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1. Pursuant Section 103 of the Foreign Assistance Act of 1961, as amended, I 
hereby authorize the Rural Housing Improvement Project for Honduras (The 
"Cooperating Cotmtry") involving planned obligations of not to exceed TWO 
MILLIO~ THREE HUNDRED TIiOUSA:'m UNITED STATES DOLLARS ($2,300, 000.00) in loan 
funds ("Loan" J and 'iWO HUNDRED THOUSAND UNITPD ST1\TES OOLLARS ($200,000.00) in 
in Grant funds ("Grant") over a five year period from the date of 
authorization, subject to the availability of funds in accordance with the 
A.I.D. OYB!allotment process to help in financing foreign currency and local 
currency costs for the project. 

2. The Project will enable the National "Housing Institute (INVA) to finance 
home improvement loans for lo\~ income rural families. INVA will channel the 
ftmds to private voluntary organizations and public sector institutions 
(intermediaries) Hhich will lend them to individual and solidarity group 
ror!"c',;~!"s. I:~'.',.-1. ~'.·tll pro',-ide or cont:-2ct ft)r th'2 T·)rovisicn of ~'('c!~:li~21 
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to provide effective assistanc~ to loan recipients. 

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

a. Interest Rate and Terms of Payment 

'The Cooperating Country shall repay the Loan to A. 1.0. in United "States" 
Uollars within forty (40) years fram the date of first disbursemeht of the 
Loan, including a grace period of not to exceed ten (10) years. The 
Cooperating Country shall pay to A.I.D. in United States Dollars interest from 
the date of first disbursement of the Loan at the rate of (a) o~o percent (2%) 
per annum during the first ten (10) y€~rs, and (b) three percent (3%) per 
annum thereafter, on the outstanding disbursed balance of the Loan and on any 
due and unpaid interest accrued thereon. 

http:200,000.00
http:2,300,000.00
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b. Source and Origin of Goods and Services (Loan) 

Goods and services, except for ocean shipping, financed by A.I.D. under 
the Loan shall have their source and origin in cotmtries that are members of 
the Central American Common Market or in cotmtries included in A. LD. 
Geographic Code 941, except that A. 1. D. may otherwise agree in writing. Ocean 
shipping financed by A.I.D. under the Loan shall, except as A.I.D. may 
othenlise agree in 'Yl"i ting, be financed only on flag vessels of the United 
States or of cotmtries that are members of the Central American Common Market. 

c. Source and Origin of Goods and Services (Grant) 

Goods and services, except for ocean shipping, financed by A.I.D. tmder 
the Grant shall have their source· and origin in the United States and 
Countries that are members of the Central American Cammon ~~rket, except as 
A.I.D. may otherwise ~gree in writing. Ocean shipping financed by A.I.D. 
under the Grant shall, except as A.I.D. may othenvise agree in lvri ting, be 
financed only on flag vessels of the United States. 

d. Condition Precedent to First Disbursement 

Prior to any disbursement or the issuance of any commitment documents 
under the Project Agreement, the Cooperating Country shall furnish, in form 
and substance satisfactory to A.I.D., the name of the professional that INVA 
proposes to assign as Project Director. 

e. AGditiun~l Conditions Precedent to Disburse~cnt for Credit 

Prior to any disbursement or the issuance of any commitment documents 
for credit, the Cooperatins Country shall furnish, in form and substance 
satisfactory to A.I.D., eVldence that INVA has made arrangements to contract 
for: 

(i) professional services of an I~rvA/AID Project Coordinator; 

(ii) technical services to prepare the bookkeeping and Basic 
Construction Techniques courses, and; 

(iii) the services of the Material Production Teams. 

f. Special Covenants 

The Cooperating COtmtry shall ~f)venant that, except as A. I.D. may 
otherwise agree in writing, it shall: 

(i) grant the A. I.D. funds to INVA; 



(ii) maintain the level of the Credit Fund at no less than the 
equivalent of $1.5 million during Project Implementation; 

, 
(iii) provide .$200,000 per year for sublending capital to INVA for 

five years after the Project activi tie~,: are complete; 

(iv) cause INVA to obtain A. LD. approval in writing prior to 
qualifying each intermediary for partici~ation in the Project. 
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The rural population of Honduras is poorly housed. This 
conclusion is demonstrated by several studies. The Honduran Population 
and Housing Census of 1974· shows that over 22% of all rural inhabitants 
live in one room houses ~lile 51% have two room shelters, leaving only 
27% of all rural inhabitants occupying a house with more than two rooms. 
With an average family size of 5.7, the average rural house has 2.6 
people/room compared to 2.1 people/room in urban areas. 

The Census shows the following characteristics of rural housing 
in Honduras: 

Structure ~ Occurrence 

Roof clay tile 54% 
thatch 30% 
ti.n roofing 14~ 
other 2% 

Exterior walls mud or adobe 46% 
cane or sticks 12% 

Floors dirt 83' 

A recent study conducted for the National Planning Council 
(CONSU~) indicates that only 30% of the rural population have easy access 
to some type of water system, while only 18% are provided with latrines or an 
alternative human waste disposal system. These figures correlate with some of 
the worst health indicators anywhere in the Western hemisphere. The infant 
mortality rate in Honduras is 103 per 1000 live births, and it is estimated 
that 80% of children WIder five years of age suffer from sane degree of 
malnutri tion. Gastrointestinal illnesses are CODDOOn, with some 24.4% of 
infant deaths attributed to diarrhea. The contrast between rural and urban 
health conditions is notable. The general mortality rate in 1977 was 
16.5/1000 for rural areas compared with 9/1000 in urban centers. These 
indicators are considerably worse than the acceptable norms for a developing 
country established by the WHO. 

The prevalence of inadequate and unhygienic housing in rural areas 
is due to a number of factors. Low incomes and the customs traits of rural 
Hondurans have led them to place little emphasis on improving their housing. 
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Likewise, the GOH's preoccupation with concerns such as production, education, 
and health, which up to now have had higher priority, has resulted in minimal 
government attention and resources being devoted to improving rural housing. 
Institutional mechanisms for providing assistance have not been developed, and 
only those rural residents who had family savings or access to informal credit 
mechanisms have been able to improve their housing. 

B. Demand for Improved Housing 

bnprovement in income for some rural families, improved 
communications, and other factors have led increasing numbers of rural 
residents to desire improved housing. This is evident in requests for 
assistance to GOH institutions and PVOs, and the warm r~ception given to 
ongoing small-scale housing assistance projects at the canmunity level. The 
desire for this assistance is most evident in areas where the development 
process has begun. The incorporation of incr~asing numbers of families into 
the market economy, scarcity of some former I} ~eadily available materials, 
tmproved communications, rising expectations, Jevelopment of cemPesino 
pressure groups for the purpose of gaining re~ources and engag1ng in self 
improvement, and the resulting desire for better living conditions all playa 
part in promoting a demand for housing ~ssistance. Furthermore, increased 
incomes, or the expectation of same, make borrowing fui,' investment in housing 
improvements thinkable and desirable. Rural families have demonstrated their 
interest, where assistance has been IJffered, by both applying for loans and 
carrying out self-help improvements. Where well conceived and planned 
improvement programs have been carried cut, loa.'1 repayment rates have been 
acc~ptable. T1;U5 although it may be ~r2~.j;:.::acL; ~o expect rur;!l families to 
conmit themselves to a 20-year mortgage for ;1 finishd hcuse, it is .... ·ithin 
their nomal cultural patterns and fi.nancial possibilities to repeatedly 
borrow and pay back small amounts of money in oruer to carry out small 
incremental improvements in their homes. 

C. Rural Housing Improvement Programs 

1. GOH Efforts 

As indicated below, only negligible investment fran the public 
sector was assigned for rural housing before 1979. 

* 1/ 

Public Sector Program for Rural Housing Construction and 
Improvements, 1974-1978 17 

Year 
"m4 
1975 
1976 
1977 
1978 
1979 
No reliable data 
Source: CONSUPLANE, 

Number of f-J.ousi.TlS Units: 
Constructed Improved 

3 iIIi 

632 * 
208 * 
826 * 
10 83 
o 547 

Housing Department. 
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This investment was realized through several GOH agencies: 

a. The National Housing Institute (INVA) was created in 1957 
to administer and supervlse low-cost houslng proJects financed through the 
public sector. I ts main acti vi ty has been the construction of urban houses, 
with sane 3,550 units constructed between 1974 and 1975. It has had sane 
experience in rural housing and urban hane improvement. Following Hurricane 
Fifi (1974), INVA constructed or supervised the construction of 975 rural 
houses for organized farm groups. These houses sold for $500 each and were 
partially financed with A.I.D. Loan 5ZZ-W-OZS. INVA has provided financing to 
over SOO individual urban hane owners for hane improvement loans. 

b. The National Social Welfare Board (JNBS) was organized in 
1955 to coordinate and assist Ln the implementatlon of activities and programs 
related to the protection and social assistance of the individual family and 
communi ty. Its rural shelter improvement program consists primarily of 
providing construction materials for cement floors, reinforcement of existing 
walls, and new roofing. The projects are tmdertaken by cammmity groups 
through self-help participation. The JNBS provides materials, and skilled 
labor when necessary, to the camnmities on a grant basis. Since 1974 the 
JNBS, with UNICEF financing of $50,000 per year, has assisted rural families 
wi th hane improvements • .!! After Hurricane Fifi, the JNBS, working in 
coordination with several PVO's, provided housing for 700 families with ftmds 
from a special UNICEF Grant. 

c. The Ministry of Health (IDH) has pranoted housing 
.;.......-.,...· ... ··~.,.,13,.,+ t"' ....... I--.tV-!... ;"""~ ~.":"I:.:i, .... :·~!-·~-!cn T'J"og-"'" (-",-..--_1"'\ ""'hl·S --ocrram ...... __ ..... _ •• ~ ~'. ___ .:='. _________ ......... ~ __ J. .... ~ ....... ~.\..,..:Jr_"'\.) • .I.. tJJ.,.,6 , 

e5t~Dlished in 1974, is centrally £unded by the ~·£H and implemented by rural 
health pranoters working at the village and municipal le,rel. The M)H provides 
surplus building materials and supervision for home improvement to village 
volunteers who work on well and latrine construction projects. 

d. Integrated Approach. The ooH recently initiated a 
$500,000 pilot rural home improvement project. The Project is coordinated 
through the mili tary, and is being implemented by the Ministry of Natural 
Resources' Good Housekeeping Progr3.1l and the JNBS. Under the project hane 
improvements averaging $150 per dwelling are planned for approximately 3,300 
houses. Improvements include concrete flooring, roam dividers, reinforced 
walls, and tin roofing. To date, the Good Housekeeping Program has caupleted 
one pilot project consisting of assistance to 40 families. An additional 14 
communities, with a total of 400 families, have been authorized for home 
improvements. 

Z. PVO Response 

a. Catholic Relief Services/CARITAS has an ongoing project 
which has demonstratea 'the viablllty of loan flnanclng home improvements in 
rural areas. In 1979 CARITAS created two rural housing ftmds totaling 

y These llDprovements are not included in the above Table as the JNBS was 
unable to provide data on number of families assisted. 
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$100,000. The rural housing activity is part of a larger program which begins 
with the social formation of the farmer, and complements CARITAS' community 
development efforts. Although the project i~ coordinated through a central 
office, its form varies greatly from region to region depending on the felt 
needs of the participants and the area promoters. 

CARlLAS works only with families willing to form housing 
committees. These committees are responsible for deteI~~~~g which families 
have the economic means to participa~e in the program, and the annual 
disposable income of ~ach family which can be used for home improvements. 
Since the borrowers are mostly small farmers receiving most of their income at 
harvest time, the collection system is geared to those peak periods. The 
obligation of collecting is left up to the local housing committee, which in 
turn pays the CARITAS regional office, not the promoter. The assistance is 
provided 'in the form of construction materials rather'than cash, and the loans 
have a relatively short payback period of from 12 to 18 months. In addition, 
each group must pay 20% down before any construction materials are delivered, 
and is expected to pay 40% after the first harvest, and the remaining 40% 
after the succeeding harvest. No interest is charged, but a ZO% penalty is 
added if a participating family fails to pay an installment within the agreed 
term. After aU the home improvement loans wi thin a canmnmi ty have b.een 
repaid, CARITAS follows with a second or even a third phase, which allows the 
initial group of families, and any additional families who wish to join, the 
opportunity to take advantage of further housing credit to continue improving 
their shelter~. To date, over 5,000 loans averaging $75 have been made for 
home improvements. Repayments have exceeded 90%. 

