill be ~LJ:Jjcct ~o such other terms und conditions as 
A.I.D. molY dt:(:II' neccss,J.ry. 
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DEPARTMENT OF STATE: 

AG~NCY FOR INTERNATIONAl.. DEVELOPMENT tAC/DR-I~-79-41 

ASSISTANT 
AOMINISTRATOR 

Location 

WA.HINGTOH. O. C. 1052:1 

Central America Regional 

Project Title :. CA Secondar/ Mortgage Development, 596-0087 

Funding BIG - $25 million 

Life of Project: Continuing 

Recornmend.3.t':"on: 

The D~velopment Assistance Executive Committee of ~~p ~ureau for 
Latin Americ.3. and t...'1e car:"bbean has reviewed be Initial =:nvironmental 
Examination :or ~'1is project and concurs in the recommendation of ~'1e 

Office of ::rousing for a ~legati 'le Dete.rmination as subjecc: 9rojeC'1: 
invol ves a con t:::-i.!:J uti on to a regional organiza tion · .... hic~ is not for 
the purpose of ca.r::ying ou'C a speci=.ically identifiable proj ect (see 
Section 216.2.:'). 

AA/LAC Decision: 

Pursuant to t.'1e aut.'1ori 7:/ vested in ~~e Assistant Administrator for 
Latin America and t...'1e Caribbean under Title :2, ?3.rt 216. 4a, Environ
mental Procedures, and based ~pon t...'1e above recommendaticn, ! hereby 
determine t.~at t.'1e 9ropcsed ?roject is not an 3ction for ~hi~'1 an 
Environmental I:cpac1: Statement or an E.."lvironmental Assessment will 
be required. 

Clearances: 

~ 
., ~ 

. ii' Ii 
I.' II,' I ".,I I, /' ( ,. I '" t _~ .-.. '. ..t..., .' .... .. 

Assistant Administrator for 
Latin America and t..'1e Caribbean 

J 'Date 

IAC/DR:Envirorur.ental Advi~t:: ROtto 
DAEC Chairman :l1Brown ___ Y ..... +\ ______ _ 

\ 



A.NNEX C/Exhibit 5 

DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 1Q523 

ENVIRONMENTAL THRESHOLD DECISION 
Central American Bank for Economic 111tegration (CASEl) 

The project of AID support for the Central American Bank for 
Economic Integration (CABEI) is a housing guaranty loan of 
US 525 million, as described in the attached pro. CABEr is 
a multi-national housing finance bank whose members are public 
institutions of the Central American countries. 

A NEGATIVE DETERj~Ii'IATION is recommended, thus requi ri ng no 
further environmental assessment, based upon the August 1976 
"Guidelines for the Preparation of lEEs" and the following 
findings: 

1) 

2) 

In serving its member countries, CABEl is a regional 
credit institution, not a project financing agency. 

The HG loan activities of CABEr are not desiqnated for 
specific projects, nor even specific countries. 

3) The primary intent of the loan is to help capitalize 
CABEl, increasing its ability to purchase mortgages 
on the secondary mortgage market. 

2/2 

Off; ce of Hous i ng-::I:d:"'::=:J...e!~oa ..... jL..,;-'d~~~C~V"-~y-~-<.n-.,r' ---
Assistant Director 

for Operations 

Date ~ 1 \r--1 S->----__ 

Attachment: a/s 



No. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 
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Exhibi ts 

Content 

Housing ?olicy 

HG-003/lIl - Status of obligations 

HG-004 - ~ash flow 

Housing ?und-Surnmary of Investments 

Comparative Statement of Condition 
(Housil1g Fund) 

Comparative State~ent of Condition 
(CABEl) 

'Ihirty year Housing Fund cash flow 



The housing 
problem in 
Central 
America and 
CABEI's 
contribution 

The necessity 
to double the 
efforts 

A.'1NEX D , PART 1. 

GENERAL POLICY FRA..'1EWO"'.l' 
CABEI's HOUSING FINANCING PROGRAM 

A. Central .~erica has one of the highest annual 
ratet ·.n population growth in all of Latin America, a 
phenomenon which is reflected in the expanding housing 
needs of both the urban and rural areas. This constant 
and accelerated growth, as well as natural and political 
phenomena which have affected Central America in recent 
years have increased the housing deficit of the region 
alarmingly. At present it is estimated to surpass 1.5 
million housing units. Should it continue to increase 
at the present rate, it will have reached close to 3.0 
million housing units by the year 2000. 

For several years CABEI has supported Central 
American efforts to alleviate the area's housing problem. 
It has participated in the financing of more than 30,000 
units, thus providing housing for a population of more 
than 1.50,000 Central Americans. At the same time, it 
has fulfilled a great need by acting as a "stabilizing 
entity" in stimulating the creation of the new s.:vings 
and loans institutions through which the greatest part 
of personal savings have been mobilized. Likewise, CABEI 
established and initiated the operation of a Secondary 
Mortgage Market, at regional level. This mechanism has 
helped to solve the acute liquidity problems faced by the 
participating institutions caused by the relatively slow 
recuperation rate of long term loans. 

CABEI's contribution until now has been of great 
importance and significance, especially if we take into 
account that this contribution has constituted a comple
ment to the effort that both public and private institu
tions of the area should make to help solve the existing 
housing problem. 

B. Despite the joint efforts and tremendous invest
ments made by the Bank, the central governments, inter
national agencies, and all other organizations which promote 
housing development projects, these efforts are not equal 
to the actual magnitude of the problem, which has been 
growing in a dramatic way, especially among the low-income 
sectors whose capacity for acquiring housing on their own 
is practically nil. 

The housing problem in Central America represents a 
tremendous challenge to which a rapid and effective 
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solution should be found, not only because adequate 
housing creates the social climate needed to achieve 
the orderly development of society, but because this 
sector has broad repercussions over the economic develop
ment process of the region. 

Adequate housing, in other words, housing which 
combines favorable conditions of security, livability, 
durability, and hygiene, not only directly contributes 
to the betterment of the population's health and living 
standards but is essential to human dignity and ful
fillment, providing the physical environment within 
which the essential economic and cultural resources 
of the individual are externalized, enriched and inte
grated, all of which contribute to increased economic 
developmen t. 

Based on the above considerations, the Bank con
siders that housing is one of the sectors which should 
receive its attention and support. 

With this purpose in mind, CABEl will continue to 
provide financial and technical assistance to the 
housing sector in Central America throught its Regional 
Housing Finance Program. 

C. Low-income population groups in Central America 
are the most affected by the housing problem. A great 
percentage of these groups obtain their housing through 
what is known as "informal sector" by establishing 
illegal settlements and slums without formal planning. 
In the majority of the cases these settlements lack the 
basic urban services. ~or this reason, CABEI will orient 
its housing program to providing financial and technical 
assistance for the development and construction of housing 
intended for low and medium-income family groups, making 
its best effort to approve no less than 50% of the financing 
granted throught that program for housing for low-income 
families. The other 50% will be aVdilable for financing 
medium-income family housing, for which the maximum 
acceptable sale price by the Bank will be $CA.15,000. 

In order to define family income parameters, low
income families will be defined as those whose income is 
below that of the 50th income percentile group. Medium
income families will be those falling between the median 
and that which will allow the purchase of a dwelling at 
the maximum price allowed by the Bank of $CA.15,000. 



CABEI's 
housing 
program 

The sales price of those dwellings which can be 
financed by the Bank will be determined in accordance 
with the purchasirrg capability of the purchaser, whose 
monthly pa~ent cannot be less than 15% nor more than 
30% of the income of the head-of-household or of the 
family group as a whole (Ref. BCIE-DFV-2/6.3.6). 

The Bank will make further concerted efforts so 
that of the 50% of its funds targeted for low-income 
housing, at least 20% is targeted on those family 
groups whose income is below that of the 40tll percentile 
group. 

D. The Secondary Mortgage Market System established 
by the CABEI on a regional level, as well as the sale 
of housing investment certificates (CIV-BCIE) has proven 
to be an important mechanism for mobilizing resources 
and for providing a constant flow of financing to the 
participating institutions. For such reason CABEI will 
dedicate its e~forts to strengthening that system. 

In the same manner, efforts to acquire funds throught 
AID's Housing Guaranty Program, as well as through other 
outside financing sources, will be increased. New 
schemes and mechanisms useful in the acquisitiion of 
funds for the program will also be adopted. 

The Secondary :lortgage Market System at regional 
level will continue to be the principal housing finance 
mechanism within the Bank's Housing Program. CABEI will 
provide the bulk of the financing to participating 
institutions throught the purchase of mortgages and/or 
mortgage participations; of securities backed by mortgages, 
including mortgage-backed bonds, and of ~ortgage partici
pation contracts in accordance with existing national 
legislation. 

Considering: 

a. the magnitude of the housing deficit 
accumulated to date in Central America and to 
redouble efforts in order to provide an adequate 
solution to the problem; 

b. The necessity of strengthening the economic 
development process of the region, which ca3 be 
assisted by stimulating construction of new housing 
units; and 



c. the fact that the Bank has a strong inter
national financial standing that allows it to provide 
ample support to the housing sector. 

CABEr will pruvide financing, through its Housing Program 
at a level of approximately $CA.25.0 million annually 
over the next five years. 

The resources to finance this program will be 
obtained from various funding sources such as recupera
tions and profits from previous investments; through 
the emission and sale of securities backed by the Bank's 
mortgage portfolio (Investment Certificates, Housing 
Bonds~ etc.); through the Secondary Mortgage ~brket 
operations in Central cUnerica and in International 
market~, and through international agencies such as 
AID, BlAPE, IDB, etc. 

To provide greater dynamism and agility to its 
Housing Financing Program, the Bank will concentrate 
its efforts on three basic activities: 

1. Foment: 

a. The development of housing projects that 
qualify within the Bank's established specifica
tions and regulations; and 

b. Operations regarding the purchase and 
resale of mortgages and/or mortgage-backed 
instruments, providing permanent supervision 
and auditing for these operations. The responsi
bility of complying with the specifications and 
regulations of the Bank's Housing Program, as well 
as the supervision of the actual construction of 
the housing units, will be delegated, as far as 
the Bank's interests allow, to participating 
institutions. 

2. Assist and/or collaborate with the various Central 
American governments in obtaining the best possible 
utilization of the financial resources available to address 
the housing problem. 

3. Participate actively in local and international 
conferences on housing and human settlements, as well as 
in public and private meetings and conferences related 
to the development of housing programs. 
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E. To achieve this objective of a dynamic, flexible 
and adaptable housing program, the Bank will provide a 
highly qualified and experienced staff, with technical, 
financial and programming experience to coordinate and 
to provide the needed assistance to the housing program. 

During the curr~nt year the Bank will make a study 
to determine the convenience of making such changes in 
the organization and coordination of the staff in charge 
of housing activities as are necessary r.o provide for 
the current and future needs of ~he program. 

The op~rational procedures of CABEl's Housing 
Finance Program specified in Document DFV-2 will 
also be revised this year to adapt them to the increased 
efforts in the housing sector by the Bank. 



LINEN~!GITOS Gr:NE;~AL~S DE POLITrc,~ 

PROGRM1A DE rr~'il·.:~CP'jl1TC:tHO JE '/!'I!E:WA DEL scrE 

A.- La pob1acion de Centroam~rica es una de las que registran mayor tasa de (Ie 

rl Proble~a c:rniento anual en t:da 1atinoamerica, fenomeno qUE: viene acrecentando con 
ii"bitac1onal de tanter.lente las nece:,dades de '11vienda, tanto en las areas urbanas C:jn-:o e 
::'.A. j la Con- las rurales. El aceleraco j constante :recimiento de la poblacion, as; como 
tribuci6n della incidencia ~ue han tenido fenomenos naturales j politicos como los ~ue h 
8C1[. venido azotando a CAntroam§rica 'en los Cltimos a~os, han incrementado ~larm 

G.
Necesidad de 
Redoblar Es
fuerzos. 

temente el def~cit habi:dcional de la region, el cual en la act'Jalidad 5e e 
tima que sobre~asa de 1.S miilones de unidades rabitacionales j que de cont 
nuar increment2.ncose el ,i':InG actual, ~ara 21 a~o 2,000 11egara a unos 3.0 
millones de unijades habitacionales. 

Desde hace muchos aRos el GCIE ha estado brindando su apoyo a los esfuerzos 
que se hacen' en Centrcamerica para atender el problema habitacional de la 
region, habiendo participado en 21 financiamiento de mas de 30,000 unidades 
para darles tecno a una pob1aci6n de mas de lS0,COO centroamericanos, habiel 
do cIJmp1ido por ot,a parte una gran laber cemo "Organismo :st.:tbi1izador" c.;Oi 
medio del cua1 S2 ha 2s:imulado la creacion de nuevas instituciones de anccl" 
y nrest~mo a trav~s de las cuales se movilizan gran parte de los anorr~s de' 
publico. En iguil1 forma el SCI:: ha establecido j puesto en '/igencia las OpE 
raciones de un :.Iercado Secundario de Hipot2cas ~ nivel regional, por :nedio 
del cual se ha contribuido a sobentur:l ag:.;do D;')b1ema de i:iquidez ~'Je Si 

le presenta a las instituc~ones participantes en razon de las 1entas rec'Jpe
raciones que tienen los creditos a largo Dlazo. 

La contribuci6n hecha pOl~ e1 ,SCrE hastil e1 mOlllento es de gran imperJ~ancia .:i 
significacion, ::specia1mente si se to:na en cuenta el hecho de qL..e dicl1a COil· 

tribuci6n es una complementac;6n del esf:.;erzo que las instituciones publicae 
y pri'ladas del ~r2a deben realizar para a1iviar el agudo rroolema habi:acio
nal que existe. 