0. C.i.-:-.j',;..;~,:) Unions - TI'.e ~.:ticnal Association of Honduran 
Campesinos (~~CH), a major ag~arian reform organization has one of the 
agencies which assisted I~1~~ in selecting and prequalifying eight of the 
organized farm groups totaling over ZOO families that participated 'under the 
A.I.D. Rural Shelter Loan (522-W-OZ8). ANACH now has a program for promotion 
of rural shelters. Member groups can purchase basic building uaterials at 
subsidized prices through the central ANACH office in San Pedro Sula, and 
ANACH provides skilled laborers to act as instructor/supervisors during 
construction. This activity has been initiated in the north coast area, where 
ANACH is assisting two model groups totaling 41 rural families. 

c. FrB:OVIL - The institution building component of the 
A.I.D.-financed Cooperative Housing Loan (SZZ-H-Oll), which was implemented 
from 1965 through 1969, assisted in the creation of the Federation of Housing 
Cooperatives (FEHCOVIL). Since its creation, FEHCOVIL consistently has 
provided low-cost housing in urban areas, but has provided basic shelters 
within a few of the agrarian reform communities. These rural projects were 
implemented in 1975. A total of 62 units were constructed using self-help 
techniques. FEHCOVIL requires that all communities form housing cooperatives 
before providing assistance, and it has an excellent record with collections. 

3. Planned Future GOH Efforts 

In recognition of the dimension of the problems and lack of 
attention to date, the GOH is planning to increase dramatically its efforts in 
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rural housing over the next fOUl' years. Table 1 indicates the goals set for 
INVA and JNBS as p~rt of the present five-year plan. In a time of budgetary 
stringen~/, the iarge planned increase in housing expenditures is a clear 
indication of the seriousness with which the GOH views the problem and of the 
priority assigned to resolving it. 

TABLE 1 : 
nternal an 

($000) 

1980 1981 -
INVA (new) 50 300 
INVA (Improvements) 115 1,000 
JNBS (Improvements) 500 300 

totAt 665 1,600 

D. Rationale for A.I.D. Support 

1982 

450 
4,000 
1,000 
5,450 

1980-1983 

1983 

450 
4,300 
4,000 
8,750 

A.i.D.'s role in supporting efforts to improve rural housing is based 
on several reasons. 

-
First is the cornplementari ty between investment in housing and other 

A.I.D. supported programs. Perhaps the most direct link is to health and 
environmental sanitation efforts, which at present are supported by ~runicipal 
Development Loan II (522-0165), Rural Water and Sanitation (522-0166), aLd 
cccEL3ional SDA c:ctivities, ~~nr of the ~;ea1th problems ,.;hich affect rural 
families are attributable to the' conditions of their d1,:el:ings. Animals, 
especially pigs and chickens, frequently wander in and out of open doors. The 
dwellings are overcrowded; lack privacy; are unsanitary; and offer habitats 
for insects and rodents. The traditional roofs and walls found in a large 
percentage of rural houses, while offering basic protection from the 
environment, are poor barriers against disease vectors and pathogens and in 
fact harbor them. The thatched roofs are infested with a variety of insects 
including the insect which transmits the feared Chagas disease. Dirt floors, 
which are difficult to clean adequately, provide moist areas conducive to the 
growth of parasite larvae and fungi resUlting in the transmission of diseases 
to barefoot children. Space is used in common for food preparation, sleeping, 
and other activities, and the absence of sanitary facilities can negatively 
affect family attitude and health. Consistent and steady improvement in 
health status will only come about as a result of orderly and progressive 
improvement in housing, education, health, environmental sanitation, income, 
and other areas together on a community level. Little improvement in health 
status will result from the cementing of floors if children will still get 
parasites by walking barefoot outside. Conversely, if other DDprovements are 
made and housing is still inadequate and infested with vectors, progress in 
health will be limited. Thus, the housing improvement mechanism to be 
developed through this Project will contribute to improvement in the health of 
rural Hondurans. 

Second, improving rural housing is a logical next step in supporting 
the GOH's rural development efforts. Ongoing and planned programs in 
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agriculture, health, and education are improving incomes, opporttmities, and 
selected aspects of living conditions for increasing numbers of rural 
residents. A.I.D. is providing and will continue to provide substantial 
support for these major program thrusts. At the same time, the orderly, 
progressive development of rural areas requires attention to the second 
generation problems such as housing, energy, and technology. The Mission has 
developed, or plans to develop, appropriate institutional mechanisms to ensure 
thaa.~.start is madi in these areas. Housin~ is important to improved living 
con 1 lons tor rura tionalirans and lS necessarily part of a conprehensive 
support package for Honduras' rural development. 

Third is that the Project has certain irmovative aspects which should 
increase A.I.D.'s and the GOH's knowledge of methods for improving rural 
housing. Previous projects, in Honduras and elsewhere, have not been very 
successful. This Project has been designed based on moderately successful 
models, and takes into account the mistakes of the past. Approaching this 
difficult area a more realistically increases the chances of success and the 
possibility of contributing to the Agency's knowledge of rural housing 
development. 

A final reason is the fact that the GOH has became increasingly 
concerned about the level of tmrest in rural areas, and has therefore made 
housing improvement a high priority in part to provide tangible and material 
i~?rovement in living conditions to rural residents. Assistance to it in 
accelerating that effort and in achieving a program likely to be sustainable 
at reasonable cost is in the interest of the United States Government, which 

- . d f' '1..1' , l' , d" 'th ~ 150 <;ees t::: nee or t::.~;~.) ... e l!!!pr~v~·?r:t IT! _: '.',!1g con 1 tlons ln .e near 
-cenn a.5 neC::,532.ry to Stzppc:t th~ 1:::'·':"~.3i ticn to a ,:.=:nocratically elected, 
moderate goverrJnent. This particular rationale is based on the probability of 
achieving near and medium term social benefit to A.I.D.'s target group. 
However, ollr concern for longer term development impact has guided design of 
the Project, whose activities will be concentrated in areas that are more 
highly productive; will assist stable families; and will complement ongoing 
cammmi ty development programs and acti vi ties. 

&@1rm~ 
.n~ID~ . 

I1C 
. ,", '1.',\ 1'\'7 
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The Goal of the Project is to provide healthier and more canfortable 
living conditions for the rural poor. For instance, it is expected that the 
incidence of Chagas disease and other health problems will be reduced among 
the approximately 120,000 Project beneficiaries (approximately 18,400 rural 
families). In addition, housing quality indicators, such as the number of 
persons per roam and the percentage of houses with solid floors, should show 
significant improvement for the beneficiaries in comparison to the rural 
population taken as a whole. 

The Purpose of the Project is to establish a system for the 
sust...ined ~rovement of housing conditions for the rural poor. By the end of' 
the Project, the National Housing Institute (INVA) will have developed its 
capacity to provide technical and financial assistance to intermediaries, such 
as private voluntary organizations, cooperatives, and other Government 
i~stitutions, which serve as housing improvement sponsors and facilitators in 
Honduras' rural areas. It is expected that at least five of the 
intermediaries that participate in the Project will have decided to continue 
and to expand their hane improvement programs as a resul t of their successful 
experiences under the Project. Finally, the credit program initiated under 
the Project will have a total portfolio of over $1 miJlion and be capitalizing 
at a rate of 2% per year. 

B. Tar~ei: Grouo and P. Jiect :- _ 'l.teI!Y 

The target group for the Project is the approximately 280,000 
families with below median income who live outside of the urban areas of 
Tegucigalpa, San Pedro Sula, and La Ceiba. Reaching these families with 
assistance in housing improvement is an extremely difficult task. In general, 
these people do not have access to institutional sources of credit, and, when 
they do borrow, prefer to limit loans to small amotmts and short payback 
periods. For some, housing is not a high priority investment -- it is largely 
something to be attended to, if at all, after other more basic needs, such as 
food, clothing, and productive pursuits, have been met. Despite these 
attitudes, the experiences of several small-scale programs described in the 
background section show that housing improvement programs can be sll:cessful if 
they are developed with an lIlderstanding of these attitudes and promoted by 
people and institutions that have geed reputations and are known to target 
group families through previous work in the cOJl'lD1.D'lity. 

The strategy for the Project has emerged fran these considerations. 
In order to develop a system for sustained housing iqJrovement, sponsors known 
to the cODlllUJ1ities and willing to work with them at the comunity level are 
essential. In any case, the small loan sizes would preclude direct lending or 
administration by large organizations, sll:h as INVA and private or public 
hanks, as they would find such a venture highly unprofitable or demanding of 
too much ttme and effort. In contrast, the private voluntary organizations 
and GOH community development programs are relatively low-cost operations, but 
their level of accotmtabilility to financing sources often has been less than 
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the minimum necessary to enable them to qualify for more than occasional small 
donations. The Project's strategy is to make greater resources available to 
those agencies willing and able to demonstrate financial responsibility and 
accountability, and to help them to increase their activities in housing 
improvement as they demonstrate greater responsibility and accountability to 
the funding source. The Project design includes incentives for the 
intermediaries to encourage them in this direction. 

The financing source will be INVA. Although this will be INVA's 
first experience as a secondary-level financier for rural housing improvement, 
its recent progress in establishing itself as a developer of low-cost housing, 
its so far successful experience with an urban housing improvements project 
and its willingness to create the necessary institutional infrastructure for 
this Project bode well for its success in this venture. 

C. Project Activities 

1. Stmmary 

The Project consists of two activities: Home Improvements and 
Institutional Development. ENVA will create a Project Coordination Office 
(POD) which will contract with private voluntary organizations and other 
intermediaries to sponsor home improvement programs for target group members. 
The intermediaries will make home improvement subloans to individual and 
sO'.idari ty group borrowers, collect the subloan repayments, and use the 
collections to make additional heme improvement subloans. The Project will be 
finc.r.-::::2 ~?:::'r1 . .'. .. I.:-':. !...',_r -::.3 million, an A.LD. Grant of ~':vJ,OOO a.~J 
host country contributions estL'":l<lted at $900,000. It is expected that O'i~r 
13,600 subloans at a total cost of $1.5 million will be made with the first 
use of A.LD. Loan ftmds. The remaining $800,000 of Loan ftmds will finance 
institution building activities for INVA, the intermediaries and participating 
cormmmity groups and a small amotmt of call1lodities for INVA. The $200,000 
Grant will financ~ the services of an INVA/AID Project Coordinator and short 
term technical assistance. INVA will pay all of the administrative costs not 
already included in its budget and not financed by the interest earned on its 
loans to intermediaries. These costs are estbnated at $300,000. The 
borrowers will contribute their down payments and self-help labor, estimated 
at a total of $600,000 to the improvement of their homes. To ensure the 
continued financial viability of the Project, the GOH will ensure the 
maintenance of the investment ftmd level during Project implementation and 
contribute an additional $~OO,OOO annually in sublending capital ~o INVA for 
five years after the Project activities are completed. 

2. Home Improvements 

a. INVA-Intermediarr Relationshi*s - INVA's criteria for 
acceptance of potent~ntermeaiarles are that t e organization must: 
organization must: 

Have an existing rural development delivery mechanism in the 
communities in which it intends to work, 
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Have the ability and willingness to manage a loan collection 
system, 

Have legal status Cpersoneria juridica), 

Be willing to accept responsih;lity for repaying its loans fran 
INVA, if called on to" do so, 

Demonstrate acceptable managerial competence and administrative 
procedures, 

Have a good reputation among the target group. 

MOre detailed criteria for each of the above are included 
in Annex H.I. Intermediaries which want to participate in the Project will 
contact INVA directly. The PCO will evaluate the intermediary's capability 
based on informal discussions and a review of the organization's operating 
procedures, staffing, logistical capability, and bookkeeping practices. Where 
the organization's capabilities do not clearly satisfy the above criteria, PeO 
staff will work w5.th the orgardzatlon to help it qualify as an intermediary. 
It is quite possible that some potential intermediaries will not be willing to 
make the effort, and will eliminate themselves from consideration. For those 
intermediaries accepted by INVA, an initial allocation of funds will be 
approved, based on the number of communities in which the organization expects 
to work during a two-year period. The amotmt may be increased (or decreased) 
by I;\VA subsequently based en the interr.:ediary' 5 performance, plans for 
ex:- .. :' s i\.7l .~ ..... : '! ':.-: ; "1:3 hi 1 it)! .:: :·'...T.cs. 

The inter.medi~ries ~cccpted by I~~TA will sigrl a formal 
agreement (See draft in Annex H.Z) governing their participation in the 
Project. The agreement form provides for a flexible implementation 
arrangement whereby INVA agrees to lend a certain amount to the intermediary, 
and sets forth certain limits which must be observed in making subloans. As 
long as INVA is satisfied with the housing improvement activities of the 
intermediary, repayment will not be required and the loan amount can be 
increased, if warranted, by a simple amendment. 