Pese a la labor realizada y a la gran inversion que en forma conjunta se ha 
hecho por el Banco, por los Gobiernos de Centroa~erica, pOI' l:~ Agencias !n
ternacionales y en fin POl' todos los ol-ja.nismos que prcmueven el desd)'l-oll0 
de la vivienda, estos esfuerzos no cOl'responden a 1a verdadera magnituc eel 
problema, el c:.;al na venido creciendo en forma dramatica, especialmen(2 en 
los sectores poblacionales de bajos ingl-esos CUjil capacidad para la adquisi
ci6n de '1i'lienda per su propia c:.;enta es practicamente nula. 

E1 problema de 1a vivienda en Centroarnerica p1antea un reto Lreillendo al que 
es precise encontrar1e una respuesta r.1pida y efectiva, no solo por cu.::nto 
una vivienda adecuada crea e1 clima social que se necesita p~ra 10grar el 
desarl~ol10 ordenJdo de la sociedad, sino tambien DOl-que estc sectol- tiel1c 
amplius repercusiones en el proceso del desarrollo economico de la. re91cn. 

Una vivienda <Idccuada, 0 sea aque11a ql,;e revne las condic~oncs favorJbles 
de segllridad, habitabi1id.:ld, duraciun c higienc, no solo contribuyf' dir~cta
mente a l11ejorur los ni'lcles de vida j de salud de la poblJciJn, sino quc es 
eSGnciul pura 111 dignidad y la plena rCll1izllcion IWlIlana, proporcionanoc el 
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medio ~ien1e fisico dentro del cual se exterioriza, se enriqucce y se in
tegran los recursos humanos esenciales, eco.nomicos y culturales del individuo, 
todo 10 cua1 contribuye a incrementar e1 d~sarrollo econ6mico en general. 

Con base en las ':ollsideraciones antes expuestas, el Callco considera que e1 
sector de la vivienda es uno de lo~ que deber~n r~cibir toda su atenci6n y 
apoyo. 

Con este prop6sito, el SCIE continuar~ brindando su aSistencia financiera y 
tccnica para el sector habitacional de Centroamerica a traves de su Programa 
Regional de Financiamiento de Vivienda. 

Por Jtra ~arte, tomando en cuenta que los grupos ~oblacionales de bajos in
gresos en CentroCimerica son los mas afectados con el problema habitacional 
de la regi6n, ya que un gran porcentaje de estos grupos obtiene!l su vivienda 
a tra'les de 10 que se conoce como "Sector Infor:;]al", estableciendo COil ella 
asentamient05 ilegales Y c:Jbachas sin ningun ccrtrol y en la maY0rl" de los 
casas sin ninguno de los servicias urbanos basicos, el I3CIE orientara Sll pro
grama habitacional a darfinanciamiento y asistencia-tecnica pan, el desan'o-
110 y la construcci6n de '1i'liendas destinadas a los grupos familiares je haj2s 
y medi;::nos ingresos, haciendo sus mejores esfuerzos pan que pOl' 10 'lIenos el 
50% de 1 as aprobaciones de fi nanei ami ento .Jtorgad~s a tra'.,es de di cho proqrJlIlo 
sean usadas para financiar viviendas destinadas 2. los gr'Jp'os fall;il ial'es de Dil

ios ingresos, pudicndo destinal'<",= el otro 50~~ al f;nanciamiento de '/iviendClS 
para los grupos familiares de medianos ingr~sos, en cuyo caso el nrec~o de v?n 
ta maxi',:'j que sera aceptable para el Banco sera de SeA.1S.000 pur unidJG habi~ 
taci ona 1 . 

Para efecto de definir los parametros de ingreso familiar, se considel'cll"~n 
"ingresos bajos", aquellos que se encuentr2n dent:'o del 50 pet'centil de le1 es· 
cala salarial, mientras que los "ingresos Illedias" seran los que se lIcir,eJl!n el'," 
tre dicho percentil J' el percentil que les i'crmitc; lu adquisicion j(~ UI\d '11-
vienda del precio mJximo de $.15.000 aprobadn por ~l Banco. 

El ;Jrecio de vent,l de las viviendas que iJucdctll ser fil1C1ncii'ldas per- 021 [l.;:r.co 
sed e t e 1'111 ina r a cI e a cue r d 0 a 1 u cap a c i d ~ ( d (l P a gad c los ad j U die a ~ ii rio s, c u y CI 

cuota mensu~l para la compra de su caSel no podrii srr menor' del 15'~ ni 1'lC!yOr 
del 3(n del ingl'eso del jefe de la famil ill 6 del gl'U;JO fornil iar (R2f. GCll
DFV-2/6.3.6) 

En iguul formi, el Banco har5 sus mayores esfuerzos pora Clue de: SO', ut: los 
recursos des~~:l~dos J lil ':ivienda de beljo costo, lin 20~'1, se otarguc J lcs orll
pos famil iares cOlliprendidos en el 40 pCt'centi 1. 

El cstc1blecililiento pot' parte del GeIE do. un Sistel11a de ~1erc,ldu Sec'IIld,l1 io de 
Hipotccus CI nivel regiollill y la vento de certificacios de ~llvcl's;61~ ~)di'd \"i
vi e!lela (C rV-GC r [) !lan dt~:llOS trilclo se r lin mr:cani Sl1l0 illli'.G"tall to ,'0 Cc.;'I',"C.'\: i ell 
de reCUt"SOS que podriJ pennitil'le al Bunco [11'OP01'cicl I1i<r un,l corri:.:nll ::('1';::::-

nE'ntc ,le foncjos i1 1(15 rnstitucioncs rLl\'t,icip,lllles. POl' t'JLc1 1"i1Zj", (,1 [:("11: 
hard S~IS mcjorcs esfucrzO$ pul'u prOCllrilr cl 10rLl1L'cirliiCllto dL' dicliO :,iS~('III'l. 

En igual 10rlllLl sc incrClllcntur(1n los CSlllCrzOS [1(lri1 lil C,l['tJcioll cit' )'('(l,,".(l' ,1 
traves del rrourulllil de Gill"ullt.1ilS de 10 ,'In, usi Cll l!1() (ic otr.ls lucntr.~ ('~:I("·".·s 
de fin,lllciLililicntn; y se PI'OClll',lt'R SC,lll 1lc!C\pt.:tdos 11IIt'VOS e~,:]\lClllil(', y IIIC'C.llli:-,,::(,r, 
de cilp1'ilci:3n de rCClJrsos lJ<1rli el rroDrilllhl. 



3 

El Sistema de Mercado Secunda rio de Hipote~as a nive1 regional seguir~ sien~~ 
el principc11 mecanismo de financiamiento de viviendas dentro del PrOSr'dllla 
Habitacional eel Banco, por 10 que el 8C!E concentrar; sus esfuerzos f.:n conc:
der financiamiento a las Instituciones Pc1rticipantes par medio de la compra :e 
hipotecas y/o de participaciones hipotecarias; de valores res~aldados par h~:o-
tecas: C§dulas hipotecarias, bonos hipotecarios, e~c., y/o de la compra de 
contratos de participaci6n hipotecc1ria donde las leyes del respectivQ pafs a51 
10 permitan. 

Tomando en CUEnta: 

a) La magnitud a que ha llegado en 1a actJalidad el deficit de vivieGda en :en
troam~rica y la necesidad de redoblar esfuerzos para darlc una adecuada 50-
luci6~ a este problema; 

b) La necesidad de vigorizar el proceso de desarrollo econonllCO de la 'regi:-" 
10 cual puede lograrse satisfactoriamente esLimulando la construcci6n c: 
nuevas viviendas; y 

.c) El hecho de que e1 Sanco esta en una posici.on finc1l1ciera inte1"nc1ci():~a1 :-i
vilegiada que le permite brindar amplic1 ayudc1 ill sector de la Vi,/iC!!1CJ. 

El scrE mantendra una asisteneia financiera a trci'les de su Prc;griF):a ~:~i;i:ar.::
nal por un monto de aproximad;::mente $CA.2S.0 mil10nes anuales dLlrani~ ~os :;::
ximos S aRos. 

El fillanciamiento de este progl'alna se lagl'ar~ a traves de difc:re:ltes fd·2r.'.::;~ :~ 
recursos tales como rec:.Iperaciol1es Y 'Jtilidades obt:p.niJas de fina.r;c;i.:;·~i~n:.c;:: 

_anteriol'es, la emision y- venta de villores respc1lcJGo:; :011 la Cill'~C:'ra ;ii;;J~:e::.
ria del Gc:nco (Certificados de Inversion, Bonos de \Iivienda, eLC.), a lr'(l\:f3~c.\ 
operaciones del :.l,ercado Secundario de HifJotecas tanto on Celltl'o<1l1lc:'i·.:a COi~~C: -:~1 
el mercado inter~Clcionc11, Y las negGciaciones de prC!st~r::os COil ins~i t.;cior...:: 
internacionales como AID, SlAPE, SID, etc. 

Can el proposito de dinamflal" y agilizar el Pl'ogralilcl GO riI1Clllci(ri1ii(~!)~,~ de \.< 
vie n d ,J del 8 C IE, e 1 Banco con c en t r a I' a sus e s f u e r;: 0 S en 3 act i'i i d G d c s :' ~ 5 j C c: : .: 

1. Fomentar: a) El desarrollo de proycctos habitaciollales quC' cilliri\I~;t.'r~ C;:"
tro de lc1s nornlas y especificac~ol1es ~stJhlf.:cid"s Pl': 01 ""
eo; y 

b) Lc1s operaciolles do cO::lpra y vent(l de hifJotcCJS j/~ (!., vrl1(,·:5. 
respalda.dos cnn IlipotC'('as, slJIninistrtll1do lIn,l ;JCl'i1:~!!::"";!r: Sl..:'l'
vision y auditajc de CStclS opC'ruciolles. EI1 l'Stc1 L,I":!I ~.e :~
legan a las !llstituciollOS PMtici~c1lltes elcgilJlc:;.i' (,Iliri:.'
dus, hclsta do'lcio SE'tl posib'I(' y COllvE'llir.ntr p,11'(1 lce; ;ri:,'r'C~,'S 
del 13<111CO, Iii vCl'ifiCtlcilin del ClJIlll,lilJlicnLo pOl' !"II';,' de. 1:~ 
ejeclltores d~ los IlI"oycctos do las norli:,;s y eSI'('Ci'l'"lCicll":~ 
del pro'.Jrcllllll, y lc1 sup(Crvisioll de lJ COlls~rucc:i(ll1 ..It.' IdS \"0 

viencJas. 
2. Asistir y/o, co'laborilr COil los CobicTIlOS i;,lCitlll(lL~s ric (cIlLl'Cldll.,'" t d / 1,"'\ 

quc sr. la~jrc la mojo)' lIti 1 i;:,lCiL11l fjosiblr. ric los r('C'JT':;OS fill'lll( [t'rl" l:"~
tillildos i1 1a i1tcllcion de' los rrlllllc-:1I.1S lI,jhiL1CiCln,11C's. 

3. "Illlltcllcr unJ cst.rccil,l Y iict iVJ f111rt icipdCioll ell C:t)llfl'r"11Ci,\~ In( .ii,·. i' ::

tcr\1ilcioni110.S :.ot1l·0. \'ivi('ll.j,j )' dSC:1L,1II1ir.;llos Iltll:l'JI~OS, ('ISi" COIl!tJ 1.,··I,i,'''. ''I 

rClJiliollc~, y c0Ilft"'rt'IlCi.1S [111111 ie;ls Y Iwiv,)ddS ),(·l,ICiOllddtl':. r.OI) cl tll .... ITT:: 10 
nc Pr(l~rcllll,lS Hilt,; ["cion,ll cs. 

http:eretes,.to
http:posici.6n
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Para lograr la rea1izaci6n de un Programa de Vivien~J din5mico, 59il y flexi
ble, el Banco mantendr~ un equi~o hun!ano altamentc calificado y de suficicnte 
expericncia t§cnica, financiera y de programaci6n que en forma coordinada pue
da proporcionar la debida as tencia a los Progr~mas Habitacionales. Cn rela
cion con 10 anter:or, dunnte el presente ano, el 8(:nco llevara a :.,ho un estu
dio pard determindr la conveniencia de introducir ciertos cambios a la organi
zacion y coordinaci6n del equipo humane encal'\jildo de las ac'.:i'/idaacs ~Q vivic~n
da con e1 pr8pcsi~o Je q~e su funcionamiento s~a adecuadq a las neccsidades ac
tuales y futJras del ?rograma. 

En relaci6n c:n ~cs pracedimientos de opcraclon para el Programa de Financia
miento de '.'i'liend'l del ReTE que actua1m,=nte se enC'Jentrar. detallados::::n cl 00-
cumento DFV-2, estos tambi~n ser~n re'lisados durante el presente a~o oarl ade
cuarlos a los l1as amp1~os esfuer:os que e1 Sanco S2 propone realizar en e1 Cdn1-
po de la vivienda. 

http:anizat-.va
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Tl\TUS OF OI3LIGATIONS 

ASIGNACION DE LOS RECUR30S PROVFNIENTES DE LA GARANTIA 
AIO- S9ti-JJlj-OOj 

(Al 26 J~ febrel'u ~0 1979) 
-Cifras en US~-

'-lfccilibo i-s a do 

ANNEX lJ 
Lxhibi t; 2 

Ptmo pOl' AID Pendiente 
~N~0~. ___________ P_r~e~st3tar~i~0 __________________ ~A~sl~·gLn~a~d~o _________ T~r~a~lIi~o~l.~y~I~I ______ ~T~ra~rn~o~I~I~I.~ ________ ~O~e~st~·m~b~o~l~so~ ________ ___ 

3-038 
3-044 
3-045 
5-043 
3-047 
:::-048 
3-049 
5-050 

3-048 
5-053 
3-01J9 
1-051' 
5-050 
3-056 
3-055 
5-057 

Vivienda .lledia ReJ1ular 

La "ivienda ,S.A. 
La VivienJa de Sula, S.A. 
Banco Hipotecario 
Banco Credito Agricola de Cartado 
FEHCOVIL 
Banco de ~os Trabajador~s 
La Vivienda S.A. 
Banco Credito Agricola de Cartago 

Sub-total Vivienda Media 

Vivienda de Bajo Costo 

Ban'co de los TraL. 'dores 
INVU 
La ViviendJ S.A. 
EANVI 
Banco Credlto Agricola de Cartago 
Instituto Nacional de La Vivienda 
FEHCOVIL 
Bdnco Cred; Agricola de Cartago 

Sub-total Vivitnda Baja 

Total $CA 

2.700.000.00 
IS0.000.00 
247.849.00 

9.500.000.00 
975.876.00 
600.000.00 
825.000.00 

10.500.000.00 

25.493.725.00 

32.775.00 
15.000.000.00 

275.00U.00 
5.000.000.00 
4.500.000.00 

400.000.00 
830.000.00 

5.000.000.00 

31.037.775.00 

56.536.500.00 

1.700.000.00 
150.000.00 
247.8~9.00 

9.500.000.00 
537.435.00 
391.155.00 
_";1L 480 .15 

3.215.080.85 

16.100.000.00 

22.950.00 
1.281.473.88 

2.461. 986.30 
3.133.589.82 

6.900.000.00 

23.000.000,00 

1.000.000.00 

'+Ju.441.00 
2G8.845.00 
439.012.35 

7.284.!l19.'5 

9.371.217.5Cl 

9.825.00 
3.465.480.49 

2.538.013.70 
1.366.410.18 

7.379.729.37 

16.750.946.87 

27.507.50 

27.507.50 

10.253.045.63 
275.000.00 

400.000.00 
830.000.00 

5.000.000.00 

16.7!;8.045.63 

16,785.553.13 

NOTA: Se encuentra en tramite de aprobacion un ~r{,stamo a FECESITLIH por US$3.0 millones para financiar Vivienda 
Bajo Cos to. 

http:16,785.553.13
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http:23.000.000.00
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http:1.281.473.88
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http:32.775.00
http:27.507.50
http:9.371.217.50
http:16.100.000.00
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http:3.215.080.85
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http:825.000.00
http:208.845.00
http:391.155.00
http:600.000.00
http:537.435.O0
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http:9.500.000.00
http:9.500.000.00
http:247.849.00
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http:150.000.00
http:150.oo0.o0
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COl~AFNrIVL :""Tl,'l'LllLNT OF CONDITION (I1ousinj l'ulId) 

A S <" 
'-' E T S 

cash 
TelllpOl'al'Y I Il';e st. (i ncllllkL 
jn ] 978 ~;(,l\ 2,O',() thous<.1"ds) 
reel: j veil,] e!l 11'''"' oLher hu,(b) 

l\C(:(lllll ts dlnl tJ0re~ Rvcejv<.1lJhs 
I.u.III's 

Illt:(>I'e~; L, CUIiIIiI. oLlier' 
rec. 

COII,pel,sd Lvl'Y 1uuns 

OTIIER l\~;S[TS 

\'ixed A~~)t:!Ls "'id other 

Sliort tel'''' f, .. :,k ]Oal,S 
],Oall:-:' !'dVcl}Jl t: 

1jon<l:, l'uva],] e 

acct. 

dsse ts 

'j I,ve 5 til"> I, l Cc: I't if i Cd t,:S 
CUHlPP'jl~_'d t'Uf'/ LUdJltJ 

Uther'd':':t'. L·"P. ,mu dCCt. 

{JdYdLle 

}!e~r'rVL: faT' ... xcli. 1',lt"" 
j'] IIC"Lllioll~ 

NI'1' V/()RTH 

J~ese ('IJL!S 

Ne t Illcome 

Totul Ilet IoJor·th 

b/IU,11l'1: ~IIUT 

JUlle 50, .tIJI5 dnd .1974 - J'JII -197U 

1 'rlU 

lL] 

J 9 928 
---~-

20,OU9 

~9,251 

] ,098 
35,0(,8 

<)5,417 

7 -----
115,513 

51,61G 
2,30() 

19,87 4 
35,0(;U 

1, ° 35 __ 

109,093 

lOY, yy, 

4, ('13 
88S 

5,~7B 

ll~, 513 

1 <.177 

44~ 

34,772 

35,217 

47,78~ 

9Ul 
29, ~J2 

78,2'l'iJ 

41 

115, ';3(; 

57,329 
'2,300 

18,4SI1 
29,~12 

--~~~ 
10B,LUS 

] 8~ ------
lUlj,/ljU 

__ 4_,?.~ 
113,53[. 

197(, 

:?44 

~!!71!._ 

24,122 

33,U4~ 

4(,7 
:n <)'.,0 --'--_., 

~8,2'/U 

,~29 

82,'1'11 

35,9.1 () 
2,3UO 

15, 27~ 
23,9:,U 

an7 
7B, 3;'- I 

J40 

IU,4t7 

3, I'll! 
4(04 

4, :>',4 

87, 121 

1975 

84.7 

_~?2.b 

4,707.3 

~L., 9')~. 3 

278,2 
~g~.J.'._ 

4~,1'JO. ~ 

f,B.9 ------ --
47,9(;'J.~ 

24,1\31.1 
:<, S(IO. 0 
1,OUO.0 

Jr,,007. 'J 

309. " 

44,0',4. " 

17'J, U ,,-------
44,13;:.4 

3, 3( 7. 7 
Ill'!. 11 

__ ~~~!.:..2._ 
117, 'JC ol. ~ 

ANlJLX n 
CxhiLit ~ 

~ 

177.5 

_?.L!.L7 • 5 

2,405.0 

2:!,712.G 

529. II 
__ 1~U2".~ 

3G, 20. CI 

2.8 
___ ...£0i... 

38,787.8 

183,5 
21,901.1 

13, J25. (, 

123. :L -------
3:',232.' 

J:n. (. --------
3:', 3fJ. 3 

:', 'b4.1 
1111. ,: 

38, '/8 7 .9 



COMPA9.7PlE :=TA':'El' .... NT OF CONDITION 

ASSETS 

Cash 
Telllp'Jrar'.' I:1'd:?strr.(?I1\$(::J' &. 3) 

Acc~u~~s a~~ ~8(eS receivd~les 
LJar,$ ,:'.:Jt2~ : ':-, id, 4 S. .:) 
Int. ::In!T .. '. ;t~er 3CC":S. 

rt;)c. ,.:"':'Jte :. ~ 

C'Jmpen~ar'Jr~ ~Jans (n. 2f ~ 7) 

~ixed 3ssets J ~r~er assets 
I' r.8 ··(?S 2e 1 

Jt:'I~r .;SS(~:-::; 

&. 3) 

LJ3;.S F'l','ai'lfO (:··~t:e 9) 
S~'Jrt"" -:'..:lr'i1 ::'3:-1: .:\r~'.'a~"i.C'2S 

E)":r1S r3,JC~':: ::J::e :,,~: 

I!'""l'JEs-: le:-:t ~e:~:i~i:::a::~s n. 11. J 
:'epo"':,-: ,=t:?='::~:-=a:eS(:18te 12) 
C'J!~lrel-.'::~~::l', :J0i~.s r. 7~ -) 
Gt:",,,:-; ;.'=cr~_.e': ..: it'?~',St?:; 3.r.d 
aCCC)L)ilt~:..: ~a ,;-:!~-1.e 

~:ese:(,/ ... : :-:)r ~xc:---.anr:'2 ~:a::e 

f 1,~c'":'x1 "::~: S ':"Jte ::=) 
T~tal Lia: iIi ties 

2api"':31 rn'J~e ~31 

Authnrize~ 60,000 
5utsc:-:'Led 3i'd ::8t paid (5,000) 

6/30/73 

562 
48,110 
48,'078 

523,349 

1",543 
35,C1~3 

S75,350 

6,619 

631,257 

379,057 

45,345 
19,874 

4,400 
35, rJ68 
',216 

490.geO 

.191,5;'1 

Paid in~a~ital 55,000 

Special =o:~cr:iz'ltio;,s ::-,'Jte 1.1) 
Approve~ 30,000 
Receivable (10,000) 
?-e cei \.led 

conations: 
4,754 

(2,016) 

Surpl'Js from 
JI.ppr'Jved 
Recei:ab1'2 
Received (n.lS) 

Reser';es 

Het Income 

Total Net :,.Iorth 

TOTAL LIABILITIES MiD NET 'iJORTH 

20,000 

2,738 
47,910 

13,988 

139,636 

631,257 

..L::::.......:. L - .J... 

6/30/"7 

1',452 
53,385 
S4,837 

432, ., 95 

17, no 
--1..t 512 

479,577 

7,215 

5. 415,629 

335,086 

35, 970 
18,454 

29, 512 
6,536 

<125,10)3 

631 

.126,289 

55,oqo 

10,000 

38,65 4 

11,686 

ll5,340 

541,529 

6/30/73 

1',/30/76 

692 
26,982 
2",574 

348,3'03 

1 S, 976 
23,958 

388,30;' 

4,348 

4,2Q3.32.1 

257,033 

25,dS4 
15,272 

23, 053 
3,401 c 

52, SOO 

30,595 

9,609 

92.704 

420,32 4 

454,030 
33. 331,l!C5 
33, 19S, d3S 

2"~, 355,2'7 

1J,394, "''''3 
1~.OOc,~~3 

1,cc2,3S2 

1,1 11 9,l·P 
1..119.';32 

34 2,7Q() 

22""',30t!,ic.:.. 
333, '003 

lS,20-:',':':C 
1,000,000 

=·~,JO-',S83 
2,094, ·::5 

2.1532~'~: 

47,500,000 

2,202,645 
21,143,OS7 

7.522,024 

3'2,780,001 

ANNEX D 
Exhibit 6 

E /30 I' 4 

€5S,1-G 
29, 4:~. ,._ 
29, 0 ~C, • : .; 

223,<148,'" 

7,3~1,32-: 

13,~;:. __ 
1,1,.:..... , .... _ 

1, J3::, e~= 
1 "::) , . 

188,41"",3"'~ 

',':;:0, ?3: 

l3,1~24, s::: 
1, :: -: 2., _ "] 

J.,03~.(,·._ 

2l2,d?i,?!,7 

41,OOJ,0::·: 

2,H5,E3 
IS, ~ll, 9':? 

http:is,207,.60
http:Ln.est.en


CASH DERIVED fROM: 

Beylnnlng Cd~h Balance 
Principal Collections 

Yr. I 
FY 80 

6/30/80 

10] 
],116 

Int~r~~t (ull. Portfolio 6,095 
Int"r"S[ Cull. Inv~st. 1.078 
EKterndl Burrow.: AID UG 

(AbE I - tlUU~ IIIC t UNO 
(ASU f[llIr pI\OJE(nliN5-TOi~ _ 01.11.1) 

FY lllDIIIG JUliE ]0 

Yr. 2 
FY 81 

6/30/81 

66 
].282 

Yr. ] 
FY 82 

6/30/82 

Yr. It 
fY B3 

6/30/8j 

59 so 
3.550 ~,14~ 

• r. ~ 

fY B4 
6/30/!j~ 

7,36] 9.~90 11.792 1,,715 
60S 605 605 623 

15,000 IU.OuO 

'r. L 
n 85 
6/30/~ 

2,34~ 

5.518 

15.21l0 
671 

., . 10 
fY B9 

6/3U/8~ 

,0 
6.1.176 

17.~£'1I 
~£'8 

E K t "r "a I Bo rr ow.: 0 the r -'~<=;:----;21<-iB7""','''''03'';'B6T-~ ----3.,.8
7

.:.. •. );...,72]::-;9
3
<-_;:"32 0

6
.,-•• '-'0

5
'""1.1
9
""°,--0 7 ,000 _-']~07'""".";'07r06~;:"" 

Tutal C",h Source, 10.392 .... 3b,252 .. 

(ASIt USED FOil: 

Ol'"rat in!l (us£s 
Intt:r~'t C ... >ts: Other 
Int"r,,>[ C",t5: AID ItG 
Pdllc. Rep"y",,,nt s: Other 
Prine. R"p"yments: AID HG 
Purcildse of Mortg<lges 
Tran,fer IO~ Profit to 

Socidl fund 
AID front Aid F~e 

Tutdl Cash Uses 

781 
5,lt80 

1,010 

10.000 

105 

17.376 

CASU SURPLUS (DEFICIT) (6.98~) 
Add Sale Short-Term Invest. 7.050 
Le~s Purchase Short-Term 

I live, tll",n t, 

CASIt BALANCE END OF YEAR 

B~glnnln!l Shorl-Term 
Invest'"~nts 

Plus Acquisitions 
Less l\ed~II'1' t ions 

66 

15.500 

7.050 

9~0 
6.232 

1.]75 

23,137 

91 

31.77S 

0,391) 
l,ltso 

59 

8.~50 

3 ,450 

I. I ~I 
8.126 

1.551 

26.051 

80 
250 

37,199 

nit 

181, 

50 

6.725 

1.],0 
B.t.09 
1.5/5 
1,6]9 

2]. ]20 

117 

I • ~j4 
10.336 

1.575 
1.735 

20.330 

95 

3f) ,580--f5--;bilS 

II 
]9 

50 

6,725 
184 

647 
1.698 

2.345 

6.91.19 

II 

I .L~2 
10.]53 
2.625 
1.8]8 

1".119 

1.671 
12.6&9 
2.6l5 
1.7/6 

5.156 

127 95 

30.71~1I.012 

50 

50 

6.B98 

1,698 

50 

5,200 

Ir. lit 
FY 93 

6/30/9j 

50 
5.927 

17.0~U 
1,68 

I. LJO 
12,317 
2.t.19 
1.727 
2~0 

~,B07 

9, 

50 

5,200 

I,. I ~ 
FY 9~ 

!d.30/9~ 

50 
5.IlB2 

16.911 
~68 

1.61B 
12.256 
2,593 
I. 716 

l6S 
~. 722 

91 

23,261 

50 

5.200 

If. 16 
fY 95 

6/30/95 

50 
5,Il36 

16.777 
~t.8 

1.605 
12.IB5 
2.560 
1,706 

4S~ 
~.~81 

90 

2j ,081 

50 

5.200 

Yr.20 
fY 99 

6/30/99 

50 
5,608 

16.131 
~68 

I. 5~2 
11.850 
2.330 
1.659 

6B3 
~,055 

BB 

50 

50 

5.200 

ANNEX II 
EXH 1111 

.,.25 
fY o~ 

6/30/~ 

50 
5.26~ 

15.IH 
~68 

I.~~B 

11."t.1 
1.873 
1.605 
, • I ~, 
3,255 

82 

20.865 

50 

50 

5.200 

Yr.lO 
flO, 

6/tO/0? 