The intermediaries will pay INVA 5% interest on the 
disbursed balance of their loan. Each intermediary will set up a separate 
bank account for the Project. All disbursements received fran INVA, interest 
payments to INVA, disbursements for Project costs and subloan repayments will 
flow through the bank accotmt. Disbursements of the loans to the 
intermediaries will be made either as advances or reimbursements. INVA will 
make advances to intermediaries based on written requests giving a list of 
communities in which the organization expects to develop activities and the 
estimated financeable cost of the improvements to be made. Reimbursement 
requests will be submitted to INVA acco~anied by copies of signed subloan 
agreements, a list of subborrowers and disbursements on each subloan, and 
evidence that disbursements have been l'eceived by the subborrowers. INVA will 
make all disbursements to the intermediaries within fifteen days of the 
receipt of the requests, and conduct post audits of all transactions. 
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Intermediaries will reimburse ~A for any disbursements 
they have made for ineligible loans or materials and for improperly completed 
improvements which are fotmd in the post audi ts. The loans to the 
intermediaries will remain in effect as long as INVA is satisfied with their 
performance. INVA will have several remedies should it determine that an 
intermediary is having implementation difficulties, or experiencing a high 
rate of subloan defaults, or otherwise not adhering satisfactorily to the 
agreement. It can provide assistance to the intermediary to help bnprove its 
operations; suspend disbursements; declare some or all of the loan due and 
payable, require the intermediary to make no new subloans, and turn over all 
future collections to INVA; and even take over subloan collection 
responsibili ty. The intermediaries will be asked to make best faith efforts 
to ensure loan repayment and pleciJing of assets other than those provided 
through the Project will not be required. 

Project acti vi ties will cODlIlence with six intermediaries 
who already have formally expressed interest in partici~ating·and agreed in 
principle to the model Implementation Contract. These 1ntermediaries are 
CARl TAS , Save the Children FOlDldaticn, San Jose Obrero (PVO), Coordinating 
Group for Development Resources (ACORDE), the Federation of Savings and Loans 
C09peratives (FACACH), and Meals for Millions (MFM). All of them are private 
voluntary organizations. Additional organizations, includinJ GOH 
institutions, may enter the Project at any time, subject to INVA and A.I.D. 
approval. 

b. Interned; aries-Beneficiaries Relationships - Up tmtil n.ow, 
C.',,",TT'C: '1'"'5 l... ....... _ - .. -! ....... -~ .. _- .... -- (!'.~ ..... ~ ··""!Cw.l -~ .6.r,- or::Y"lT"'ll'..,'l·; )-- "'~l; -~ ~~", ...... \."'\...1.J..~ 1..A LJI;;.t.:.t.&.".; ... ;.~_._ \.. .''': ..... ..: ... .J .......... ___ ~r '-~ L~.'::' _::,~" _",.I..LL1 • .:J IU .... \....l.L 1U.a..~ 

--\~."'''''''''''.:,~ ,.t""\,.:..~,~.:: .. .: ..... "\~.:.'''O:'~~~- ~':""\ -,· ..... ~1 I'':~ ... ::..''':.'': -; ".'.-.,~,-: • .,~ T ... - ':::"C-"'SS l'S ..: •. ~ .;:).l .• n ..... ....:llr."..L ........... J.""'''''''''' ....... o ..1. .... ~J.v.'" ..• .u.t:! ... .Ir. .... ..1..i..L "' ...... ___ "-' __ u_ .......... _ .... ___ • _ .... .:::: _ ..... __ ' .. L..Io .... 

to long years of working in community development and to the knowledge about 
campesinos that this experience has provided. Thus, although each 
intermediary will be free to work in its own way, we expect their operations 
to be similar to CARlTAS', and the Project will encourage that by involving 
CARITAS personnel in training the employees of other intermediaries, and by 
incorporating key elements of CARlTAS' approach into the Implementation 
Contract which each intermediary will sign with INVA (See Annex H. 2). 

Generally intermediaries will organize or work through a 
local housing ccmni ttee or ~atronato organized and nm by target group 
members. The committees wi 1 1dent1fy which community members want to improve 
their housing and when they are ready to be helped; and will develop, with the 
assistance of the intermediaries, rough cost estimates of the housing 
improvements desired. The cammmity members will select from among themselves 
groups of at least five people who agree to be jointly and severally liable 
for loan repayments (solidarity groups). CARlTAS' experience with repayment 
from solidarity group loans has been excellent, and similar results have been 
doc1.lllented wi th solidarity groups in El Salvador. Cammmi ty members with 
mortgageable property (e. g. lana title) will be allowed to apply for loans as 
individuals. 

The housing committee or patronato will collect payments 
from the interested cammmi ty members tmtil a down payment equal to 20% of the 
estimated cost of the improvements has been raised. The intennediaries will 
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then collect the down payments, bring in the materials needp.d for the 
tmprovements, and sign repayment agreements with the individual and solidarity 
group borrowers for the amounts it is financing. During constroction, the 
housing camnittees will organize urutual self-help efforts. At times specified 
in the repayment agreement, the committees will collect the repayments from 
the C011lIttmity members, and remit them to the intermediaries. In general, 
beneficiaries will be required to payoff existing loans before becoming 
eligible for new financing. The intermediaries will be responsible for 
attempting to in~use new life into any cummittees which fall into a state of 
sonmolence. 

c. ~ical ImproVei!!ents - The kinds of improvements which will 
be financed under ~Project, and th~ estimated cost of materials for a 20 
square meter house are shown below: 

ITIM 
Concrete Floor (cap, 10 em. thick) 
Fired Tile Floor 
Fired Brick Floor 
Cement Fiber Tile Floor 
Asbestos Roof 
Cement Sheet Roof 
Galvanized Sheet Roof 
Clay Tile Roof 
Pan Tile Roof 
Roof Trusses and Cross Supports 
Lt.m::~:- PTe5er'.ra.:l·~~~ :\. ':~~i::\:;rl: 
Stabilized Soil block. i\'a.i..is, Entire HOUSe 
Concrete Block Wall, 5 m. wide x 2 m. high 
Concrete Block Wall, Entire House 
Reinforced Adobe Walls 
Door Frame 
Window Frame 
Window Shutter 
Wooden Door 
Screens, 2 Doors and 2 Windows 
Room Divider 
Exterior Plaster, Entire House 
Lorena Stove, Installed 
Lorena Stove, Materials 
Rain Water Catchment 
Water Sealed Pour Flush Commode 

Estimated Cost ($) 
55.00 
22.40 
25.00 
14.40 

180.00 
90.00 
94.40 
90.00 

236.00 
200.00 

~.oo 
li6.CO 
44.00 

176.00 
41.60 
6.00 
3.00 
6.00 

11.00 
16.00 
27.00 
32.00 
30.00 
18.00 
55.00 
14.00 

In addition, financing may be provided for basic furniture, soch as beds, 
chairs, tables, sinks, and shelves, and for fencing around the house. 

MOst of these improvements will be affordable by very poor 
rural families. A few will require family incomes slightly higher on the 
income distribution scale. The controlling factor in which improvement or 
combination of improvements can be financed will be the subborrower's ability 
to pay. The affordability question is discussed in detail in the Social 
Soundness Analysis. 

http:Floor22.40
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d. Eligible Subborrowers - Individuals and families who live 
in one or two room houses (exclud1ng covered storage areas and outside . 
kitchens) in rural areas will be ellgible subborrowers. We believe that thlS 
criterion provides a reasonable test of income. To require a more rigorous 
selection procedure, such as income checks, would be too difficult for the 
probable intermediaries. Furthermore, the high costs of carrying out the 
income checks in relation to the loan size probably would upset the financial 
viability of the Project. For purposes of this Project, rural areas includes 
the entire country except for the urban areas of Tegucigalpa, San Pedro Sula 
and La Ceiba. It is expected that the majority of beneficiaries will live in 
communities that are already part of the country's more productive areas. The 
problems of getting materials to remote areas and isolated communities (high 
transportation costs, roads too small for trucks) and low prevailing incomes 
make the feasibility of housing improvements in these areas doubtful. 

e. Subloan Terms and Conditions - In developing subloan terms 
and conditions, INVA and the Mission have tried to balance our concern for the 
financial condition of T:NVA, the intermediaries, and the beneficiaries, and to 
allow for different modus operandi on the part of likely intermediaries. We 
believe that the following terms and conditions meet these criteria: 

Terms and Conditions 
Minimum Borrower DOwnpayment 
Maximum Interest Rate 
f.fa."(imum Individual Subloan 
~~ximum Solidarity Group Subloan 

,r"O(l°""'- .,"'P~\"'O" - '- ..,--~ ,0 1 .'.I.J,. .. "'''' . .4.1'' oIo\',-, alll':'';;'''~ !,#.;,. .L. .... u 
Maxtmum Grace Period 

Limits 
20% 

20t/yr. 
$500 

$300 x No. 
of ~,'e:nbers 
"36 rr:cnths 

o months 

Probable 
20% 

15%/yr. 
$250 

S110 x No. 
'Jf ~1embers 
lS months 
a months 

The Project costs and analyses are based on the probable 
terms and conditions shown above. The limits have been included as an 
indication of what would be acceptable in the case of any specific 
intermediary. The above terms and conditions may be modified during 
implementation. 

f. Subloan Guarantees - Individual subborrowers may be asked 
to provide collateral of up to 100% of the loan amount. Following the 
principle of peer pressure as the major factor in ensuring repayment of 
unsecured loons, solidarity group subborrowers will simply agree to be 
collectively responsible for the entire debt of the group. It is expected 
that this normally will be evidenced by their jointly signing a single subloan 
agreement. This mechanism also should contribute to ensuring that the great 
majority of beneficiaries are stable families. Few target group families will 
want to accept newcomers or unreliable persons into the group. 

g. Financeable Items - In general, subloans will finance 
construction materials, tools, and transportation of tools and materials not 
locally available. As all construction will be done through self help, no 
labor costs or locally available materials such as sand and gravel will be 
financed. Intermediaries will be allowed to add a loan origination fee to the 
amount financed. This fee may not exceed 25% of the subloan amount (which is 

4 
i 

http:inondo.to
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equivalent to 20% of the total cost of the improvement). The loan origination 
fee is intended to allow the intermediaries to quickly recover their promotion 
expenses. 

h. Use of Reflows - The intermediaries will use subloan 
reflows for making additional loans to benefi\~~ries, and, should the 
circumstance arise for repayment of its loan and interest due to INVA. 

I'I'B1 

i. Budget - The budget for this activity is as follows: 

($000) 

AIDLDAN 
1,500 

1,500 

coU1UN­
TTIES 

375 
225 
600 

IDTAL 
1,500 

375 
225 

Z,100 

3. Institutional Development 

In order to achieve the level of housing llnprovements projected 
above, a concerted and cooperative effort will be needed by INVA, the 
intermediaries, and the beneficiaries. The institutional relationships 
between these different actors have been designed to ensure that each plays an 
appropriate role in implementing the Project, given the nature of the tasks 
and the li~itations inherent on each of the parties. These relationships will 
ce "-?':-:: --:: "=,:,,,;:.-:.~:h :'-~~-::.::;~~t"1tion c: :1~·~ i::~~: ~~ti('~~l :~e'.T-=l,;,....-~~t t::1Z:~:s 
,4"'---l·l.. e d·;.."'l .... ·• Tho 1:"eas i'n \"j'li"'f]' ,-] . .3 ,." •. ,.,.,:":~:"" ••• :: -",,:.', c··~ t··,,,, pntl'tl"~S y\,;;; .. :u ... .L u ""'-' ""I". .1.~l_~. • ..... ! l,. 1'-' -~t""- .... .J..L..L. ....... ;, "' .. v.......... J.. _ ... _ .. ...... 

will be strengthened through the Project are also discussed. 

a. Promotion of the Pro'ect with Potential Intermediaries -
INVA's Project Coor Inatlon Ice WI e responsl e or stnn~:ating 
interest of potential intermediaries in participating in the Project. The 
Project has been discussed in detail with sixteen potential intermediaries, 
and so far six have agreed to participate in the Project. Follow-up wjth the 
remaining ten is needed; and, in order to ensure the widest possible access of 
the assistance to the target group, additional organizations should be 
contacted. Furthermore, difficulties are sure to arise during implementation 
and special efforts will be required to keep intermediaries who are performing 
well in the Project. 

b. Supervision of Housing Improvement Activities - Supervision 
of housing tmprovement actIvItles will be carried out by the key field 
personnel of the pca. There will be at least five rural housing technicians 
included in its staff. These teclmicians will be assigned to specific regions 
of the country, and will spend at least 60% of their time in the field. At 
the outset of the Project, they will receive special training in bookkeeping 
and supervision of simple construction tasks. The technicians will be 
responsible for such tasks as: 

attending promotion sessions carried out by the intermediaries; 
observing the construction of improvements; 
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reviewing materials purchasing practices; 
reviewing loan disbursement requests (INVA to intermediary); 
auditing records of collections, the use of sub loan reflows, and 
the intermediary' s b~k accotmt for Project ftmds; 
assessing training Heeds and the effectiveness of Project ftmded 
training courses for r~ity members and the intermediaries' 
employees; and, 
advising the POD director and INVA management when additional 
assistance to the intermediary is desirable, and when further 
investigation and actions are needed to ensure adequate Project 
implementation. 

c. Training and Technical Assistance - It is expected that 
INVA's technicians, the personnel of same of the intermediaries and the 
beneficiaries will need technical assistance in several a~eas to enable them 
to carry out the Project effectively. These areas ar,: improved management 
and bookkeeping practices, construction techniques, and local materials 
production. INVA will be responsible for ensuring the provision of thi~ 
assistance by: contracting with a consulting firm to develop course materials 
for management improvement and bookkeeping systems; training the rural hOUSing 
technician~ in the use of these materials; contracting for development of a 
video tape course on basic construction techniques; and contracting with the 
Professional Formation Institute of Honduras (INFOP) for training services in 
both basic construction techniques and local materials production. INVA will 
purchase the necessary hardware (video tape equipment, generator, etc.) which 
NiH b~ ::eeded to nn:..-i.:ie the tr:li~i~~. TI~e rural housing t~hnicians ,<{ill be 
responsible for s.:i':e~~li.~g c~e trainir.g courses :::-:.~ ':C":'!':i!"'.:::::'.S ~~':' l.lse of 
Project harcrNare. 

Three kinds of training will be carried out tmder the Project: 

i. Management and Bookkee*ing - Some of the 
intermediaries may be weak in one or both of t ese areas. During Project 
implementation, INVA, possibly with the assistance of CARItAS, will offer one 
week courses in these areas using the course materials developed by a 
consultant. It is expected that a total of seven courses will be offered. 

ii. Basic Construction Technigues Trainin~ - Since the 
self-help nature of the Project means that labor will not beinanced, some 
training in basic construction techniques will be needed at all levels -- INVA 
technicians, intermediaries promoters, and beneficiaries -- to ensure that 
improvements are properly carried out. During Project bnplementation, INFOP 
will be contracted to provide training in basic construction techniques for 
INVA's rural housing technicians and approxtmately 160 promoters of the 
intermediaries. It is expected that approximately eight such courses with 
15-20 participants each will be offered. INFOP has agreed to provide these 
services. The promoters, in turn, will use the video tape course and 
equipment to provide training for cammmity groups in the same subject. 

iii. Local Materials Production - During the last year, 
INVA, with financial and techriical assistance fran the Industrial Development 
Center (CDI), formed a local materials production tmi t. This Unit, which was 
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financed through A.I.D.'s Rural Technologies Project, provides assistance in 
developing and promoting the use of low cost, locally made materials in 
response to COD'DTIlD'li ty requests. Examples of materials already developed 
include: light weight roofing tile; a thick, sturdy brick which requires less 
expensive lime mortar; inexpensive cement roofing sheets; and stabilized soil 
blocks for walls. Instead of expanding the materials production unit to meet 
Project needs, INVA will contract with INFOP to provide similar services to 
the intermediaries and benefitting cammlD'lities. By contracting INFOP, INVA 
will be able to concentrate on its major responsibilities, minimize its costs 
and create the needed capability within an institution that can continue to 
support it after the Project ends. It is anticipated that INFOP will form 
three teams, each consisting of a skilled laborer and an assistant and having 
its own transportation, tools and equipment to provide the needed services. 

These training activities and their costs are discussed in more 
detail in the Technical Analysis. 

d. PeO Staffing and Administrative Functions - The PCO will be 
the GOR's Project accolDlting station. It will assemble documentation needed 
to request disbursement of the A.I.D. Loan, receive and accolDlt for such 
disbursements, and in turn make all disbursements to the intermediaries and 
other providers of goods and services. In order to carry out adequately its 
function and its above responsibilities, INVA and the Mission have agreed that 
INVA will need the following minimum staff: 

1 Office Director 
1 .;bir:istT:l.t:":~ Officer 
1 Accm.mtant 
"5 Rural Housing Technicians 
1 Allditor 
1 Secretary 
1 DrivGr!Messenger 

INVA plans to fill the first three positions with current 
employees and hire the others. In addition, a second auditor may be needed 
starting in the third year of implementation. INVA's additional operating 
costs attributable to the Project and not covered by interest income will be 
cOlDlted as a counterpart contribution. These costs are esttmated at $300,000 
during the plarmed five year irrq>lementation period. A Grant funded INVA/AID 
Project Coordinator will be contracted by A.I.D. to ensure smooth Project 
irrq> 1 ementat ion. Seven vehicles will be purchased for the PeD at a total 
estimated cost of $84,000. 
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e. Budget - The budget for this activity is: 

($000) 

I'mi 
AID INVA TOTAL 

Loan Grant 

Course Pr~aration: 
Consultants to prepare Managementl 

Bookkeeping and Video Courses 12 12 

Preparation of Construction 
Techniques Course and 10 copies 52 52 

Training: 
Management/Bookkeeping Courses 16 16 

Basic Construction Techniques 229 229 

Materials Production Teams 355 355 

Operating Costs: 
Ad ..' 1 FCG ~ .,. 11 3CO 300 

Oltlona vperaclng ~ost5-
Vehicles 

84 84 

INVA/ AID Project Coordinator 164 164 

Evaluation Assistance 
24 24 

Contingencies/Inflation (15%) 64 64 

Activity Total 800 200 300 1,300 

1/ Not covered by interest income. 
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III. PROJF.CT ANALYSES 

A. Technical Analyses 

1. Technical SPi7ification and Costs of Illustrative 
ImProvements: 

Most rural dwell ings are built by their owners. They are 
rudimentary structures whose prima1"Y ftmction is to provide protection fran 
the elements. The size of such shelters are restricted by the locally 
available materials and the tmderstanding that exists within a community on 
positioning and stabilizing heavy uncut poles to support the roof structure. 
As a result of stx:h limitations a twenty square meter (ZO Ml) single roan 
dwelling is the approx~te size of an average low incane rural dwelling. A 
description of improvement and expansion options for a house of this size 
follows: 

a. Floors - The need for improved floors is apparent since 
over 80% of all rural dWellin~s have tramped earth floors. A number of 
alternative solutions for improving dirt floors are within the economic means 
of most of the benefiCiaries. Several of the alternatives use materials 
produced locally in many rural cCllll1uni ties. The al ternati ves are: 

Number of Total Cost 
Mlterial Dimensions Units/MZ Cost/Unit $Cost/M2* zom House* 

Fired square tile 20 x 20 em. 25 
Fired bricks . 1.+ x 29 em. 25 
Cement fiber tile 8 x 10 CIn. 125 
Cement cap (plain 

concrete) 10 CIJl. depth 1 

0.045 
f).05 
0.0055 

1.10 

1.12/mZ 
1.25/m2 
0.7Z/m2 

1.l0/mZ 

22.40 
25.00 
14.40 

55.00 

* Costs include only materials brought in fran outside the ccmntmi ty. Labor and 
local materials such as clay, sand and gravel are not included. 

b. ~rovement of Existi~ Walls - 46% of the rural shelters' 
walls are constructe of Diid or adobe. e useful life of these walls can be 
significantly increased by protecting the walls fran filtration of moisture. 
Methods which can be used to iq)rove them are: 

i. Extending roof overhang to a minimized erosion of 
adobe walls; 

11. Plastering the outside mud wall at least one meter 
high at the bottom t? prevent wall deterioration during the rainy season. The 
estimated cost per W! is $ 0.80; 

1/ Sketches of typical improvements may be fotmd in Annex H.3. 



- 20 -

111. Constructins an open drain lined wi th rocks at the 
base of the wall directly below the roof's overhang to reduce erosion caused 
by rain rm-off at the base of the walls. Estimated cost for cement is 
approximately $0.60 per m2• The beneficiary must furnish the rock and 
gravel. 

iv. An outward slope of the window sill will greatly. 
decrease the possibility of filtration. The estimated cost for this 
improvement is estimated at $0.70 lineal meter. 

c. New Wall Construction - For the construction of new adobe 
walls the Project can assist with strengthening the foundation using local 
rocks and cement to ensure increased stability. Rural recipients can be shown 
how to construct such fotmdations using locally available rocks and the cement 
will be approximately $2.00 per lineal meter. Also, solid walls of cement, 
block, brick or even wood can be built. The cost of new wall construction 
will depend on the building materials used. A brick or cement block wall five 
meters long and two meters high costs about $44.00, and for a 20 m2 house 
about $176.00.) 

d. Roofs 

i. CI~ tile: 54% of rural shelters have clay tile 
roofs. A large number of ~ese are in a state of deterioration. To replace 
the deteriorated clay tile for a 20 m2 shelter if 50% of the tile were bad 
would be about $45.00. There are 35 clay tiles for each~. Where the clay 
tiles have been placed improperly, leaks are cammon and often the weight of 
the clay tile e:~:eeds the rec~!"!'!l1ended safe bearing weight of the existing 
woouen trusses. Thus, befe.:::; ::nproving C~Jy tile roofs the follc;'ii::g noms 
should be followed: 

The bearing walls must be strong enough to justify the 
reconstroction of the roof. 

If the distance between the outer walls is such that the 
existing trusses are inefficient or weak, the construction of 
supporting columns and installation of a center cross beam will 
have to lJe tmdertaken before the roof can be equipped with clay 
tile. 

As a result of extensive termite damage the useful life of 
tmtreated lumber, used for the trusses, may be as low as three 
to four years. Such a situation is easy to resolve by merely 
painting all exposed lumber used in the trusses with drain oil. 
The estimated cost is approximately $5.00 for an average 20 ~ 
rural shelter. 

ii. Cement Roofing Sheets 1/: Where clay tile does not 
exist or is not available at a reasonable price an alternative solution would 
be to install cement-fiber sheets. Such material can be fabricated locally, 
and has a longer durable life than clay tile. INVA, as well as a few of the 

1. The cement rooflng sheets will be tested for their durability and stress 
resistance prior to their use tmder the Project. If serious failure (e.g. 
decomposition, shattering or splintering tmder impact or stress) results, they 
will not be used. 
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PVQ's, have experience in fabricating cement-fiber purl ins roofing sheets • 
. The cost for a 1m2 lamina is $2.25. Cement-fiber roofing sheets or clay 
tile require much stronger roof supports than either thatch or tin. While the 
trusses generally can be constructed of uncut poles the cross supports should 
be sawn lumber. The trusses should be debarked and then painted wi th drain 
oil, and the sawn cross supports should be dried for one month then treated 
before fastening to the trusses. Second grade lumber can be used for these 
supports. 

iii. Galvanized hoofiig: Where the wooden cross supports 
are insufficient to support the weight 0 either clay tile or cement roofing 
sheets, or where the participants cannot afford more expensive roofing, 
galvanized corrugated steel sheets may be an appropriate solution. Generally 
20 laminas will completely cover a 20 M2 rural shelter at a total cost of 
$94.40. . 

e. Doors and Windows (shutters) - Doors and wooden shutters 
are subject to rapid deterioration due to bOth weather and insects since they 
are generally constructed with untreated lumber. It is not advisable to 
install a new wooden shutter if the original frame is deteriorated, or if the 
window sill does not have the proper outward slope. The estimated material 
cost to replace the window frame and shutters is as follows: 

i. 

ii. 

Material cost of frame. 
90 em x 110 CIIl. 
Material cost of wooden shutter. 
30 c:n. x 100 em. 
Total cost of W:1:GCh" i1!:d fr.:!i!e 

Door 
Material cost of frame. 
90 CIIl. x 210 CIIl. 
Material cost of door. 
80 CIIl. x 200 en. 
Total cost of door 

$ 3.00 

$ 6.00 
S 9.00 

$ 6.00 

$11.00 
$11.00 

• Costs include sawn lumber, nails and hinges. 

f. Roam Dividers and Additions - In over 40t of the rural 
dwellings facilities for foOd preparation share space with living and sleeping 
areas. Part of the improvement program can consist of providing materials for 
the installation of interior room divisions, or the const~lCtion of three 
additional walls to form a separate roam. The cost of a room divider 
consisting of a wooden frame covered with plywood is $27.00 and the same type 
of frame covered with plastic is approximately $16.50. 

g. Lorena Stove - Over 90t of all rural dwellings use a 
traditional stove Which can be upgraded to be more fuel efficient, and 
incorporate a chimney allowing the smoke to escape from the house. These 
stoves can be constructed primarily from local materials over a block or 
bricks base. When families upgrade their stoves educational materials should 
be provided to stress the importance of proper use of the improved stove. The 
Lorena stove can be purchased already constructed for $30.00, or the materials 
can be supplied at a cost of $18.00. 
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h. Rain Water Catchments - It is possible to collect and store 
rain water with individual catclDrient taI'iks. A covered tank, which has a 
faucet near the bottom, can be constructed of a variety of materials including 
cement-fiber polyester or reinforced concrete. The catchments must be 
installed in such a manner as to enable easy cleaning since the initial rains 
of each season will inevitably wash an accumulation of dust and dirt from the 
roofs. The drain canal can be constructed of galvanized corrugated steel 
roofing sheets supported by wooden posts. The estimated cost per catchment is 
approximately $SS.OO. 

i. Wells and Latrines - As previously indicated a large number 
of rural families lack basic sanitation services. Therefore, latrines and 
pour-flush conmodes may be financed under the Project. A pour-flush camnode 
is essentially a toilet without a reservoir. It can be installed inside the 
house or in an outhouse, with a pipe connection to a latrine type pit. 
Excreta are flushed into the pit by pouring three quarts of water into the 
commode after use. In an outdoor installation, the pit requires a concrete 
top and the total cost, including the commode, is about $30.00. If installed 
inside the house and connected through the wall to an outside pit, the pit 
must be concrete lined to avoid wall erosion and the total cost is about 
$60.00. 