50 
".807 

13.820 
,.68 

1.322 
1',102 

1,112 
1.55" 
1.902 
2,028 

75 

19.095 

50 

50 

5,200 

-~--.--

EnJlng Bdlance ~8==.4=5=0~~~~=,=0=0~0~~_6~.~7~~5~=-_6~,~~0=9~.~~~=,=~=~~~~.=5~,=x==20~0=_~~,~):_~,!=0=~~~~5~.=3=~=0=-~~5~,=22-_0~~=_5~.~2=0=0~~~t~:c=-~~~cj~._2_00~ ___ 5~,~2_0_0 

Average IIdlance 

Beginning Portfolio 
Plu. Mortgdge Purchases 
less Prlnclp. Coli. 
Ending Portfolio 

Average Portfolio 

11,975 

62,26~ 
10.000 
3.116 

65,706 

6.725 

69,148 
23,137 
3.282 

6,725 6.B17 6.90~ 

89,003 

89.00] 
26,051 
],550 

!..!.! .501i 

79.076 100,25~ 

III. SO~ 
23.320 
~, I ~~ 

130, bBO 

130,6110 
20. }30 
~.80~ 

P'6.20b 
==.- === 

121,09~ 1]8.~~3 

5,201.1 5.200 5.200 5.200 

1~6.206 151.il::/2 I~B.170 1~7,OSO 1~5.B90 
1~.119 5.156 ~.807 ~.722 ~,~BI 
5,518 6,076 5,927 

I 5ljJJli-7--15o:97~ 7,050 
-c - m- c--

5,B82 5,836 
iL·-'i'5~. 8!r.9"'0'-_'In:Jt-TJt-'-.! 5] 5 

150.507 151.~]2 1~7,610 1~6,~70 1~5,211 

5.200 

1~0.191 
4.055 
5.608 

08,6]8 

1]9,"'5 

5. 200 

I] 1.593 
3. 255 
5,264 

1Z2±58Jt _ 

5.200 

120,17" 
2,07.8 
",807 

\\1 .395 

130.589 118.185 



CABE! - Ibusing Fund 

30 Year ca~!1 FlCM Projections 

ASSL."1PTIQ!S 

1) 1st. five years based on cash flCM prepared by CABEl. 

2) Years 6-30 elaborated wi~~ ~~ following assumptions: 

a) Cash on hand requirarents $50, 000. 

b) Principal recuperations on rrortgages 4% of previous year's 

ending portfolio balance. 

c) Interest collections on mortgages 11-1/2% of previous year's 

ending portfolio balance. 

d) Interest collections on invest:rrents 9% of previous year's 

ending investrrent balance. 

e) Opera ting expenses 1.1% of previous year's ending p::lrtfolio 

balance. 

f) Arrount invested in IIDrtgages. All cash available over $50,000 

at end of year invested on the first day of the follCMing year. 

g) Interest expense other is 10% of share of ending p::lrtfolio 

balance not generated Jy HG monies. 

h) Principal repayrrents is 1.4% of share of ending p::lrtfolio 

balance not generated by HG IIDnies. 

i) No bad debt expense calculated. 
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ANNEX E 

A. AID's Shelter assistance to Central America 

AID has been providing assitance in housing to Central America 
for about fiftee!l years. uuring ,:::'at period it !"tas authorized 
$206.6 million :or such assitance (See Table 1\. ~unds disbursed 
and invested in housing ':0 date amount to $132.7 million. TIle 
balance, S73.9 million corresponds to ongoing programs and ~s 
expected to be disbursed over the :1ext fi'Je Jears. 

Some 60,000 families, or abOt:.\: 300,000 persons, '.vill have ob 
tained ei tr.er new or impro'Jed shelter in Centtal ;:\merica once the 
full amount is inves ted. .:\.ddi tional f arnilies 'Nill continue to 
benefit from the housing finance mechanisms and instit'J.tions and 
from the lower-cost ho~ing progr&ns developed with support and 
encouragement frcm .:l.ID. 

1. 3ilateral efforts 

The earlier bilateral efforts by AID provided $48 mil:ion in 
long-term financi:1g for some 8,000 conventional low-cost units for 
low and middle-income families. The emDhasis of thE~e initial ef 
forts, however, was placed on the development of a basic housing
finance capability in the various Cen~al .~erican countries. An 
additional $15 million in concessional loans were provided as seed 
capital for the savings and loans systems in Cos\:a ~ca, E1 Salva 
dor, Honduras and :Iicaragua. The success of this f;£fort is demons 
trated by the followir.g table* '.vhich shows the status of the four
S & L systems as of D~cernber 31, 1978: 

~{umbe!' ~umber Net Number Value of 
Assoc. Savers Savings Loans Loans 

(Millions) (millions) 

24 465,327 $360.9 40,397 $339.8 

Over the last three or four years the emphasis in AID's hous 
ing assistance in Central America has been shifting toward the 
promotion and support of shelter programs affordable by the poor 
majority in the region, and in support of informal shelter sector 
efforts as well. The larges t bilateral effort of this sort to 
date is the $16 million earthquake reconstruction grant/loan for 
Nicaragua, already f...llly disbursed. Aggregate numbers for all 
similar, authorized assistance, including the $16 million r, 
Nicaragua, are: 

* (See Table 6 for greater details.) 
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Type Shelter Target Group Amount AID No. Units/ 
Solution ( lowest percentile) Assistance Solutions 

(reached by solution) ($OOO's) 

core housing 35 $18,270 12,.325 
sites and services 25 6,220 3,875 
:-'ome improvement loans 15 8,270 6,425 
upgrading 5 5 2500 18 2000 

:'0:'.'\[. N/A $.38,260 19,276 

(":~ The tot3.1 is less t.1-tan the sum of the solutions for individual 
programs because home improvement loans and the upgrading in some 
cas es will reach -cl1e same £' amilies participating in the other pro
grams . 

'tJi:-h cl1e exception of :-he ~revious S16 million eart:hquake 
reconst:"Jc1::'on effort in :Iicaragua, most: of the programs reflect
ed in the table are recent. Tl1ey are being iQplemented at this 
time. They are i:nportant because they represent .UD's corrunitment 
to work wi~h ~:d -chrough national housing institutions, such as 
INVU in Costa Rica and DNA i:1 Honduras, in the production of 
minimum cost shelter. The ?rograms, in Honduras and Cost:3. llica, 
also represent a corrunitment to support the informal shelter sec
tor. 

AID ~il~:eral assist3.nce, as projected in the CDSS and riBS 
for the five 2entral American countries, :'s expected to retain 
this emphasis on assitance :0 pllb:,~c sector i:1stitutions in 
support of minimlun cos t shelter dnd of informal shelter activity. 
The assistance as shown in Table 3, will also emphasize a shift 
to secondary cities and lrger rural set~lements. 

(*) 
(*. ) 

(*) 



TABLE 1 
AID HOUSrnG ASSISTANCE PROGRAM IN CENTRAL AMERICA 

His i:orical/ current loan summary 

cC!'C' itSc. rl S.l'olaJOI" ~ ~ 

1.1 SSt 'Hd oopHd 1.,.". 
(lIh.orl0 oil 

(SOOO'I) l,JOO 
(Unite) • '00 

1.2 ,-"on.l .ecan::l.rj' lIorcq.aq. (J:CO',) ~/l 

a&I'tL .. (CAlIa) (lI11<one&.11 ::UU"'1 (8,571) 

1.l lacJ1on.l IICOrld.ry !lortq,aq' (S::IOO',) NIl 
"'ralt (CAaU) ~curHnt) (:Jrut.) 

1.1 80del c:car.un.lt1 •• 
(tu.tOrlcal.) 

1.1 1_eol< ~ous,nq 
(hh.onedl 

'.J 1 OW-COi t l'\oua1nq 
(currlnt l 

,.. cor. hou.s1nQ' 
(1I1l,orleo11 

1.5 e ..... houolr.9 
(e ....... ne) 

,;, aie ... r.d UMC" 
(C'\I.n',nr) 

,., HQII. b:;.rovem.nt 
lo.&N(H.!.. tcriel1) 

'.1 H'2!'Ie 1~,r~~.~t 
104f\1 (cur""t) 

1.1 ~p'lTOdlr.9 
(lI151orlo01) 

2.lD U''lTOdl"q 
(cuTT.nt) 

J. SfoConear ... c1 t1es/r'..lral 
•• c:lt"!',,:'l':s ?rc~cIr...s: 

1.1 IOW-Cellt' ~ou:l1nq 
(~ltorled) 

3.1 low-e:Js: l".oul1nq 
Ccurreltc~ 

J.1 COT. !-.oaJ 1:".; 
(curt"'~t) 

S.4 S1tH dnd servie.s 
(curTlnc) 

J. She.. !1I,rovem.nc 
lC>&1\8 (e"",lnt) 

1.6 Upqro>J;"'I 

($000'1) 
(UnHI) 

(SOOO'I) (6,~00). 
(Unl,ta' ( .90) 

($COO'I) ',fCO 
(Urut.) 1,1"'. 
($000' I) NIA 
(Unita) 

($000'1) N/A 
(UlUtl) 

($000'1) 1,310 
(Unita) 750 

(SOOO'.) 1,070 
(UlUtl) 1.250 

(SOOO'I) ~/A 

(U..,.;. "" 

(scoots) 1 ,~lC 
(Un1U) 1,150(5) 

($000'1) 
,Un1 ts) 

(SOOO'. ) 
(Unita) 

(SOOO'I) 
(Unita) 

(SOOO'I) 
(Unit.) 

(SOOO'I) 
(UIU .. ) 

(SCOO'I) 
(UIUU) 

(sceo'. ) 
(Unita) 

($COO'.l 
('.!nita) 

:I/A 
~/A 

1,::00 
8,000 

la , .. ~d 
12,699 

~/A 

~/l 

~/l 

:l/l 

N/A 

($000'1) ~/A 

6,100 
, 650 

N/A 
(~) 

NIl 

(t,180) 
( 150) 

10,371 
1.J 71 

NIl 

NIl 

NIl 

NIA 

NIl 

NIl 

NIA 

!.o.371 
l,Jn 

NIl 

NIA 

NIl 

~/A 

N/A 

NIl 

N/A 
(l07) 

NIl 

• ,coo 
, 610 

N/A 
(1.126) 

NIl 

.&,300 
• lila 

NIl NIl 

7,al7 9,J65 
I,ll' 1.956 

(lO,OO~ 2,9'0 
( l,J]O) l,OSO 

NIl NIl 

NIl J ,150 
1,575 

NIl 2,550 
2',125 

KIA HI" 

{l,800) I,!!::! 
( 2JO)( 5) 480 

NIl 

1,,,11 
l,J14 • 

NIl 

(5,700) 
( 9Jl) 

NIA 

NIl 

(1,500) 
( laO) 

NIl 

NIA 

:'1" 

l,OIil 
1,155 

KIA 

NIA 

600 
500 

UO 
'15 

l,7CO 
1.141 

NIl 
(1,017) 

N/A 

j 11~'1 
1,1<1 

NIl 

':' .; T 1 :. 
c.:.. ~mcn 

14,300 
-, ,C-OJ 

" ,C00(11 '1,:00 
10 ,J29(2) :: ,J29 

11,000 
'2,JOO 

tJ .::00 
-2,J:0 

;:"'" I A ",,1 
-15,2J2 

NIl 7,':'80 , ,!BO 
8AO(J) o£O 

.5,926(') I'll <C,'" 
2,J07 ~,;::97 

!O,::JO lO,~:::O l3.'1i\) 
1,'00 1.J]0 1.780 

12,800 HI A 12,aOO 
10,CeO :':,JOO 

NIl NIl 5,470 
2.J25 

S/~ N/~ ".20 
J ,J?oS 

7CO III A 7:0 
N/~(5) ::0. 

NtA liSCO ! ,-jj;O 

2,SOO 
NH 

N/~ 

NIA 

Nt;. 

~/l 

K/~ 

2JO ~ ,'60 

NIl 

:1/" 

NIA 

1,SOO 
200 

::/;. 

~co 
500 

1,6'50 
US 

HI.\ Iii l 

!...£.ll..!: ($ooor.) --~N~I~X--------~N~ITX--------,\T'~,i~Y~_~)--~l~,.~l~e~-----:~'I~~~----~.-,.~~~jr---~,~.? .. ~!w~--

T~Jl COUnt~ 
lulleone. ("I .. orle&.1) 

~Il Co"ntT'( 
..... helne. {curr.nc) 

o...rall ~oeu 
t .... eh. ~oW\try 

5oure.! ot t~l"':dl: 

n .... lo,l'lent ~lilt'lnc • 
...,on (OL) 

er .. u 

(Unita) (l,lll) 7,070 l,111! ,:~l 

(SOOO'I) 7.600 
(Unit.) '1,J49 

($000'1) ll,400 
(Unit.) l1,7S0 

(SOOO'I) 19,;)00 
(Unita) "ll ,099 

1,000 

II/l(6) 

11,000 

!l,on 
-'2,0'21 

NIl 

17,071 
·2,Oll 

',lOa 
I/l 

10,In 

(19,000) 
( 2,691) 

NIl 

M/A(6) 

',117 

24 ,3:6 
-g ,aiD 

7,061 

NIl 

17.165 

JS,E,6 5".:,0 
-U ,':0:.: !':',.!.LJ 

10,000 42 .;~O 
l.':OO ·','191 

4~,i26 92.18:::: 
-14.ii5J *1&,1&0 

16,700 10 ,OCO 

],000 (Ii) ~/A 

25.na 12,!'0 

:;-:, '''J 
'.! ~ t~~4 

71 •• 00 
:.; ,':;6 

::c: ,c20 
"57,JI0 

<O,an 

l,OOO (6) 

112.759 



Notes: 

( 1) Does not include CABEl 003/llI for $23,000,000, which 
is shown under "1.3 Regional secondary mortgage market (current)" 

( 2) Breakdown of regional secondary mortgage market activity: 

Loan: Uni ts : Amount: 

L-003 Loan-fu~,ded 1816 10,000 
rollover-funded 585 ( 5,076 

1816 

HG-OOI Loan-funded 2304 10,000 
rOllover-funded 126 ( 529 

2430 

HG-003/l &0 II Loan-funded 6083 23,000 

Missing: Mixed funds (7~%) ( 7,7()0 
HG-003/III 23,000 

(3) Note on model communi ties programs: 
El Salvador should ~ave utilized $5,000,000; however becduse 

of difficulties encountered the amount is $1,180,000, as shown, 
rfJi th 150 uni ts . 

(4) Does not include Nic. 003/II fOr $10,000,000, which is 
shown under 1'2.3 low-cost housing (current)" 

(5) Number of loans expected to be combined 'fJith core housing 
and sites and sf~rvices not shown as projected output to avoid double 
count. 

(6) There are indications of very early grants for housing in 
Central America, as fOllows: 

Amount: Units 

Costa Rica $ 2,000,000 2,023 
Guatemala 3,800,000 
Nicaragua 450%000 

TOT A L $ 6,250,000 

This would raise total grants to $9,250,000 and total funding 
to $212,870,000. These numbers were not included, as the related 

'projects could not be identified. 

* Estimated 



TABLE '2 
A I D HOUSING FR,JJECTS m CE?JTRAL AMERICA 

No. of 
Comple ted or 

DESCRIPTIOll JI.mount es dma ted date 
Units or comoleticn 

COSTA RICA 

SIS-HG-003 17 de Agost:l 479 $ 2,000,000 Mar/72 
SIS-HG-004. Jard1nes de Tib~s 400 $ 2,500,000 Jan/76 
SIS-HG-OOS Residencial Lagunilla 270 $ 2,100,000 Jan/76 
SlS-HG-006 Urban Improvemen~ 2,000 $ 11, 4D0, 000 Jun/82 
SlS- L -021 Seed Capital S&L System E 200 $ 1,000,000 Jan/74 

EL SALVAI:OR 

S19-HG-00I !1iramont'e 459 $ 4,493,000 Mar/67 
S19-HG-002/3 Jard1nes de Guadalupe 498 $ 4,478,443 Nov/71 
S19-HG-00S, Jard1nes de Cuscatl~n 414 $ 2,000,000 Aug/7S 
SlS- L -008 Seed Capital S&L System E 3S2 $ 3,100,000 Jun/58 
S15- L -012 Seed Capital S&L System E 300 $ 3,000,000 Dec/70 

GUATEMALA 

S20-HG-00I Ciudad de Plata I 262 $ 1,817,000 Sep/67 
Ciudad de Plata II 4S2 $ 3,000,000 Jan/70 

520-HG-002 Lomas de P:lrtugal 30'0 $ 1,500,OeO Feb/72 
S20-HG-003 Molino de las Flores y 

Centro Urbano de San Fco. 300 $ 1,500,000 Feb/72 

HONDURAS 

522-HG-00I Miraflores 762 $ 2,868,365 Oct/68 
522-HG-002A L'Jarque 327 $ 1,502,600 Jun/68 
522-HG-002.5 Colonia ?-io Grande 117 $ 827,813 Jul/73 
522-HG-004 Ha to de ::runedio 400' $ 2,166,057 Aug/74 
S22-HG-OO 5 Shel ter for the Urban Poor 5,2S0 $ 10,SOO,000 Hay/83 
522- K -c07 SITRA':ERCO leE ,$ 398,000 Jun/6S 
S22- L -011 E1 Sauce :;. Colvisula 

Cooperativa 350+ $ 2,000,000 Jul/69 
522- 'N -023 Seed Capital S&L System F. 610- $ 4,000,000 Feb/79 
S22- \0/ -028 Rural Shelter Reconst. 969 $ 563,1)00 May/76 

NICARAGUA 

S24- F-030 Earthquake Reconstruction $ 13,000,000 
Grant $ 3,OeO,000 

524-HG-OOI £1 porvenir 757 $ 5,926,000 Jan/7Q 
S24-HG-002 3co. Vivienda 'de Nic. 831 $ 4,000,000 Jun/74 
S24-HG-003/I EWI 716 $ 5,000,000 Jul/79 
S24-HG-003/II 1,400 $ 10,000,000 
524- L -017 ..ieed Capital 8&L System 1,1 t;.3 $ 3,700,000 Dec.:/69 

CABEI 

S96-HG-00I Home Loan ~partment . 2,304 $ 10,000,000 Jan/7 4 
596-HG-002A Comunidad Modelo La Aurora 

(Cos ta Rica) 690 $ 6,COO,000 Sep/7S 
596-HG-0023 Com. ~!ocel0 Jar::1nes de 

La Hacier:da , (Sar: Salvador) ISO $ 1,800,000 
596-HG-003 H":lme LJan ['eparc:nent 6,083 $ 46,000,000 Jan/78 
59G-HG-004 G::a ::err.3] a Urba.:: Shel ter 

Improvement $ 19,000,000 Jun/82 
59e;- L -003 Home Loan Department 2,401 $ 10,000,000 Jun/67 



~ABLE 3 

PROJECTED HOUSING rlSSISTANCE FOR CENTRAL AMERICA 

Activi ty: Costa Rica El Salvador Guatemala Honduras Nicaragua 

Develooment of 
Housinq Financ e 

" I.r.s ti rueior.s H H C H H 

:-1ajor cities 

middle-ir:corr:e ::0\.JZ ing H H r H H 
i i 

low-cos: :~cusi:1; I: C 
'f 

cere :-'ollsing C * '1\, C H 

si tes and ser';ices C * * C 

urban upgr=.ding C P H 

hOr.le improvement loans C C C H 

Secondar'l :i ties/ , 
rural settlemen~s 

low'-cos t housing C H 

cc:>:-e housing P * . P C/P 

si tes and services P */P P C/P 

urban upgrading P P P P 

heme improvements P P C/P C/P 

H= Pa.st programs AID 

P= Proposed programs AID 

c= Current programs AID 

*= Current programs World Bank 

No proposed programs appear for Nicaragua at this time as past 

projections are not necessarL / applicable. 



'TABLE 4 

. \l.ou.s.·, ~ 
COMPARATIVE ANALYSIS OF AID B!LA7ERAL vs REGIONAL/ASSISTANCE 

I 

IN CeNTRAL' AMERI CA 

"Program figures wi thout including the new CABEl HG" 

HISTORICAL 

S 
\ 

CURRENT 

$ 
\ 

. OVERALL 

$ 
\ 

"Progr3m 

CURRENT --
$ 
\ 

OVERALL 

$ 
\ 

figures 

Bilateral 

82.S 
62 

50.9 
69 

133.4 
65 

including 

50.9 
51 

133; 4 . 
58 

Regional (1) 

SO.2, 
38 

23 
31 

73.2 
3S 

the new CABEl HG" 

48 
49 

98.2 
42 

Total 

132.7 
100 

73.9 

206.6 
100 . 

98.9 
.1.00 

231.6 
100 

(1) Includes only loan s to support CABEl 'S secondary mort· 
gage market op~raticns, therefore project 596·HG·004 
(Guatemala) for $19 million is shown as if it were 
hila teral. 
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STATISTICS OF TIlE SAVINGS AND LOAN SYSTEM IN C1:~NTRAL AMERICA AS OF DECEMBEI< 31, 1978 

Number of 
Associa"tion::: 

Number of 
Savers 

Net Savings 
Accrued 

l'lumbel' of 
Mortgage Loans 

Total Mortgage 

COSTA RICA 

7 

. 26,598 

3,902,000 

15,050 

Loans Outstanding 82,492,000 

EL SALVAOOR 

7 

267,481 

221,392,000 

13,002 

114,565,000 

HONDURAS NICARAGUA TOTAL 

6 24 

2"0,848 150.400 465,327 

18,170,000 117,503,000 360,967,000 

2,461 9,884 40,397 

26,824,000 115,937,000 339,818,000 

H 
6; 
t-
M 

(:1\ 
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ANNEX F 

DETAI:"ED SXIAL ANALYSIS 

A. PODulation Gro~h and Urbanizat~c~ in Central America . 

Between 1950 a~d 1970 ~~e population of Central America 
doubled. l/'~In 1980 the estimated total population for the five 
countries-will be 20,303,000 people. 2/ A population breakd~wn 
and projections for each of the countries reveals the follOwing 
(in milli ons of 

C~url'trv . 

Costa Rica 
El Salvador 
'3uatemala 
Honduras 
Nicaragua 

TOTALS 

.; nJ!ab-i -anrs \. 3/ ..... ~\". ....... /. -

1960 1970 

1,336 l,an 
2,511 3,549 
4,445 5,679 
1,885 2,897 
1,536 1,878 

11,713 15,875 

1980 1990 2000 

2,286 2,954 3,695 
4,813 6,595 8,803 
6,940 9,108 11,582 
3,595 4,997 6,881 
2 2 669 3,672 4,812 

20,303 27,326 3 ~, 773 

Central American population trends are characterized by a 
rapidly falling death rate, high birth rates and large populations 
under age 20. For 1970-1975 the annual number of births per 1,000 
people was an average 42.3. The United Nations estimated average 
for all less developed countries was 37.5 for the same time period. 
The United States' average was 15/1,000. 4/ Even if all Central 
American families had only two :hildren, and zero population growth 
were achieved by the end of the ce~turYi it would be 2060 before 
population would stabilize - at 52.1 mi lion. Until 2060 there 
would still be growth. 5/ The two child family is not likely to 
become the norm in Centrc.l America at this time. On the contrary, 
the increas e in populatirm is more than likely to continue at 
high rates as the followlng table demonstrates. 

Average annual rate of population increase, enumarated and projected Y 
Country 1950-60 1960-70 1970-80 1980-90 1990-200( 

Cos ta Rica 3.98 3.33 2.80 2.57 
El Salvador 2.78 3.41 3.38 3.15 
Guatemala 2.79 2.74 2.76 2. n 
Honduras 2.95 3.34 3.40 3.29 
Nicaragua 2.93 2.53 3.82 3.19 

If between 1950 and 1980 the population of Central America 
will grow two and one half times, that of urban areas (over 10,000 
in population) will grow five times. 7/ The urban sector will 
continue to expand at a pace roughly two times that of rural areas 

* Footnotes are included at the end of the text. 

2.24 
2.89 
2.40 
3.20 
2.70 



until at least the year 2000. 8/ The number of small urban centers 
(over 10,000 but under 50,000 in population) will grow to 95 by 
1980. There were only 26 in 1950. Theonly seco~dary city in 
Central America that is outstripping capital city growth is San 
P~dro Sula in Honduras. Other secondary cities in Central America 
are ~ot contenders for dominance. 

2xcep: for :1onduras, all of the capital ci.ties in the other 
countries dominate the urban sector. They have 60-75% of their 
countries' urban populations. 9/ In some instances the urban 
areas surrounding the capital cIties have become SO congested 
that one city flows into t~e ~ext. The San Salvador Metropolitan 
Area contains 10 contiguous municipalities. The Central Valley 
of Costa Rica has San Jos~ as its core city but also includes the 
cities of Alajuela, Heredia and Cartago. The following table 
shows the population of the capital cities in 1950 and their esti 
mated population in 1980. 