j • SlJIIIIa of Unit Costs of 
following table summarizes t e unit costs 0 

~ ..... -
J..:......;.u 

Foundation beam (lSxlS en) 
Asbestos roofing sheets 
Cement roofing sheets 
Galvanized roofing sheet 
Sawn lumber (trusses) 
Brick walls 
+ Cement 
Reinforced adobe walls 
Concrete block walls 
+ Cement 
Screening (window) 
Exterior plaster 

l.m. 
1 sheet 
1 sheet 
1 sheet 
board foot 
m2 
mZ 
m2 
m2 
m2 
m2 
m2 

z. Appropriateness of Technology 

Cost Per 
Sa. !~it. ($ ) 

2.69 
4.50 
2.Z5 
2.36 
0.30 
3.90 

.50 
1.04 
4.10 

.30 
2.00 
0.80 

Total Cost (S) 
2 0 :3~.: 1:. Eet.s:: 

S3.80 
180.00 
90.00 
94.40 

ZOO.OO 
156.00 
20.00 
41.60 
12.00 
2.80 

16.00 
32.00 

Locally produced building materials will be used to the extent 
possible to reduce problems of delivery and to reduce costs to the 
homeowners. Although brick and tile makers and carpenters are numerous, 
production is minimal due to a limited demand for their products. In the 
rural areas such trades are generally practiced to supplement the income of a 
subsistence farmer/part-time tradesman. The expansion of their existing small 
rural industry is directly related to the localized demand, which this Project 
should increase. The Project will encourage and complement local production 
by making available improved, known, low-cost building technologies such as 
blocks of compacted stabilized soil (using small amomts of cement or asphalt) 
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for wall construction, low cost containers for rainwater collection. The use' 
of these improved teclmologies can be taught in a short period of time to 
relatively unskilled villagers or to interested promoters. 

Assi~tance is developing local production processes for low-cost 
building materials will be provided by INFOP's Materials Production Teams. 
The intermediaries will identify candidate communities where local production 
of construction materials may be feasible. Upon request, INVA will send one 
of the material production teams to study the feasibility of local production, 
both in the terms of the availability of manpower and the quality of existing 
natural materials such as clay, sand, soil for stabilized blocks, and timber. 
If all the necessary conditions are favorable the team will organize the 
interested individuals and provide the assistance required to locally 
fabricate quality construction materials to be provided to subborrowers in the 
recipient and adjacent communities. Assistance will be provided to the 
community or rural industry in all phases of pre-con~truction, construction, 
proper use or installation, and the method of most effectively transporting 
the finished product. The importance of quality control will be stressed to 
ensure that the final product is acceptable to meet the standards of the 
Project. These teams will remain in a given community until the participants 
are sufficiently trained to supervise and carry out production on their own. 
As the Project will concentrate on improving existing production techniques 
rather than developing new products, one or two weeks of supervision and 
training should be sufficient for the fabrication of most construction 
materials. In general, new materials will not be introduced into communities 
tmfamiliar with them. 

It is anticipated 'Chat three t6~S ~~'ill be fo~ed and e~ch te2..':1 
will be expected to conduct an average of one course per month. Each team 
will have a skilled laborer, who liill act as team leader, and one semi-skilled 
assistant; and ,.,ill be authorized up to 180 days per diem annually, one 
pick-up per team, a complete set of construction tools and equipment, a 
CINVA-RAM machine (for stabilized soil block production), and vehicle 
operation and maintenance costs. The cost of the three teams during Project 
implementation is estimated at $354,600, and will be financed with Loan funds. 

3. Feasibility of Self-Help Construction 

All of the intermediaries which will be involved in this Project 
have broad experience in promoting community particip3tion and the use of ' 
village volunteers as a means in obtai'1ing their project goals. They have 
concluded that the reliance on self-help labor is feasible, since rural 
housing is now largely a self-help operation, in which family and friends 
erect shelters without the use of paid contractors. 

Although rural families construct their own shelters, their 
knowledge of and experience with permanent construction materials may be 
limited in some cases. This has been taken into consideration in designing 
the Project. The majority of the likely i.qJrovements are simple, and will 
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present little difficulty to beneficiaries with no previous construction 
experience. The proper mixing and pouring of cement and the const.,ru:tion of 
roof structures using sawn lumber are exceptions, and training wi[l be 
provided in these areas. 

In most rural communities there is at least one person with 
basic building skills who would be willing to assist his neightiors, when 
~rovements can be completed in a relatively snort time. This person may 
already have provided skilled labor on other small community projects. The 
intermediaries will ~ncourage local housing committees and Katro~tos to 
include such persons among their members in orQer to share 15 5 rrrs with the 
other beneficiaries. The essentially multi-family nature of present rural 
house construction makes this feasible. Bartering arrang ..... ~s, whereby 
skilled services may be traoed for goods or other forms of compensation, e.g. 
labor to assist with agriculture prodoction or work on the houses of other 
conmunity members, are also quite possible. Where a family does not have the 
necessary skills and is unable to obtain the assistance on a barter basis, ule 
housing committee will be responsible for encouraging the family to select 
alternative solutions that they are capable of completing. For instance, 
there are several alternative solutions to a full cement floor .. fired square 
tile, bricks, or cement f iber tile - which are all relatively simple to 
install. The CARITAS experience has indicated that with minimal supervision 
an unskilled person can be easily taugllt to properly construct the trusses 
with sawn or uncut IlJl!ber. · . ' 

In addition, the intermediaries will encourage the development 
r-': ~"'~ ~":'!"' l.;:t i of! 'r::_~c",· ru:l'\ '; ' · l::t::in :::~ !': ::- .T. t vi:!!nges . Audio .. visr:''ll l training 
r:curses, Inainiy in Dasic carpentry :lm.l ;;-~ .scnry SK iEs, :~·:'ll b~ cc:::uct ed in 
participating communities to ensure the availability of sufficient skilled 
human resources. FoHow up pranotional materials, su:h as pamphlets 
containing simple graphiC instructions for building techniques, will be 
provided. The key to construction success is in the quality of the 
intermediaries' prauoters and in the cohesiveness of the comnunity. Pranoters 
will receive training in building skillS, and be available to guide the 
construction effort of the participants. Previous self-help construct ~ ~ 
projects have shawn that, with minimal training and supervision, unskilled 
volunteer laborers can learn to properly iqlrove their dwellings, and 
cooperate with their neighbors in the process. 

4. Materials Pricing Policy of Intermediaries 

Although the intermediaries involved in the Project's execution 
will be highly socially oriented, their continuation in this Project will 
depend upon establishing a realistic materials pricing policy, and their 
abili ty to recuperate their investment. As the loans to the intermediaries 
will financ~ sub1oans, the costs of promotion, suCloan administration and bad 
debts will have to be recovered through a combination of adding those costs to 
the price of the materials financed and charging interest on the subloans . 

' Bach intermediary will determine what mark up and interest rate will be 
required to ensure acceptance of subloan terms by the beneficiaries and ensure 
its financial stability. The method of explaining such increases to the 
beneficiaries will be left to the implementing agencies. They may choose to 
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provide only a list of materials to be supplied and a total price_ In sane 
geographic areas i t is possible that pricing policies may be affected by 
prices offered by local commercial outlets. 

Still, the CARITAS experience indicates that because of the 
availability of credit, rural families are willing to participate in the heme 
improvement program providing that materials can be ~elivered at competitive 
prices, not necessarily cheap prices . In general, even with the above 
"service" costs included in the amount financed, the cost of the improvements 
will still be competitive with the cost of construction materials procured in 
small quantities through a local retail store. 

s. Technical Capability of Intermediaries 

The variation in the intennediaries I capabH i ty has been 
identified as a potential constraint to soccessful! project implementation. In 
order to alleviate this constraint, the Project includes funds for training 
and technical assistance needed to increase their capabilities oy upgrading 
promoters and improvlng bookkeeping. Courses in manag ... ent and bookkeeping 
practices for community projects, the use and application of audio-visual 
equipment and basic construction principles and methOds will be provided for 
field promoters , and in a few instances selected members of participating 
communities . The description of these activities . for which a cost breakdown 
i s included in the Detai led Project Budget (Section rv.A.~, is as follows: 

:1. Manaqement ilnd Bcckkeenincz Cour ses - tNVA and C.ARI TAS will 
:"'I-~"1'':3 <::.3, .",... c-e-' · ..... !.. Io.~ S l·" _., .. ., ,,.,,,,. ~., 1 !"In::! .. ,.."1r,, ,.. ..... ; ... .,. "'''c:ses f a. ~ersonn.l r~""~ u .. ...... . .;. . .. I ...... " 1.. ...... .. _ . .... .:;:..;.- --- ..... ... _ • • .. ··--r ··· ·" __ __ _ . F ''-''A 
of the intermediaries that I~VA detenmines need to strengthen their management 
systems. The ntJDbers of such participants for each course will be limited to 
between seven and ten persons to ensure maximun effectiveness. The course 
materials will be developed by a local consultant contracted by INVA, at an 
estimated cost of $6,000. The seven courses are estimated to cost $16,4S0 . 
Eligible expenses will include honoraria for the training staff, and travel 
costs and per-diem for the intermediaries' administrators/bookkeepers . 

b. Basic Construction Course Prilarati on - Loan funds will be 
used to prepare video tape instru:ticnal materia 5 for a ccurse in basic 
construction techniques . The course will cover the major aspects of basic 
construction methOds to be utilized under the Project, the use and proper care 
of construction tools, and the method of estimating construction and 
improvement costs. The instructional materials developed will include 
pamphlets, video tapes, and construction guides covering the major hane 
improvement options. The cost of preparing the course, purchasing ten video 
tape machines 1 and reproducing ten copies of the instructional materials is 
estimated at ~SZ,ZOO . As lNVA has no experience in developing audio visual 
courses, a short term consultant will assist INVA in identifying areas where 
training is needed and in developing the course. The estimated cost of the 
consultant's services is $6,000. Although the initial costs of prOducing this 
type of instru:tional material is expensive, in the long nm it appears to be 
more practical than financing ou~side technical assistance to conduct routine 
training courses explaining basic construction methOds for each participating 
camzunity. The video equipment will be the property of INVA, and will be 
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loaned to inte~ediaries to enable their promoters to provide courses to 
interested communities. LNFOP will be responsible for developing the course 
and may contract for the services of SIPCAR, a specialized office of the 
National Agrarian Refo"" Institute (INA) which has special expertise in the 
developnent of audio-visual courses. 

c. - Although construction will 
be carried out by I pranoters must ie 
able to act as an "instruc:toresupervisor" where needed. To develop the 

. promoters , capabilities to provide this assistance, INVA will contract with 
LNFUP for an initial two-month training program for all intermediaries' 
promoters in basic construction skills and in the use and preventive 
maintenance of audio-visual equipment. It is expected that up to eight such 
courses will be conducted with an average of 15 to 20 participants for each 
course. Loan funds will finance honoraria for the training staff, and travel 
costs and per-diem for the promoters. The total cost of the basic 
construction courses is estimated at $228,800. 

Once trained, the promoters will provide training in basic 
construction techniques to the beneficiaries. The concept of using 
paratechnicals (promoters) to conduct classes using video equipment has been 
successfully tested by the National Agrarian Institute (INA), whose pr<lllloters 
are authorized to check out video tape machines for instructional purposes 
after satisfactorHy having ccanpleted a course pertaining to the operational 
use of such equipment. 

The Rural Housing Division within INVA is recelvlllg full time 
technical assistance from the SEC. No additional long term advisory services 
are required for the Project. However. grant funds will be used to contract 
an INVA/ AID Project Coordinator. This person will be responsible for ensuring 
that implementation plans and progress are adequate and for maintaining 
liaison between A.I.D .• INVA and the intermediaries. He will assure that 
interinstitutional contracts conform to A.I.D. and GOH logal and technical 
requirements afui will assist in the preparation of docllllents related to these 
actions. His major task will be to serve as an cmbudsman for Project 
implementation. This will entaii field inspections to monitor the operations 
of the intermediaries. His services will be required during the five year 
implementation period of the Project. A contract with a professional with 
considerable experience in rural housing is cantemp!ated. The contract will 
be for two years at the outset, renewable after an evaluation to determine if 
his services are still required. The estimated cost for 60 p.m. for this 
Coordinator will not exceed $164,000. 

7. Environmental Concerns 

The lEE for the Project was reviewed with the PID and a negative 
deteIlllination was subsequently approved. The Project has not changed 
significantly in areas which relate to enviroranental concerns. Consequently 
no further examination of environmental concerns is required. 
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1. Subloan Demand by Target Group Families. 