Citv/Countrv 
, 1 

San Jos~, Costa Rica 
San Salvador, El Salvador 
Guatemala City, Guatemala 
Tegucigalpa, Honduras 
Managua, Nicaragua 

1950 

146,000 
213 ,000 
337,000 

72 ,000 
109,000 

1980 

508,000 
858,000 

1,430,000 
406,000 
662,000 

In terms of shelter and related services urban areas are much 
better off than their rural counterparts. The migration to urban 
areas is expected to continue. The reason for most migration is 
to seek jobs. 10/ The World Bank estimates a tremendous growth 
in urban households in general and urban poverty households in 
particular until the end of the century for Latin America and the 
Caribbean. 11/ 

Urban Poor Households ('OOO's) 

1975 +/- 1980 +/- 1990 +/..- 2000 
12,945 +1078 14,023 +2,775 16,798 +2,530 19,328 

Rural Poor Households 

6040 -1108 4,932 -1,904 3,028 -1,407 1,621 

Furthermore, of those who migrate to urban areas, women far 
exceed the number of men. The rural workforce is saturated or 



nearing saturation in Costa Rica, Honduras and Nicaragua.. Rural 
areas do not offer women the opportunity to be economically pro
ductive and they migrate to the urban areas in search of economic 
opportunity 12/ 

B. Housing Conditions in Central Americ8 

The effects of the accelerated population and urban growth 
rates in Central America are many. Of interest to this paper 
are those on housing conditions 'incCent1:?-l American- countrie~. 
T:1ey 2an be charac-:erizeci generally by: 

A large (in both absolute and relative terms), accumulated 
housing deficit which is growing. 

A need for new housi~g which creates demands in excess 
of the curren~ levels.of financing and production generated by 
formal housing ins ti ~u"'Cions . 

1. The Housing Deficic 

The table below s~mnarizes the findings of two studies on the 
housing deficit in Centr~l America: 

Es timate by: 

Country United Nations 13/ RHUDO/ROCAP 14/ 
Absolute Absolute RelativE 

Costa Rica 
El Salvador 
Guatemala (Pre-1976 Earthquake) 
Honduras 
Nicaragua (Pre-War) 

TOTAL 

154,000 
353,000 
532,000 
256,000 
180,000 

1,375,000 

130,000 
450,000 
480,000 
300,000 
200,000 

1,500,000 

These figures must be used cautiously. The definition of an in 
adequdte house, and hence one that contributes to the deficit, is 
subjectiv= and variable. Even assuming that an acceptable, objec
tive definition were developed, the accurate quantification of 
the deficit, including the hundreds of thousands of rural units, 
would be nearly impossible. 

For example, by redefining Tlinadequate" t:o reflect !!more real
istic!! standards, the 1977 Costa Rica Urban A.<:.sessment 15/ produced 

39 
68 
48 
57 
61 

54 

http:levels.of
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an estima~e of the deficit in that country of 77,000 units, half 
that of the U.N. study. Inversely, BANVI's current (1978) estima
te 16/ of the deficit in Guatemala is 986,000, double that of the 
RHUDO/ROCAP study. 

2. Description of the Target Group Housing Condi tio[ls 17/ 

Travelling throughout Central America one finds similarit~es 
among the conditions of the target group in the major urban agglo 
merations. In all of the countries the poor are more often renters 
than homeowners. ~ey are concentrated in dO"''!l.to~m slums a.nd on 
the city's periphery. In many ins~ances they are recent migrants 
to large urban areas, coming to the city for the first time. 
Women tend ~o migra~e ~o ci.ties more frequently and in greater num 
bers than men because rural areas do not provide them with the 
employment oppor~unity they seek. 

The downtown rental room is one example of ~he shelter avail
able to the targe~ household. The neighborhood once housed indi
vidual families but now each room in each house has been converted 
into a dwelling uni ~. The structures themselves are generally 
severely deteriorated. 

The typical household living in the downtown rental unit 
consists of two adults and four children. This family has pro
bably never owned its own home. 

The exterior conditions of the rental structures are dilapi
dated. Rickety s taricas es, exposed wiring and rottjng beams are 
apparent. The interior conditions, seldom seen from the street, 
evidence an unhealthy, unsafe environment. 

The typical family of six share a 10' by 12' room. There are 
no individual beds for each family member. A chair or two and a 
table might be the only furniture in the room. There is no closet 
space and the scant belongings of each hosehold member fill the 
room. There is one window which provides insufficient sunlight 
and ventila'tion. 

An enclosed courtyard generally contains a toilet, a water 
tap or sink and laundry facili tie~;. The toilet facilities may be 
shared with as many as twenty oth~r families. The water and 
laundry facilities are also shared. Clothes washing is a major 
courtyard activity since many women increase the family's income 
by taking in laundry from the homes of wealthier families. 
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The rental ~~its generally have electricicy. It is 'used for 
ironing and for televisio!".S, radios and record players. The pro
ximity of other neightors is such that the noise level is always 
high. ?rivacy is non-existent and cooking odors abound. 

Toilets are, more of:en than not, in disrepair. The incidence 
of diarrh~aand intestinal parasites is higher than that for the 
population as a whole. In most instances rental payments include 
water and many landlords ration its use. It is not unusual for 
water to be available -to flush toilets, bathe and do laundry-
only ::wo hours per day. Dra.inage is insuf._icient and the communal 
courtyards often contain stagnant pools of desease -~reeding waters. 

Another typical target group solution to the shelter problem 
is the improvised unit on the city's periphery. These spontaneous 
settlements ring tne major urban areas in Central America. They 
are the products of what has come to be known as the informal 
sector. 

The area.s where spontaneous settlement~ are located generally 
do not have ~vater, sewerage, drainage, or paved streets. There 
is no garbage colletion. 
They generally have electricity since it is faily easy to illegally 
tap existing power lines. 

The structures built in these areas are almost exclusively 
made of second hand materials. Wood is most common for walls and 
corrugated tin for roofing. 

The interior space is generally one room which might be parti 
tioned by hanging curtains. There is the same scarcity of furni-
ture as in the rental rooms. 

The families living in spontaneous settlements must haul 
their own drinking and bathing water, generally for long distances 
over hilly terrain. Water is sold on trucks from certain disbri
bution points outside the settlements themselves. The water is 
often sold in unsanitary rusted barrels and is hauled to the 
dwelling in rusted cans. 

In some instances families dig latrines for their homes. In 
others, several families use the same latrine. In still others, 
there is no disposal system for human wastes and they accumulate 
in the area surrounding the dwelling unit. 
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Clothes washing is 1enerally done outside the spontaneous set
tlement i::. ::he local ri':er or lake. 'J:'!"1e women in these families, 
~oo, often take in laundry from o~her areas. 

The spontanf'ous se~:lements are often far from employment, 
schools, ~ealth racili ties and other public services. Their 
residen~s spend more time and money on transportation than ttose 
who live in the city's recognized nei1hborhoods. 

~e ~owntown rental room and the peripheral spontaneous 
settlement are twO prototypical housing solutions in which many 
of Central America's poor are located. There are, however, some 
s:::"'J'T"li':ics.ot differences among the 'Ju.,:,ious cou.'ltries. 

San Jos~, Costa Xica has the lowest concentration of poverty 
in urban slums. There are pockets of poverty which are dis pet-sed 
throughout the city. ?eripheral spontaneous settlements arc the 
exception, not the r'lle. Inaddi tion, although San Jos~ is expe
riencing growth from migration, not all of the ~igrant3 to the 
ci ty are poor. 

San Salvador, El Salvador a.'1d TegucigaJ.pa, Honduras present 
examples of both the downtown rental rOOms and peripheral settle
ments. The situation i:1 Guatemala was dis torted by t:le earthquake 
in 1976 which led to a massive movement of displaced families to 
Guatemala City 'Ni th a concomi tant grc~vth in the number and size 
of squatter settlements. 

~.s the following table shows, however, there is a great simi 
larivj in the condition of housing among the countries. The only 
notable exception is that less families lack water in Costa Rica. 
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Units Costa Rica 18/ El Sal.vador 19/ Guatemal.a 20/ Honduras 21/ 
Lack water 
:JI National. 22.3 78 73.4 ,0 

Urban 2.4 34 43 44 

Imoermanent: 
Materials 
% Na'tional 83.1 84 88.3 

Urban 67 76 75 67.5 

Overcrowded 
0/ Nacional 22 40.6 ,0 

Urban 15.6 56 25.2 

Not owner 
Occuoied 
01 Na1:ional 39.7 42 28.2 ,a 

Urban 47.5 64 50 50.6 

3. Housing oroduction and need 

This '.eads to the discussion of hOt-l much and wha't type of 
~ousing is being produced inthe five countries. The table below 
compares aggregate production ancl need for the period 1976-77: 

Need 

Urban 
National 

Total. 
Production 

National. 

Cos'ta Rica 22/ 

6,780 
10,400 

8,180 

Production as 
a % of Need 

Urban 1.20 
National 0.78 

El Salvador 'Q./ 

13 ,400 
30,200 

5,020 

.33 

.16 

Guatemala 24/ 

15,230 
35,300 

14,800 

.65. 

.41 

Honduras 25/ 

10,580 
25,580 

5,740 

.54 

.22 
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This data, ~ was that on the deficit, is imperfect. A ~ore 
detailed analysis of need and ~roduc~ion for San Jos~ and Teguci
galpa/san Pedro Sula, included in the Social Analysis, shows that 
production is mee~ing 50% and 16% of need, respectively, in the3e 
maj or cities. 

C. DescriDtion of the Target Groue by Country 

There are significant differences among the Central American 
countries ~o warrant separate treatment of each country's target 
group. Indeed, within the countries themselves there are glaring 
differences be~ween urban 3nd rural areas, settlements on the 
periphery of metropolitan clSnters, and downtown overcrowding in 
rental units, just to mention a few factors of importance. Each 
country will be discussed briefly in terro~ of overall population 
characteris~ics, loeation of t..'1e -:arget groups, prevailing socio
economic pat-:erns,. and the L~pact the project rHill have on the 
intended beneficiaries. 

1. Costa Rica 

a. Overview 
In mid-1977 the population of Cos ta Rica was es tima

ted at 2.1 million people wi.th 41% in urban areas and 59% in rural 
areas. Major population indicators show t!1at Costa Rica is better 
off than most of the neighboring countries in Central America and 
South America. The birth rate !"las averaged 29 per 1,000 inhabi
tants versus 36 per 1,000 for Latin America as a ~hole. The death 
rate averages 2.4% annually 'lersus 2.7% for Lati!l America ' .. The 
infant mor~ality rate is 38 per 1,000 live births as apposed to 
78 per 1,000 fo!' Latin P>merican. Life expectancy at birth is 
68 years versus 62 for Latin America. In addition, fertility in 
Costa Rica is declining !'~pidly. It is :he only Central American 
country to have experienced such a decline. However, even though 
fertility is deClining, other factors are operating in such a way 
as to indicate that Costa Rica will have more than 3.5 million 
by the year 2000. 26/ 

In mid-1977 the San Jose metropolitan area had 950,516 inha
bitants. A popula~ion of over 1 million is projected for 1979. 
That population grO'NS a.t an average rate of 3.8% per year. 27/ 

~~til the 1950s, the internal migrations within Costa Rica 
were to us ettled rural areas. This trend has revers !'II its elf since 
then and a process of suburbanization is taking place. This means 
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that the areas with the highest growth rates are found sOQewhere 
between 5 to 10 kilometers outside ~he central city. ~/ 

~oughly 20% of the population of San Jos~ migrated to the 
metropoli~an area during the past five years. In Costa Rica those 
who migrate to the cities are younger than those already there. 
They tend to have t'tJice the education of non-migrants . ___ Tbey are 
generally newcomers to the labor market and, therefore, they earn 
entry-level wages. 29/ Migration to the San Jos~ Metropolitan area 
has increased in absolute nw~bers but the rate of migration has 
not accelerated. ;:':1e migram:s are :'.Ot necess arily thos e who live 
in the urban slwns or i.mprovised peripheral settlements. The 
migran~ and non-migrant populations are faily comparable in terms 
of unemolovment rates. 30/ . ---

b. The Target Group 
The basic characteristic of urban poverty in Costa 

Rica is that it is scat~ered throughout ~he San Jose metropolitan 
area. To ~e sure, ~here are areas where poverty is concentrated. 
The National Housing Institute (INVU) identified 118 slum areas 
in San Jose in 1977. These slums contain 15% of the metropolitan 
area's population (~pproximately 15,000 people) and one-fourth of 
its total poverty population. 31/ Roughly half or those living 
in slum areas have incomes above the urban median which was $258 
per family per month in mid-1977. ~/ The average family in the 
metropolitan area has 5.3 members. ll/ 

Even in the slum neighborhoods of S~n Jose's metropolitan 
area, essential services exist to a large extent --95% have indoor 
plumbing, 58% have s e'.ver connec tions or septic tanks and 94% have 
piped '.vater. Toilets and ',vater taps are generally communal. The 
majority of the houses are constructed from wood. Ov,~r half of 
the dwellincr units have less than 60 square meters of space. 34/ 

~ ---
c. Prevailing socia-economic patterns 

Families 'Nith monthly incomes at the median ($297 in 
1979 terms) spend an average of 25% of income ror shelter. The 
percentage decreas es to 20~~ for families 'Ni -:h incomes between $177 
and $265 and decreases e'len further to 15% for those 'Nhose incomes 
fall below $177. 35/ 

Just over 50% of metropolitan area families rent their homes, 
paying an average rental of $35 (in 19-17) per month. More than 
80% of those renting homes would like to be homeowners and those 
low income renters surveyed "in 1977 said they could afford homes 
costing approximately $6,000. Home owners were 38% of the population 
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anc more t~an ~al£ of them ~eported ~hat t~ey would like to repair 
their homes. ,;us": l1J1der half of 'Chose who would like to make 
repairs are willing to borrow to do so. The average home impro
vemen t loan :1eeded would be $1,000. ::; 6/ 

Cne ot ,:he major problems for the urban poverty population 
is unemployment or 'mderemploymem:. The overall 'memployment 
rate :or the San Jos~ metropolitan area declined from 1973-1977 
where new employment was created in the indus~rial, government 
services and constt'.lction sectors. For the poor unemployment 
rates rose 25% fer men and ll% for 'Nomen during' that same time 
period. 37/ 

Since t~e 1960s the ~eople with incomes between the 20th and 
60t~ ?ercentiles have reaped t~e benefits of Costa rtica economic 
growth. Those who are in worse condition t!lan previously have 
incomes below the 20t~ Dercentile. 38/ - -

2. El Salvador 

a. Overview 
Of all of the countries in Central America El Salva

dor has the smallest geographic area and the most rapid rate of 
population growth. In 1976, El Salvador had approximately 4.5 
million people. 3y the year 2000 the population '.viII be almos t 
9 million if current tre~ds continue. The overall growth rate has 
varied between 3.2 and 3.4% 

£1 Salvador's urban population was approximately 1.8 million 
in 1976 or 40.5% of the total. Half of El Salvador's urban popu
lation was located in the San Salvador meLropolitan area. In 
1977 that area had a population of 761,000. The growth rate for 
the meLropo1i tan ar~a has been 4.7%. 39/ 

Although still basically rural, El Salvador is experiencing 
rapid rural to urban migration. ~ural areas are densly populated 
and almost all arable land is under cultivation. The urban areas 
have grown economically since the 19605 and urban income, even in 
the informal sector, far exceeds tha'[ of rural areas. 40/ Unlike 
Costa Rica, the overwheL~ing majority of people who migrate to 
cities in El Salvador are poor. 

b. The Target Group. 
As in Costa Rica, the target group that '.vill be reached 

by this project live in urban areas, most notably the San Salvador 
metropolitan area (SSMA). In 1976 there were 75,000 families with 
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incomes below the SSMA median of approximately $130 per month. 41/ 
In addition, est~~ates for the 1978-1982 period show that 55% or
all new ~ouseholds in the SSHA 'Nill be low income households. 

Urban !.Jovert"j in the SSM..1l., unlike t~at of San Jos~, is con-
centrated i!1 several different ki!1ds of settlements. These are: 
r~u~rios, campamentos, mesones, casas viejas and colonias ilega
les ~ Tugurios are located i!1 the central ci':Y on ei,:her public 
or privatE' land. They are settlements of the very poores t people 
in San Salvador. The campamentos are barracks - like s "cruc,:ures 
built 3.S provisional shelter for '/icc.ms of ':he 1965 earthquake. 
T:1ey ar'2 wooden rental uni ':s 'N'i th shared water, ':oilets, laundry 
facili':ies, 2tC. Mesones are multifamily rental units in the 
central city. Entire families live in one room and various fami
lies share 'N'ater, laundry and toile-c £ acili ties . ~ents wer':: 
frozen at 1973 levels by law. Cas as v.:..:::j as are similar -co mes ones. 
'!'hey 'N'ere once elegant homes in the central ci';.y but have long 
since been broke!1 up into rental lJ.I1i ts. Colonias ilegales are 
located cn ,:he periphery of the urban area. They are illegal 
subdivisions in {Ihich lots are purchased and iniras-cruc-cure is 
gradually brought to the drea.. In 1976, 17% of low income families 
lived in tugurios a...'1d camp:.:.nl~ntos, 52% in mesones and casa viejas 
and 31% in colonias ilegales. The lowest incomes and worst envi
ronmental conditions exist i!1 "che tugurios and campamen"cos; the 
highest densities ~re in the mesones. 42/ 

In terms of urban s er'/ices the tugurios generally have elec
triciDj. Some have potable water. There is no storm water drainage, 
piped sewerage system or garbage collection. 

The campamentos, mesones and casas viejas are generally served 
by all of the tradi'donal urban infras,:ructure services. In-the 
mesones, however, la.'1dlords of-:en ration water SO that tenants have 
it only a few hours per da.y. 

The colonias ilegales are in lJarious s "cages of development. 
Since they are illegal subdivisions they do not have urban infras
truc-cure. O!1ce they develop political skills they are able to 
pressure the appropriate public authorities to ensure tna': t~ey 
provide the needed ser'/ices. 

c. Prevai.'_ing socio-economic Pdtt-t::.Ci:s. 
l:n 197~ the mEdian family income for t.bL SSMA was 

approximately $:2 ... ) per month" 43/ In 1977 there were an es timated 
13 ,000 households .~\7.i'1g in tugurios and campamentos. Their 
incomes ranged frcm $60 to $100 per month. The mesones and casas 
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vie~ as ~ad :;pp~cx:: ... ::l3.Ce:'jl 4C ,sec : ..... cusei1cl~s.vi:::: :.:-:ccmes ·v'ary·:'ng 
trom S 60 ::0 S ::''::'0 ?e~ :non:::. ~e ::oloni as :::'legales had an es ti.11dC
ed 25,500 househclcs '.oJi:h inc..:rr.es :'3.I1qi:-:g :':-cm $30 ::c ~16J ;Jer 
month. 3y 195:'= ::-:e ::.!;~:.,: cs .3.:-:C .: ~LP 3JT:en:-2S 3r-e -2x~e~ ~ec to ~a'le 
3.I1 2.c:!Gi:i2r~2.::' ':,,;OC :-.cusehclds. :':1e ;1wnDe:- of householc:!s :'n rneso
:1es .me! :as.~s ·::::.ejas :'s a.lsc ex;:ec:ed :0 ;-::,o,v :::/ ::'e same ancw'lL. 
l'he r.LLl1Der cr :-:cusehcl~s :::. :2':'cni3.s :'2.,'2·J~'2S :'.5 '2\.pec~eG :0 sky
~ocket, ~e~ch:':-:; ~~,5CC ... :n i:-:c:-ease of l4,000 households in 

, , 
-...,.' 

:':ce lo\v ::-:c:r..e : .:.m:::'2.:.es :.:-'. -:=--e SS;·L:l. have ~;ni :ed reSOU:-C8s 
:'UL e' ... e~ s c -::"'.~~/ ~a.t)e :-::e : i9aci :~/ :0 ~ ay :: or :1et.v cr ~llprovec ~helt:fr. 
;.:ousi:-:a ':e:na.r'.d :::cr :he area. )e:,·.~·een ':'9-:'8 and 198::: is Rsti;nated 3.t: 
-+-+,JOO :1ew ~~'.:.:s. ;':3.1: or :::3t ':e:nand, 0:- :S,SCC--J',:':S ::crne;3 ::-cm 

3.r.d 

St".JC:"-2S 5;:0\" :~3.t ~·\;:ec:":::..l:~"2S :-,~T' :-:CllS:';~-J :::crease ::or:' 3.bso 
lULel~/ 3:1c! 3.S 3. ~e:,c.e:::-3q2 0: :-:1:3.1 ~lcu.sehclc e)..pe~.c::-u:,es :":lcreases 
30.::3 : 3.ffil':"·": ::-'.2cr..es i:1c:-e2.se. .=. l'?'-:': "i'..lr".:ey ':cne ::'. ::11e :3S:,L:l. s:"1CWS 
,:~al i:l ::.:g'J.~:::'os -"r.c ':2_"JJ';pamer.tos 5=; of ir.ccme :'5 spent on housing, 
l~~ on elec~I'i·..::'~~·, :~ 2n ',vate!' a~.c cC% :or feed . .:~ ~esones 15:'6 
is sper.': on :-o.o\.:5i:1; \.i:1clucing ,vdter i , 1;'0 on elec~r:ic:'ty 3...'ld -+5;0 
for fOed. ~:1 .::oloni2.S :le'::-,:lles :S~~::'3 s~er.l on :'1Cusi:l.;, 2% on 
elect:'ic:::':',,:, :::~; 011 '.veter 2.r.o -+Cc~ on :oco. 4t/ 

Ci'>/'en ::~e ;yc\V-c:; of :: .. --:e low i~ccme ;;opula.t:'cn :';1 :~e SS:·! .. :l. 
and cur-rent' exper,c2.t'.lres for shelter and ,:'elat::ec. se:-'.'i:::2s, :l1e 
target ;:,oup ::2.r. af:'orc l'::~s ti:l2.l1ci:1'; ::or t'. ... enty years for horne 
:LTlp rOVeJ:".en:-5 ~ :'::'::-':15 -:::'-".lC ::.J.!'8 a!~c -::er.v :~vUS :.~; ~lIl::5. ..1 ~ f 

3. Guatemala 

a. evervie'.v 
~ere is a paucity of socio-eccnomic cata in Guale

mala. The las~ cens:.lS was taken in 1973 and :~e :.::.st ::-:c':::me ':is
tribution st'Jcy was c:!one il1 1969. .;l2. dat3. project'ions since then 
have Jeen J2.sec :':;,Jcn ::he ass'J.IT'.pc:::'Ol1 of ::cnst3.n: :-elaticnsl1ips 
bel'.veel1 the vari2.bles s:::':-'.ce 2.959 ar.c 19-~ re5peC':i·;e1~/. 

I:1 2..9-:, ':;U3.t2na..la. ~2d 5, 738 ,09~ ~ecple '.vi :!-L ~t~~ li\"i!1g l:1 
corrJ11uni,:ies of 10,000 -::r more i:-m.::.bita:1t:5. ~his is expected ~o 
grow to 5 S;~ ~y t:~e year =OCO. r.2.li 0: :l1e populat:'cn li ves iz; 
areas of 1,200 i:1habit::.nts cr les~ !:la.sed "..l;,or. 19-3 ;:'.3.t.3.. 49/ 
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tr.e average ~umber of bi~~hs pe~ 1,000 is ~a.s and the fertility 
r>ate is approx:.:!i3.te1j 6%. The mcrtali ty ~ate for the COU:1try is 
9.5 deaths per 1,000 i~abitar.ts and the mest :requent causes of 
death are respiratory and diarrheic ciseases. 50/ Nevertheless, 
the population T s growth rat"e is high, 2.7%, andWill probably 
conti:1Ue at t!1at level in the 1980s. 51/ 

:'he 1973 cens us haws that Guatemala City had approximately 
1,067,000 i~abitants. 3y the year 2000 the population is esti
mated at 3,021,000. 52/ There was no ci~ except Guatemala City 
wi th a population overlOO ,000. This is not expected to change 
b ~ ~ooo s_~/ y t.Le jear __ . _ 

Statis tics shew that a cons tant migration to Guatemala T seen 
tral Region (consisting of Guatemala City, Antigua, El progreso -
and Chimal:enango) is taking place. By the biginning of the 1980s 
this region will have 30% of the country I s total population and 
60% of its u~ban populatio~. ~cst migrants come £~om the densly 
populated :"lestern highland towns of Quezaltenango, Huehuetenango, 
El Quiche, Sololti ,l'otonic.;;pan and parts of San Marcos. 54/ The 
overwhelming maj ori ty (80~6) of all migrants are ladinos as oppos ed 
to ~.,digenous Guatemalans. 55/ The major reason given for migrating 
to the Guatemala City Met!Opolit:~, area is to seek emoloyment. 56/ 
As in both Costa ?~ca and £1 Salvador, there are more- women migrants 
to Guatemala than men. 'i_Y 

b. The Target Group. . 
This project is expected to serve the Guat"emala City 

metropolitan area as well as secondary cities and market towns. 
The National Housing Bank (Bru~VI) has most of its experience and 
acti vi ty in the metr'Jpoli tan area. The National Federation of 
Housing Cooperatives (FENACOVI) has experience in secondary cities 
and market towns. 

A housing survey up-date in 1977 for the Guatemala City metro 
politan area showed that 37.3% of the population live in slums, -
sub-standard houses or improvised dwellings. These areas had 
grown in population by 13~6 since 1954. 58/ The ave~age family 
size in these areas is 7 people per family as compared with 5.6 
in the rest of Guatemala City and 6.2 zor ~ural areas. There is 
every indication that the slum areas will continue to grow at 
an accelerated pace since the population in the age of reproduction 
(15-34) is la~ger thaI in othe~ areas. 59/ 

"Es timates on emplcyment show that 48.9% of all Guatemalans 
are in the economically active age group and 97.4% of them are in 



fact employed. Underemployment, estima~ed at 14% is a more severe 
problem. ri~ic~:ure is still the major employer, having 58.2% of 
the labor force in 1973. 60/ 

Ini:-a5t:-uct"..lre services are :ar more extensive in the Guatema 
la City metropolitan area than in other ~arts of the country. All 
urban areas 3.re se:-'/ed by aqueducts '::lut 2cnnections to dfIJelli.ng 
units are not '.mi'/ersalo In 1973, a4 . .i~6 of a.ll homes ha.d '.'later 
connections. ~e percentage was 97.5 for the Department of Gua
temala. For that same year the statistics show that 75.4% of 
all homes had elect::-ici t'j but: the percentage ',vas 99.6 :or the 
Deparonent of Guatemc.=;.':"a. Storm sewer connections were made to 
43.9% of all houses but 65.1% of all houses in the ;:)epdrtnen~ of 
Guatemala. 

c. Prevailing socio-economic patterns. 
The National Economic ?la~~ng Council conducted a 

survey on urban income distribution in 1377. 61/ The results are 
as follows: 

MONTHLY FAJ.'1ILY INCCME 

Percentile All Urban Guatemala City Other Urban 

50 $ 270 $ 297 $ 213 
40 233 256 186 
30 197 215 162 
20 161 IN 133.50 
10 124.50 L16 102 

This data was uDdated to 1979, showing a median income for 
Guatemala City of $386. 

There appear to be no data on consumption a~d expenditure pat
terns. The first phase of an urban poverty study in Guatemala' 
completed as recently as June 25, 1979, failed to uncover either 
new studies or more recen~ly up-dated versions of previous studies. 