In five years, ltmrking in one rural county in the north coast 
region, CARITAS made loans totaling approximately $215,000 to target group 
families. In the 1974 Census, that county - Olanchito - had a rural 
population of 33,930 people ..nich was only 1.5\ of Honduras' rural population 
of 2,193,275 . (This latter figure excludes the urban areas of Tegucigalpa, 
San Pedro Sula and La Ceiba). Honduras' population has grown by over 20\ 
since the 1974 census, but even on the basis of the 1974 figures, and 
assuming demand holds constant across the country, CARITAS' experience would 
indicate there is a total demand of over $14 million for home improvement 
loans in rural areas. Thus, the Project's Credit fund would be able to attend 
Slightly more than 10\ of the total demand indicated. Based on th~ experience 
of both CARITAS and San Jose Obrero, ..nere demand for exceeded available 
funds, we believe the actual d.......ul to be much greater. in its Olanchi to 
project, CARITAS had no problem finding beneficiaries for its rural housing 
loan program. Before embarking on a full scale program of house construction 
in Choluteca, the Asociacion San Jose Obrero was innundated with requests frau 
its workers for small loans f~r home improvement. 

The effective demand, of course, is much more limited. Given 
the nature of the Project, it is restricted to the number of communities that 
can be effectively reached by the intennediaries promoters. The Project's 
Fi~~~i31 ar.~ Soci?l Analyses have been developed on the assumption that, 
b'!t'o,!~~p' all oi me inte'lIlediari~sJ there will be an 3v2ragt: or 100 1:\\11 tL'lle 
promoters working 20% of their time on the Project. The realism of this level 
of manpower is borne out by the Institutional Analysis which has identified 
about 80 full time promoters among the six intermediaries ..nich have agreed so 
far to partiCipate in the Project. We expect this number to rise to well over 
150 by the time Project activities end, as additional intermediaries decide to 
participate in the Project and as partiCipating intermediaries expand their 
coverage. Hundreds of part time volunteer promoters on which some of the 
intermediaries rely are not included in the above figures and they may wind up 
being the Project's more effective agents. 

In view of the above, the Mission has concluded that both demand 
and effective demand exceed by a large ... rgin the resources programmed for the ' 
credit activity. 

2. Affordability of IJ!!?rovements 

a. Target Group Incane - The most recent incane data collected 
through a methodologically sound procedure are those of 1977 survey carried 
out by CONSUPLANE's Nutrition Planning System (SAPLAN). These data, ..nich are 
now being tabulated, show for residents of all but the largest 15 cities, the 
following: 

-
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Table I : Incane of Rural Population (977) 

Group 

1. populatlon wlih inade­
quate nutrition 

2. Population with basic 
needs satisfied 

3. Well Off 
Total Rura! 
I of Honduras 

Number of Annual Incane (Ave.) 
Persons (I) Families (I) Per Capita Per Family 

1,624,194 (79) 259,038 (72) $ 109.25 $ 686 . 27 

2,068,020 (100) 
68 

358,392 (100) 
69 

280 .40 
546.40 

1,349.73 
1,830.39 

The S'1.lrVey also provides incane by deciles. However, these 
data are not broken out by urban and rural residents. In an effort to 
approximate a rtD'al incane distribution scale, the Mission has developed the 
following analysis: 

Decile 
0- 10 

10- 20 
20- 30 
30- 40 
40- 50 
50- 60 
1..; ",- . .... 

i O- 5u 
80- 90 
90-100 

Monthly Family Incane 1977 ($) 
ACtUOi Mission Estimate 

County Orban Rural 
31.3 60 25 
49 . 59 100 40 
58 .10 138 52 
70.35 ISS 57 
76.83 210 60 

10 S. 4~ 330 63 
• · 0 .. "'0 7/ _"f'" . , .; .. "I 

loS .57 445 90 
318.74 490 110 
462.41 560 135 

These rough calculations indicate that the income for the 
50th percentile for the country as a whole (about $91) corresponds to 
approximately the 75th percentile for all areas outside the largest 15 cities. 

CARITAS' experience with its rural housing improvement 
project indicates that the very poorest 20-251 of rural residents simply are 
too poor to pay for the assistance they need. Although CARlTAS is trying a 
loan program with sane groups of the very poorest, it has little expectation 
of recovering the money lent to date. It is doubtful that this group can be 
helped under thi s Project without creating an extr ... e drain on Project 
resources . Consequently, assistance will be focused on those families between 
the 25th and 75th percentiles of rural families with regard to incane. These 
families have monthly family incanes of fran $52 to $90, and they fall roughly 
in the 18th to 50th percentile for the country as a whole. The median incane 
for families in this group is approximately $62 per month. 

b. Loan Pa~ent Capabili R: - Most expenditure surveys done in 
Latin America have disclos that rural :imilies devote about 101 of their 
income to housing, on the average. According to the last t abulated rural 
family expenditure survey 0968l , rural Honduran families followed this 
general trend. Thus the range of monthly payment capacity is approximately 

http:1,830.39
http:1,349.73
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$5.20 to $9.00 with an average of about $6.20. This latter figure is 
confirmed by CARITAS' experience to date, in which the average loan has been 
$75 with no interest payable over a 12 month period, for an average repayment 
of $6.25/month. Allowing for slight improvement in incanes since the survey 
was taken and CARITAS' figures were cOIIJIUed, the Mission has concluded that 
$7.50 per month is a reasonable amount to expect rural poor families to spend 
in paying off housing improvement loans, with a range of from $6.00 to about 
$10.00. 

c. . The kind and amount of 
improvements which of income depends on the 
financing terms. For purposes of analysis two different financing 
arrang""ents have been analyzed in light of the monthly payment capabili ty 
calculated above: 

Case 1: M:xlerate terms. The intermediary includes pronation costs 
of 20\ in the amount financed; charges 13\ interest; and aUows a 15 
month term. 

Case 2: Terms most favorable to the intermediary. The intermediary 
includes promotion costs of 25\ in the amount financed; and charges 
20\ interest and allows an 18 month term. 

The results of the analysis are: 

Borrower Value of Promo- ~.laterials Total Value 
D.~~, . :Cni:::li" LC:l:i .[Ie.'\-.:'. ? .... y- I ",=,!'r.we- ti.Qn ~md Trans. oc· ~:at~riu.~s 
Pa}i~nt :\mount ment ;r;ents costs Financed and Trans. 

1 2 3(1+2) 4(H) 5(H) 6(2+5) 
Case 1: 

$6.00 $ 84 $ 20 $ 104 $ 17 $ 67 $ 88 
$7.50 104 27 131 21 83 HO 

$10 .00 135 34 169 27 108 142 

Case 2: 
$6.00 94 24 118 23 71 94 
$7.50 U8 29 147 30 88 118 

$10.00 157 39 196 39 U8 157 

Averaging Case 1 and Case 2 gives an average monthly 
payment of $7.50 on an average loan amount of $111, which with a 20\ 
downpayment from the beneficiary finances improvements with a total value of 
$139 . Of this amount, about $114 is the value of the materials and 
transportation incorporated into the improvement. A review of the cost of 
typical improvements summarized in the Project Description indicates that the 
average borrower will be able to afford almost all of the improvements 
eligible for financing under the Project . The most costly improvements (e.g . 
roof of asbestos or pan tile, brick or block walls) would be affordable only 
by those at the upper end of the income scale with a downpayment greater than 
the minimum 20\. 

-
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3. Beneficiary Attitudes Toward Borrowing for Home Improvements 

Although most of the f.milies who seek housing improvement loans 
have the capacity to repay, they usually are excluded from consideration by 
more formal channels of credit due to their low incomes and lack of sufficient 
collateral. MOreover, their level of savings is too low compared to what 
would be required to accumulate sufficient amounts of funds to make desired 
improvements. Consequently beneficiary attitudes towards loans seem to be a 
function of the structure of the lending process. Short payback periods 
encourage repayment . The requirement of a substantial downpayment appears to 
positively influence the beneficary's attitude toward repayment. The 
beneficiaries apparently feel a greater commitment to the program and its 
success after having made this initial investment. Also, in discussing 
repayment terms with the beneficiaries, it appears best to talk in tems of 
the total payments 'that will be required rather than in terms of principal and 
interest, since many rural people appear to have resistance to paying interest 
on loans, in part because they often don't fully understand the concept of 
interest. Furthermore, including interest within the total loan figure 
substantially reduces the level of confusion over the loan terms. The 
participant is not burdened with elaborate and complex formulas, but is made 
aware of the essentially loan nature of the construction materials. Iii 
projects where this mechanism has been used, default rates have generally been 
at acceptable levels. 

The simplification of the presentation of the offer to the 
benefidary is illustrated by the results of an evaluation of an earlier 
cx:~r~"\"~ heme c~~!:t!"'"!cti .-:,,, pro3ram O~rschrc,j and Corc:lado, 1976) . This study 
found that all but H: or tnt: or,;;nefk i...!.~"i.: .; uncer"3 :..:.:d ,,:"~ t they ",,"ere r ecelv:~~ 
a loan. However, although they were a~"are that dc~npayr:ents were required, 
and accepted this fact, there was some confusion regarding how the amOtDlt of 
this payment was calculated. 

MOreover, it should be noted that loans are not something new to 
most of the target population. Although most rural residents atte~t to 
mdnimize risk with loans representing a classic case of risk taking, this has 
not inhibited campesinos frem taking out loans when the risk to personal 
property has been mmlllllZed. Small farmers in particular acquire agricultural 
prodtx:tion loans fran local moneylenders for short periods of time, usually 
mortgaging their crops rather than their land. Also, the CARI~ housing 
projects have successfully relied on peer pressure and community solidarity 
rather than on collateral to insure repayment. In sum, the attitudes of the 
beneficiaries toward loans in general and past experience with stX:cessful 
housing loans in particular, indicate that this will not be a serious 
constraint to stx:cessful Project implementation. 

4. Relations Between Intermediaries and Beneficiaries 

The potential intermediaries are both governmental and private 
non-profit organizations ~PVOs) . While functional and structural differences 
exist between these two types of organizations, they have in common same 
degree of grass roots contact with the target population. The i~ortant 
linkage between these groups and the intermediaries has been the patronato, 
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which are local committees set up by and for the village to secure assistance 
from the national or local governments or PVO's for projects such as schools, 
roads, or water systems. Typically some middle class community members are 
elected to positiOns on the committee due to their prestige and influence. 

The patronatos often set up committees to deal with specific 
projects or to meet specific needs. Often a community will have as many 
committees as there are projects to be dealt with, although it is not uncommon 
to find many of the same people serving on several of them. Once the need is 
met, the patronato may becane dormant Wltil a new need arises. The 
unmicipalities and national government institutions such as the Ministry of 
Health often work with patronatos carrying out self help infrastructure and 
nutrition projects. 

Church related groups often develop their links to the 
communities by working with local groups whose purpose is mainly the active 
social formation of the carmunities and their manbers. Usually building on 
the indigenous social structure of rural society, they attempt to organize the 
cmmnmities around an ideology of solidarity. The goal is to create and 
nurture a social environment of cooperation and self-reliance in dealing with 
the developmental problems of the ccmnunity. These groups are characterized 
by a close and intense relationship with the people of a village, usually 
extending over many years. They usually take an integrative developmental 
approach to the community, attempting to increase the standard of living 
through production, health, and housing projects organized so as to further 
the goals of group solidarity, and beneficiary participation. The results of 
~rr:' i ':!':t:c:- ::--!~"'~nted : .. ,' C.;n,I':'."\S .. ~ .::;-:iacion Si1n. .1o!=p. Ohr"'!rn) :1.nn ('It1--~r :::''I(h 
01'0 :" '. ~ .. '- 5 : . ..... .: ·:..-- ... t~ ·· - :.)" · " . .. hi'i ··· ,.,C ..... i,..,-~ .... T'''''' ''' ..\ -'''' .. '''1,.. ... ,.,...pnt ....... nl.:.<1.1.1uil , " .. ve ... <;In ...... ~ .......... _ .. . .... .. _____ :../ __ ;::.... _;. ' __ .; __ ~ •• _ .. .. ___ :- ..... . 

stra tegy has'!d on lcn~- teI'!!!. intensive \·.'crk \o'i thin :ho -:::arge t CCimitmi t:y, and on 
an ideology of community solidarity and participation. 

What distinguishes the Jatronatos fran these church sponsored 
groups frcm the patron.:ltos is the go. TIle reason for the emphasis nn 
cOiiiilUIlity solidarity is that their objectives are DUlCh broader than solely 
carrying out specific projects. The overriding concern of the organizations 
is to create the necessarl conditions for ~ more broadly based integrative 
development of the community that fosters a more general sense of cOll1lluni ty 
solidarity to meet continuing development needs. 

In the context of a home iBprovement program this prior and 
continued work in promoting community solidarity has had very practical 
results . It has permitted the establishment of an effective decentralized 
admdnistrative organization for project planning and ~lementation. This has 
resulted in the program's greater flexibility in identification and resolution 
of the particular needs of communities. The high level of participation by 
the beneficiaries in the Project design and ~lementation has created a 
greater sense of carmi tment by the beneficiaries to achieve the goals of the 
Project. This in turn has produced low default rates and acceptable levels of 
control of materials. . 
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5. Effectiveness of Solidarity Group Lending Process 

The public sector agricultural development banks in El Salvador 
and Honduras as well as a Credit union system in El Salvador have used the 
solidarity group lending process with good results. The system appears to 
have been instituted in order to get around collateral requirements under 
banking regulations, which poor people could not meet. The key factor that 
makes the process successful seems to be the self-selection of the group 
members. CamPesinos living in close proximi ty to each other seem to know 
which Community members are serious, dedicated workers and which are 
unreliable. They will normally pledge to be jointly liable for debts only if 
they know and have confidence in the other group members. They are apparently 
willing to exercise sufficient peer pressure to ensure repayment, and may wind 
up financing each other if one or more II1elIIbers have difficulty meeting their 
obligations. The programs in wliich this process has been used have sufficient 
similarities to this Project to establish a basis for concluding that it will 
be an effective lending mechanism with high probabilities of achieving loan 
repayment rates of 80-90\ or better. 

This probability can be enhanced where the solidarity group is 
active in the administration of the loan program. In an examination of 12 
communities in which housing construction was undertaken through a CARltAS 
loan program, the effect of local participation and control of project 
administration was found to be significantly related to the level of community 

"participation. In the various communities where the program was undertaken, 
it toJaS fOlDld that participa.'1ts often formed ,,,ork brigades to rotate 
---.---" ... -; ' .• -3S'KS ,,, . . ' ,. .n_·_ £ .. _..1 ··..,s set .~ t" .cot ., ... ... ·-' ,-... "'d _ oJ. ,.l __ ~_. _ _ . ," • I <.- . . ... .. I ............ ..... ........ 1 ........ . .,. "'r _ .. . _ ..... ~ . ". _ .. __ 
additional expenses tna;: might be incurred by CCW<i.l:.tjitr mei::c~:,;:. further.:l) ~e, 
in 14 of the IS projects within these conmrunities, the participants 
successfully had set up a housing committees for planning, construction and 
loan repayment based on the principle of collective responsibility. 

The housing commitees or patronatos that will be established 
under this Project appear to offer the kind of opportunity for participation 
that will enhance the solidarity group lending process and encourage loan 
repayment. 

6. Beneficiaries and Spread Effects 

a. Number of Beneficiaries - Approximately 75\ of the rural 
population comprise the target population. This represents a population of 
about 280,000 potentially eligible families of the 375,000 in the country's 
rural areas. Given the funding level, it is estimated that loans will be 
received by 31,000 families . Excluding the number of families who are 
expected to borrow more than orx:e, over 18,400 families will be beneficiaries 
(see Table 2). This is approximately 7\ of the target group. 
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TABLE 2 
FSTIMATEIl NUMBER OF FAMILIES TO BENEFIT FROM !DIE IMPROVBtENT LOANS 

YEAR 
1st 2nd 3rd 4th 5th Total 

No. of t:oans received bY beneficiaries: 

Fran Initial Loan 3,600 3,490 2,235 2,155 2,120 13,600 
From Loan Reflews 0 2,325 4,310 5,120 5,700 17,455 
TOTAL 3,600 5,815 6,545 7,275 7,820 31,055 
Total Beneficiaries 
(excludes )reViOUS 
borrowers 3,600 3,635 3,635 3,635 3,910 18,415 

b. Health Benefits - The improv .... nt of the shelter conditions 
of the target population will hive its primry iD;>act on the h.alth of the 
members of the participating families. This will be particularly true where 
the Froject is part of a general program of community development aimed at 
improving the sanitation conditions of the cClllllUlli ty in general. It is 
iDportant, therefore, that, whenever possible, the Project be carried out in 
conjunction with related infrastructure and home improvement programs, such as 
water systems, latrine building, and interior partitions, " as well as 
developing sanitary practices in the storage and preparation of food. The 
ben.fits to improved h.alth can be expected in the following general areas: 
1) reduction of gastrointestinal diseases, diarrheal diseases, and infectious 
hepat i tis due to the increased use of latrines, and improved care in the 
~'r~par3.tion of foods; 2) redoction in arthropoU vectors of disease, 
particularly that transmitted by cockroaches , bugs ca.r~ying Chaga's Di5eas~ , 
flies, mites, fleas, and lice due to improved shelter conditions as ",'ell as to 
sanitary care; and 3) redoction in coumutability of disease due to a redoctio! 
of overcrowded conditions. 

c . Effects on Women 

Past experience indicates that women's organizations such 
as housewives' clubs can play iD;>ortant organizing roles in these 
coq>lementary housing improvement programs. Sinc. participation affects. one's 
concept of self-worth through increased confidence in the ability to control 
one's enviromnent, and since outlook on life is r.lated in part to the 
physical conditions of one's surroundings, this Froject can be .xpected to 
provide benefits in these two areas . Given that wanen in lower incane 
families spend a gr.at.r amount of time in the haDe than .... _ •• it is expected 
that partiCipation and improved shelter conditions will positively affect 
waaen to a greater degree than men. Finally, a number of wcnen hold high 
l.vel positions in the intermediary organizations, especially CARITAS and 
Meals for Millions. Th. Froject should offer them opportunity to increase 
th.ir fe.lings of professional accomplisnoent and satisfaction in helping 
others. 

d. Spr.ad Effects - The Project is expected to generate spr.ad 
effects both within the beiieficiary groups and within the intermediary 
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organizations. The first set of spread effects involve the demonstration 
effect to those community members not participating in the initial rounds of 
lending. As cOlllllUllity members gain familiarity with the process of borrowing 
and repayment of loans, as well as with working on a collective basis, it is 
expected that they will generate an even greater demand for such loans . The 
second set of spread effects will result from the demonstration effects to the 
intermediaries participating in the Project, as well as to those not initially 
participating. As the viability of this type of program is demonstrated, it 
is expected that additional institutions will wish to enter into the Project, 
and that existing participants will wish to expand their operations into other 
cmmnunities. 

The most important issue relating to spread effects is the 
degree to which success under this Project will cause the GOH to alter its 
present policy of favoring construction of new homes which results in a 
relatively high benefit for a small number of families. If this Project is 
highlY successful we should expect the GOH to divert scme of the resources 
that its now destines for finished units to this activity. This would ensure 
that the spread effects of the Project go beyond the already positive 
projections of additional beneficiaries from the planned use of loan reflows 
and additional GlH contributions that are built into the project design. 

The potential spread effects could be reduced if the 
Project expands too rapidly. As has been previously pointed out, the success 
of these kinds of housing loan programs tends to be related to the nature. 
level and intensify of contact that t he executing agency has with t he 
~ ~- . - j "'.' -- ; ... .. " 0 ,·ntrr";PC"l·on ,..F d ••• , . ':' . ... ,.. -",- - - "' - " , ..... .... ~"' ,.. ; ; ;rn l lv . " .. , . • ~ ... . .. ,- "J '_ I, !:, :-" .,:. . ..... . .. _ " " - r- -- - '- ' " , I 

those i nst itutions which have experienced s~~~css in this area h.:i'.'~ be '~n ~~(,jse 
who have worked long and hard to improve the overall level of development of 
the community, in a way which encourages a broad base of participation and 
solidarity, before undertaking a housing program. Where these conditions are 
not met, the success of the Project and potential spread effects may not reach 
projectea levels. 

C. Financial Analysis 

The Project calls for a financial role for INVA, the intermediaries 
and the beneficiari es. The interest of each party in implementing and 
continuing the Project will depend to a great degree on the Project's 
financial feasibility for that party. The financial feasibility for the 
beneficiaries is essentially a matter of affordability. This was discussed in 
the Social Analysis. This section analyzes the financial feasibility for the 
other two parties: the Intermediarie~ and INVA. 

1. Intermediaries 

The probable intermediaries have very different ways of 
working. sane, like CARITAS (a confirmed intermediary), are very low cost 
gperations which rely almost completely on volunteers and religious fervor to 
get assistance out to the target group . Others, like CARE (a probable 
intermediary), rely to a much greater extent on pai d pranoters and have 
relatively high costs in relation to the assistance that will be provided 
under this Project. 
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For purposes of analysis, it is assumed that each intermediary 
will develop pricing policies that will put its hOUSing assistance on a 
self-paying basis. The liberal restrictions allowed by the Project design -
allowing for the subloans to include up to 25' for pranotion costs and 
permitting a maximum interest rate of up to 20' - should provide sufficient 
margtn to enable all intermediaries to cover their costs, while affording a 
margin of protection to the beneficiaries against unfair pricing policies. 

In analyzing the financial feasibility for intermediaries, a 
composi te of the institutions expected to participate has been developed. 
This composite is based on data provided by the institutions and USAID 
assumptions based on informal discussions with some of the individual 
agencies. The prinCipal factors in this composite are: 

On the average, prODK)ters' l«>rk in ten ccmamities each y,ear. Five 
new subborrowers, averaging seven families each, will receive loans 
each year. Starting in the second year, prOllJ)ters will generate 
additional loans to previous benefiCiaries, as follows: second year· 
three loans; third year - four; and, fourth and fifth years - five. 
Loans average $800 each. 

The probable intermediaries, in total, have 100 pranoters working 
throughout the country. Promoters have a 1IIOtorcycie provided by and 
maintained by the intermediary and receive $15 per di ... while working 
in the field. Promoters spend IS days a mnth in the field. They 
spend an <i\"erage of ZO~ of their time on the Project. TIle average 
s31.1r;. z..:; ;: a prc .. :-J ter is 515\i per month . The overhead of the 
intermediaries averages 50% of direct salaries and benefits average 
20\ of salaries . 

Intermediaries adopt a pricing policy of adding a pranotion cost of 
25' to the cost of materials (making the pranot;.on cost 20\ of the 
loan 81IIOunt), and charging an interest rate of 13' to the 
beneficiaries. Loan terms average 15 mnths. Defaults are equal to 
20\ of loans made. No interest is received on defaulted loans. 

Intermediaries costs are asslJlled to increase at a rate of 10\ a year 
during the Project implementation period. In the year after the 
implementation period ends, costs decrease by 25' due principally to 
a much higher percentage of repeat borrowers, which reduces praDOtion . 
and overhead costs attributable to the Project. Thereafter costs 
increase at 10\ per year. 

The average loan size remains at $800 throuilhout the Project, as 
there is 1i ttle basis on which to aSSUDe an increase in disposable 
income on the part of the target group. 

INVA charges 5\ annual interest on its loans to the intermediaries. 
The GOH makes $200,000 per year available to the intermediaries for 
continuing the Project starting the ~r after the Project activities 
are completed. . 
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a. Costs· From the above camposite, the 'following costs are 
attributable to the Project during the first year of implementation: 

i. 

ii. 
iii. 
iv. 

v. 

vi. 

Promoters Salaries. 100 promoters x $l,800/year 
x 20\ of time spent on Project 

Benefits. 20\ of Salaries 
Overhead. 50\ of Salaries 
Per Diem. $15/day x IS days/month x 12 months/year 

x 100 promoters x 20\ of time spent on Project 
Vehicle Cost . $l,200/year x 100 promoters x 20\ of 

time spent on Project 
Miscellaneous 

Total First Year Costs 

$ 
36,000 
7,200 

18,000 

40 ,500 

24,000 
20,000 

$145,700 

h. - The above assumptions were 
used as a basis and expenses of the 
intermediaries, as a ~oup . results are shown in Table 3. As is 
seen, tmder the above asslIIptions, the Project is not quite a breakeven 
proposi tion from the intermediaries point of view. A liberal advance policy 
from INVA will be required to keep the intermediaries from dipping into 
capital in order to cover costs. Nevertheless, the Project does more than 
break even in the latter years of Project implementation. Continuing GOH 
capitalization in the five years following the implementation period should 
ensure steady growth of sublending capital. If costs can be controlled, or 
defaults reduced, or additional operating cost contributions obtained from the 
'nt.nneJ,"ar,"e ,·1 "ra,I; ";:"'In.' fl· " .. .. C'"g .c".c.s - ~, ~ ~-~:.-- _<" • • • • J " '::;'" \., ... - . . .. .. . . w u !:I ..... __ .1.10 ... . . .... ..... ____ , I. .. ~ . _. _ r; ~~~ . .... - ., - - ---. - - l . ... . 

on a self-sustaining basi3 . 