The Guatemalan Mortgage Insurance Institute ~uotes a study 
that estimated the housing deficit for 1976 a~ 915,500 units. Of 
this amount, 888,400 ~vas classified as la.tent deficit, 2,000 u.~ts 
were needed to replace stock being retired from the market, and 
25,100 units were needed based on new household formation. The 
1976 earthquake destroyed 258,400 housing units. ~/ 
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The :Iational Housing Bank (BANVI) calculated "Chat in 1976 
there was a demand fer 50,000 housing uni~s costing up to $4,000 
and 32,000 units costing between $4,000 and $8,000. These homes 
would be affordable by the 20th ~o 50th percentiles. The World 
Bank sites and ser1nces project is reaching ~he 20th percentile 
and below. 63/ 

4. Honduras 

a. Overview 
According to the 1974 Census there were 2,656,948 

Hondurans. Of these, 69% lived in rural areas and 31% in urban 
areas. The population g-rowt:h rate averaged 2.68% from 1961 to 
1974. 64/ 

In 1974 Teguci'galpa had 273,874 people, just over 10% of the 
total popul:3.tion. I:l that s arne year San Pedro Sula had a popula
tion or 150,991. The 'Chi::-d largest city, La Ceiba, followed with 
a pODulation or 37,788. 65/ . ---

Statistics show that the urban population is g-rowing at an 
average rate of 6% annually whereas rural areas are g-rowing at a 
rate or 2.7%. 66/ San Pedro Sula is g-rowing more rapidly than 
any other area .---Its g-rowth rate h'om 1961-1974 averaged 7.6% per 
year as compared w-i 'eh :3. 5.6% ::-ate for Tegucigalpa during the time 
period. 67/ 

Mig-ration to Tegucigalpa and San P~dro Sula occurs, :3.S in 
most other Central American countries, b~cause these cities promise 
improved employment opportunities. Some people mig-rate to these 
centers directly from rural areas; others migrate in stages. 

b. The Target Group 
This project will be directed toward the shelter needs 

of the urban poor in the Tegucigalpa Central District and San Pedro 
Sula. There is more statistical information for the Tegucigalpa 
Central Distri~t than for San Pedro Sula. 

The information concerning poverty in the Tegucigalpa Central 
District varies widely. The National Housing Ins'Ci"Cute estimates 
that 25% of the population is flpoor II but METROPLAN, the city plan
ning agency, estimates that percentage "Co be 50;~. 68/ The criteria 
used to define IIpovertyll vary rIJidely depending uponthe purpose 
for which the information is gathered and the ir~titution in 
charge of its gathering. 
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The mos~ ~ece~~ housi~g guaran~/ project paper done by USAID 
for Honduras, ·..lp-eated a 1967-68 :: amily inccme anc expe ndi ture 
survey to yield the following mon~hly median family income esti
mates as of Sep~ember, 1978: Tegucigalpa, $181; San Pedro Sula, 
$163 and other urban areas, $133. 69/ 

Based ~pon the $181 mecian income rlgure an es~imated 18,000 
families or 36,000 people fall rNithin the low income population of 
the Tegucigalpa Central District. This amountS to 32~~ of the total 
populati. on. 70/ 

The low i~come or deteriorating ~reas of ~he Tegucigalpa Cen
tral Dis~ic~ are by no means homogeneous. They have middle in
come people mixed 'tJi th the poor. The poor themselves have various 
shelter arrangements. Some own their own homes or are in the 
process of buying them. Others rent their homes. More frequently, 
however, the poor rent rooms in deteriorated multifamily lmi ~s 
where water, toilet, laundry facilities and sometimes kitchens 
are sharee. There are also those who construct their own shelter 
on the cityTs fringes. In most ins~ances second hand wood is 
used to construct a one '''oom dwelEng which of~en houses the fa
mily (average family size is 5.7), domestic animals and a small 
store or business. 71/ 

c. PrevaiJi.ng socio-economic patterns 
For the Tegucigalpa Central Distric, 1,900 houses per 

year were built betwe\.;r. ).961 and 1974. Production increased dra
matically and in 1974 some 2,600 homes wEire built. In 1976 the 
total was 2,900. The informal sec~or produced between 1,700 and 
1,900 units per year from 1974 to 1976. It is estimated that the 
informal sector has produced two-thirds of all housing in Teguci
galpa. 72/ 

In San Pedro Sula an average of 1,300 units were prcduced an
nually between 1971 and 1976. Since 1974 the average number of 
uni ts produced ~.ncreased to 2,000-2,300. In San Pedro Sula the 
informal s ec"'[o:· produced between 1,000 and 1,300 units between 
1974 and 1976. Approximately 55% of all housing was produced by 
the informal sector since 1974. 12/ 

The informal sector is resp0n5ible for financing 79% of home 
purchases in Teguciyalpa. Most people borrow money from relatives 
or friends or have their own savings. Approximately 1.4% borrow 
money from credit cooperatives and 7% borrow from the workers bank 
to finance acquisition of land. 74/ 
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Currently, people living in urban slum rental units spend an 
average of 20% of "their inc erne on rent, ',vhlch '.l!; ually incl'...ldes 
utilities 5.I1d services. 'N'here the family is living in improvised 
shelter, anywhere from 4 to 7% of income is paid for water and 
elec~ici~. There are generally no sewerage or drainage servi
ces whatsoev~r. 221 

Despi te the dynamism of the informal sector there 'tJere 316,000 
housing ~~ts in Honduras in need of repair or replacement according 
to the 1974 housing census. The units needed because of population 
growth aJone 'tJere es ti.'!lated at 25,600 per year. To overcome the 
housing deficit, 40,000 units per year would have to be constructed. 
The formal sector averaged 6,000 units per year from 1974 to 1977. 7b/ 

~~~~ough current formal sector shelter production has not been 
adequate to satisfy the demand, t~ere is strong evidence that ef
fecti'/e demand exists for those 'tJhose incomes foll below the 
median. The projects sponsored by the National Housing Institute 
dnd tl'le Honduran ::ederation of Housing Cooperatives, have long 
w~iting lists for the units they have builc. Both institutions 
have developed shelter affordable b" the target population. 

c. Impact on the Target Group 
An example: The FEHCOVIL core housing proj ect. The 

pictures and data on che following page provide an example of 
the type of impact which this project 'Nill have. The core hous
ing project refered to is CABEITs pilot experience with such solu 
tions . 

The core house will provide a larger lotana all the services, 
which the existing house does not have. ~~ anticipated above, 
the new structure, while more solid and built of more permanent 
materials, will be smaller than the existing structure. This 
should cl'lange rapidly, as additions are made to the core house. 

The situation with regard to tenure does not appear to be 
much different. The fact is that there will be an improvement. 
A woman who is head of the household living in the structure seen 
partially in the right of the picture had finished paying for her 
plot. A local flood w·:.shed away all her receipts of ten years of 
payments. She was given no credit for these payments and is 
currently re-purchasing the plot for $650. One-sided contractual 
relationships such as these are not untypical. They are one of 
the conditions which the project will attempt to improve. 



2xistinc co~dicicns , ________________________________________________ l.lot~ 

. :;. 

a) size S6 M2 
b) ~enure owned 

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

2.house: 
a) s~ze 35 M2 
b) materials '.vood. :iles. C'.:.1" 

rtJ93!Ed -:in !.DO Dr!!, di...'"t' fJ.:::cIS 

c) tenure owned 

3. service connections (a <:" :Lq: 

Yes No 
a)water X-
b)se'Ner X 
c)elect=ici~/ X 

* Uumbers are for t.~e center r.ouse in :..~e- picture abov~.: __ _ 
T:lese ~ouses a::-e 'iii ':..'1in sis-ht of t::e ones below . 

rrRCOVIL core house:* 
. --,- -~-' .. ~------.~----

. ~ . . -
__ ~~~~.~;~·~·~~~·.~.~·~i·~J_--~----~--~·---'~~~~~,'~-~-~-~~--·----~l.lot: 

J ----- ·-·--.:.....-r:::..::,..~:,...:.:.;.·i~~~,~~~_;_:_.,~:____~~~--- . ~? ~!~~re coone r3. ti 'Ie 
--~~~~~~~--

55 ~ 

____ ~._~ ~iyar . .;]~~ prJj ecc in !eguc:.;aJ.pa, nonduras. 

2. house: 

a) size 25 ~12 
b) ,na.teriaJ.s cenent: Jloc.~, 'iJCC;c.l 

asbest::::s-C:!rT'e".t r::cD.rc, ('Omen -: 
c) tenu::-e c:::;onera~'ie (.:'lC=Jr~ 

3. service c':Jnr.ections (a. -: lor 

Yes ~ro 

a)water X 
b) se'.-Je::' X 
c)electrici~ X 

(Crec~c:?i=~~es Jy 
L. ~encor£, r~q 
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!1ont:u'l ;ami1.'1 Znc:;)me 

T!GUC:GAL?A GI]l. !::::-!ALri SAN JOSE SAN SALVAOOR 
:~T~ FSL ':TJ..N .;~A :1ET~ PCL,::, .. ~~r .;~S~ 

Per,=en~-2.= ;.lli. ?ercentile 1979 ?*a:'cen"Cils 1979 ?ercentils l:if~) -
10 50 10 177 10 104- :'0 112.29 

20 39 20 226 20 ' ..... _"jJ. 20 159. 70 

30 119 30 280 30 193 30 194.04 

;1Q 150 40 333 4.0 24.5 .!Q 2' 0 - .. - ~ ~.'. 

SO 191 SO 3a6 SO 297 SO 253.13 



(1) 

TAbLE 2 

SAN JOSE 11ETROPOLI'!'AN AREA 

Monthly Family Income 

PERCENTILE 1977 (1) 1979 ~2) 

10 92 104 

20 133 151 

30 170 193 

40 216 245 

50 262 297 

60 323 355 

70 395 435 

80 509 543 

90 718 766 

100 1,171 1,250 

Source: Direcci6n Nacional de Estad1sticas y Censos. 
of Incomes o?nd Expenditl.lres .' 1974. San Jos~, 1974. 
to 1977 by OFIPLrlN. 

Survey 
Updated 

(2) Adjustment based on rates used in Urban Assessment of San Jos~ 
':0 update' the 1974 income figures, p.178. Actual ra~es used 
were: 10-50%/1.133; 60-70%/1.10; 80-10Q~~/1.067. 

http:60-70%/1.10


;!.nnua1 ::'-:m::'l ': ::1cor.le 

J anua ~":. :':.,9"""" 

1,738 

2, J03 

2,289 

2, ""55 

3, .:1.16 

3,915 

J., 923 

~ ..,,,, -, --

(1) Source: 

Provicec '-.,. - '. 

., \ , .. 

~S ... 

:-!on '::12. '/ ? ami:" I! Income 

~anuarv. 1979\::~ 

10 101. 84 112.29 

20 1.14.3.1- 159.70 

30 166. 9~ 134.04 

40 190. -:'5 210.31 

50 ~2 9. 59 253.13 

cO ':9.1.67 313.96 

70 3:5.3.:1. 359.80 

SO .11'-' "C; _ ....... --- 453. 31 

?C 5.16. .:1.2 602.44 

. ,i 4-, l~.:1.. 00 4,546.71 

;~.l1t 2r:ice. 

(2) Cpda:e ':.J .0:-.-":<'1::":, :::-:'9 · .... 05 cor.e using a 5% annual increase, 
compt:r.cec J:- 3. ::::-.i2. ll:.::'. 



TABLE 4 

GUAT::!1ALA 

Monthly Familv Income ~istribution 

PERCENTILE 1970 (1) 1977 (2) 1979 (3) 

10 73 (1. 87) 136 177 

20 101 (1. 73) 174 226 

30 124 (1. 74) 215 280 

153 (1.68) 256 333 

50 188 (1. 58) 297 386 

60 235 ( 484)* 

70 290 ( 597) T: 

80 377 ( 777)* 

90 557 (1,147)* 

95 777 (1,600)* 

* Projection used only to co~p1ete ;raph. Does not aff~ct project. 

(1) Source: Orellana G:, ~en~ Arturo, "La Vivienda Urbana y los Pre
s-upuestos ramil::'ares l

', Est'...:dio ~10nogrc3.fico No.1. Instituto ce 
Invest:igaciones Scon6micas y Sociales - Universidad de San Car
los, Guatemala, 1?74. Table 11, p.46. Quoted in: Est'...ldios y 
Proyectos de Guatemala. Est'...lcio de la Pobreza Urbana en Gua~e
mala. Infor~e I~icial sobre ~nteceden~es. Guatemala, June, 
1979. Table 3-1.:1, p. 5-20. 

(2) ::·ource: 2ecretaria Seneral del Consejo Nacional de Plclnificaci6n 
Econ6mica - 'Jnidac de ?royectos. J.uot:ed in t:!1e Project Paper for 
the E<OCJ.P l~rba:1 Sr.el tel' I:nprolJement: proj ect (596-!-:G-OOLl.)) p. 26. 

(3) Updar~ to 1979 based on multiplier of 1.3 recommended by Don 
Masters CDO/USAID/G i~ a memo to ?red Hansen, June, ~g79. 



TABLE 5 

T E G U C I G 

~onthlv Familv Income 

PERCENTILE 1967 (1) 1978 (2) 

10 36 60 

20 53 89 

30 70 119 

40 89 150 

50 107 181 

60 136 231 

70 173 292 

80 233 394 

90 399 674 

93 500 845 

(1) Source: Direcci6n General de Estadisticas y Censo. 
Encuesta de Inaresos y Gas':os Familiares, 1967-68. Tegucigalpa, 
April, 1970. Quoted in AID, Office of Housing. Honduras Hous
ing Sector .n.nalvsis. .~ugust, 1974. Table 14, page 37. 

(2) Figures we:::-2 updated to September, 1978 using a Consumer Price 
IndRx increase of 109% as a OTOXV as recommended ::".:1 the Honduras 
Shel ter Sector Analysis, Updated' - ?ebr'..!ary 1978, pp. 7-6~----