This somewhat somber picture improves considerably if the 
intermediaries apply the maximum terms and conditions permitted: including 
promotion cost recovery of Z5' in each loan, charging an interest rate of 20', 
and extending the loan repayment terms to 18 months. These results are shown 
in Table 4. However, even under these assuuptions, the yearly surplus 
generated by the Project begins to decrease in year seven. Greater assurance 
of continued growth of Project resources could be achieved by INVA's turning 
the loans to the intermediaries into grants starting in the year after the 
Project implementation period ends, under the condition that the funds 
continue to be used for housing i.q>rovements and a sustainod demand for this 
type of assistance be demonstrated. The pros and cons of this course of 
action will be studied further prior to PP approval. This "learly could be a 
major incentive to the intermediaries and might encourage fence sitters to get 
in at the beginning thus improving the overall financial feasibility of the 
Project. 
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TABLE 3: INImMEDIARIES INmJ ~: AND EXPENSES ($000): CASE I 

YEAR 

ITIM 1 2 3 4 5 6 7 8 9 10 

tunroLIO: 
Porfo1io - Beginning of Year -0- 400 720 848 944 1020 1050 1075 1096 111~ 

Principal Payments Due During Year -0- 320 59~ 704 784 848 874 895 913 927 

Defaults -0- (64) (11H) (141) (157) (170) (175) (179) (183) (185) 

New Loans (total): 400 640 720 800 860 878 899 916 930 942 

Financed with Principal Repayments -0- 256 47'1 563 627 678 699 716 730 742 

Financed with Project Ftmds 400 384 24(, 237 233 200.21 200 21 200 Y 200 Y 200 Y 

Portfolio - End of Year 400 720 84:1 944 1020 1050 "31 1075 1096 1113 1128 

nc.oME: 
Recovery of Promotion Costs 80· 128 14·1 160 172 176 180 183 186 188 

Interest Earned 2:!. 55 81 96 105 111 115 117 119 12l 

roTAL INmME 101 183 225 256 277 287 295 300 305 309 

EXPooES: 
Administrative Costs 146 160 17(, 194 213 176 194 213 234 257 

Interest Expense 13 33 47 59 71 82 92 102 112 122 

TOTAL EXPm5ES 159 193 223 253 284 258 286 315 346 379 

Difference II (58) (10) (2) 3 7 29 9 (15) (41) (70) 

Cumulative Difference (58) (60) (62) (59) (66) (37) (26) (42) (8:n (153) 

17 Negative figures during Project Implementation are assullcd to be financed by outstanding advances fran INVA. 
II GOH continuing contribution. . ~I As this is less than the original $1_5 million put into the credit ftmd, the Mission will require the GOH to maintain 
- the flDld level, if so warranted by demand for subloans. 
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TABLE 4: INTERMEDIARIES IM:OME AND EXPENSES ($000): CASE I I 

YEAR 
Diff. Est. Mix Terms/Int. 1 2 3 4 5 6 7 8 9 10 

Cost Recovery 100 160 180 200 215 220 2Z5 229 232 236 
Interest Earned 32 83 141 173 190 203 211 215 220 223 -
Total Incane 132 243 321 373 405 423 436 444 452 459 
Total Expenses 153 193 223 253 284 258 286 315 346 379 - -
Difference (27) 50 98 120 121 165 150 129 106 80 
Cumulative Difference (27) 23 121 241 362 527 677 806 912 992 

With grant Option Starting in Year 6: 

Difference 247 242 231 218 202 
Cumulative Difference 609 851 1082 1300 1502 

2. INVA 

Assuming the Project is fully operational at the outset, INVA's 
first year costs are estimated as follows: 

Item 
rar5Glu'"1~1.: 

1 0iiice Direc:c: 
1 Accountant/Office Administrator 
5 Rural Housing Techncians 
1 Accountant 
1 Auditor 
1 Secretary 
1 Driver!MCssenger 

Per Diem: 
15 days/month x $25/day x 5 Technicians 
15 days/month x $36.00/day for Director/ 

Auditor/Administrator 

Vehicle Maintenance and Operation 
Other 

Total Monthly Cost 

~nth1y Cost ($) 

, f"Inn 

500 
2,375 

400 
500 
300 
250 

1,875 

540 

5,325 

2,415 

1,758 
167 

9,665 

The total yearly costs of over $116,000 are based on present 
prices. A yearly increase of 10\ per year is assumed for inflation. Thus the 
average cost during the five year implementation period will be approximately 
$140,000. After the implementation period, a smaller staff will be required 
to monitor and continue the Project activities and expenses are expected to 
stabilize as costs are increasingly assigned to other programs. 
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INVA expects to assign sane persOMel currently in its OIIqllor to 
the Project Coordination Office. As these personnel account for roughly Z5\ 
of the estimated total first year cost, only 75\ of the above average of 
$140,000, or $105,000 average per year, will be additional costs to INVA that 
can be reasonably attributed to the Project. 

A projection of INVA's portfolio, income and expenses has been 
prepared (see Table 5). The income is based on the loan drawdown and interest 
expense figures in Table 3. As costs start out high in the first year and 
incane starts low and increases thrcughout the implementation period, there is 
some shortfall during the Project' i"l'lementation period. However, as incane 
catches up to and surpasses additional costs about five years after the end of 
the Project, the Project is viable over the long run. Against the expectation 
of fully covering the additional yearly operating costs by the year eleven of 
the Project, INVA has agreed to contribute the di.fference between incane and 
addi tional expenses during Project i"l'lementation. As shown in Table 5, this 
difference amounts to slightly more than $300,000 . It will be counted as 
counterpart for the Project. 

3. Conclusions 

The nature of the Project - small loans, short repayment 
periods, high default rates· places severe constraints on achieving financial 
viabHi ty. The factors which make approaching feasibility possible are the 
relatively law-cost nature of the intermediaries themselves and the improved 
utilization of their already existing infrastructure in the benefitting 
c~.: .. ..:..::':i;::. :-:::'5 ::: : allo":ed utilizati~r. cf a ~rgino.l c~st/:;: o.i' ,:; i ::.:: l returns 
approach to the financial feaSibility issue, and has per.nitted d~onstrati ~n 
of a more or less breakeven operation for this innovative and somewhat 
experimental Project . 

It should be noted that the most serious obstacle to achieving 
financial feasibility is the presuned default rate of 20\ of all loans. Even 
a small improvement in this rate during implementation will have a large 
effect on i"l'roving financial feasibility. The second most i"l'ortant factor 
is the small loan size, which has been presumed to remain constant throughout 
the i"l'lementation period. Should the beneficiaries be interested in and 
capable of borrowing IIIOre than the average amount calculated in the Social 
Analysis, the financial feasibility of the Project would show a significant 
i"l'rovement. 

The Mission believes that the financial analysis has been 
carried out USing reasonable and conservative aSSllq)tions. The analysis may 
be viewed as a ''\«)rst-case'' approach. Even in this scenario, the Project 
canes close to being viable fran a financial point of view - a remarkable 
situation given the difficulties inherent in the Project design. 

http:denstratl.on
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TABLE 5: INVA INCOME AND EXPENSE ($000) 

YEAR 

IT8f 
1 2 3 4 5 6 7 8 9 10 

Portfolio: 
Loan Funds Disbursed 400 384 246 237 233 

Continuing GOIl Contribution 
200 200 200 200 200 

Cumulative Loan Funds Disbursed 400 784 1030 1267 1500 1700 1900 2100 2300 2500 

Income: 
Interest Earned 13 33 47 59 71 82 92 102 112 122 

Expenses: 

Total Costs 1/ 116 128 140 154 170 170 170 170 170 170 

Total Attributable to the Project 87 96 106 116 128 128 128 128 128 128 

Counterpart Contribution 
Excess of Costs Attributable to 

Project over income (76) (63) (59) (57) (57) (46) (36) (26) (16) (6) 

Cumulative Counterpart Contribution (76) (139) (198) (255) (312) 

1/ Costs are assumed to' increase bY 10\/yr until Year 5 and then stabilize as the costs of Project 
personne.L are increasigly assigned to oth.:r programs. 
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D. Economic Feasibility 

From an economic point of view the feasibility and desirability of 
doing this Project derives fran its effect on the national econOlllY tlirough 
linkages to primary production activity and on the incorporation of the rural 
poor into a system of saving, borrowing, and investment. The effect on Gross 
Domestic Product (GDP) is strong and positive given the size of the Project. 
Effects 01\ t he fiscal situation will be favorable as well. 

The major linkage effects of this Project will be with danestic 
produ:tion of cement, fiber roofing panels, brick, and door and window 
products. Of these, only cement produ::tion is large and capital intensive. 
but the GOH is planning on increased demand to make feasible construction of 
two new plants for which investment funds are now being sought. M:lst other 
material inputs will be produced iLocally, generally in rural areas by small 
entrepreneurs, generally out of existing plants. The money spent on these 
inputs will have a multiplier effect on the currently slack building inputs 
sector that can be estimated conservatively at two to one. Some new 
investment in industry producing building materials can be expected as a 
result of the Project; in particular it is liKely that the production of fiber 
cement roofing sheets will be encouraged in a large number of places in 
response to this demand and the new, appropriate technolOgy being developed 
under the Rural Technologies Project. 

The Project will have the effect of bringing the rural poor into a 
fi;}ancial S}"stem that should have replicable benefits well into the future. 
::,0.:: :- r·i.:~ ": ': J~:ii"';';'..i .3 ~hat tr:e rural participants sYoI,.e (the C.Ov.T.pJ.i1ilent) and 
borrow to invest in their homes. rnis system is a first apprcxin'.ation of :J. 

financial intermediary arrangement which removes the excessively high risk 
premillD and transaction costs to the c~sind borrowers in the only market in 
which they can now borrow -- the ruralCilrb" market -- with its observed rate 
of 6' per month. That is, the Project's lending mechanism will change the 
trade-off between current consumption costs and investment costs faced by 
campesinos by reducing the effective cost of investment from some 101\ to 20' 
per annum. It is not surpriSing that at 101' per annum little borrowing takes 
place for hOUSing (or other) inves_nt borrow at this rate only 
to meet short term emergency needs prodtx:tion costs. Thus 
the Project will point the way towards economically more correct 
allocation of resources between current and investment in the 
rural areas. Replication and adaptation of the syst ... could do much to . 
overccme the apparent inability of many poor campesinos to invest to improve 
their income and life situation. 

This Project's major activity, credit for rural housing improvlDents, 
is essentially an intermediate credi t institution type activity, and therefore 
the econanic decision as to whether the particular investment is worthwhile 
can be left to the wi th the aggregate economic worth of the 
Project then of effective demand for loans for 
such housing The strong for participation in this aspect 
of the Project see Analysis) means we can calculate an estimate 
of the mlnimtJD increase in gross domestic product expected to result fran the 
Project. Remembering that value added by owner-occupied housing in the 

http:depen.in
http:place.fo
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national income accotmts is estimated .by the inputed rental value of such 
dwellings, we can figure that since the owner is willing to borrow at the 20% 
rate of interest included in the Project package, this is equivalent to saying 
that he values the rent of the improved house to be at least equal to the 
annuallized mortgage payment that would be required to amortize the investment 
at the 20% rate over the (assumed) life of the improvement(s) so financed. If 
we take 10 years as a conservative estimate of the average life of 
improvements, then we have a $0.238 increase in inputed rental value of the 
house, equivalent to value added in GOP terms, for each dollar of housing 
improvement. Because of the high cash downpayment plus owner supplied labor 
and non-cash materials, and because of the rapid payback of the one to one and 
a half year loans, the benefit/cost ratio is 1.98 when the respective streams 
are discounted at the 12% rate used by the World Bank as the opportunity cost 
to capital in Honduras at this ttme. 

This favorable income can be interpreted econanically as follows: by 
eliminating the exaggerated risk premium and thus lowering the perceived cost 
of financial capital to the campesinos, their desired mix of inputs into their 
houses changes towards cash cost inputs (cement, windows) relative to embodied 
labor inputs (adobe, thatch), thus allowing the enjoyment of a much higher 
than average marginal rate of return on the heretofore scarce cash financed 
inputs. 

In terms of the national economy, no aspect of the Project will cause 
any undue pressure upon the country's production system or infrastructure, nor 
,~uuld there be any bottlenecks created if the Project were doubled or tripled 
1:1 siz~. 

Tne Project will give rise to a small additional increase in the GOH 
budget. The estimated requirements for counterpart and post PACD 
contributions is shown in Table 7. 



IIJUSIt{; IMffiOVFMffiT LOANS 
ron 

1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 . 
1999 
2000 

AID Contri- From 
Funds bution Ref10ws 

400 
384 
246 
237 
233 

200 
200 
200 
200 
200 

256 
474 
563 
627 
678 
699 
716 
730 
742 
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TABLE 6: 

D<Mn Owner, 
Pay- Labor & 
ment Materials 

100 150 
160 240 
180 270 
200 300 
208 312 
220 330 
225 337 
229 344 
233 350 
236 354 

OCONO;.llC BENEFIT COST CALCULATION 
roR JOOSlt{; CREDIT 

($000) 

Equiv. Cun. Other INVA 
Total New ''Mort.'' Project 
Invest- '~-1ort- Pay- Costs 
rnent gage" able OOH AID 

650 155 155 76 190 
1,040 248 403 63 219 
1,170 279 682 59 266 
1,300 310 992 57 185 
1,380 329 1,321 57 140 
1,428 341 1,662 46 
1,461 348 2,010 36 
1,488 355 2,365 26 
1,513 361 2,726 16 
1,523 363 3,089 6 

2,934 
2,686 
2,407 
2,097 
1,768 
1,427 
1,079 

724 
363 

Total 
Net Present Values 

Beon. (12\) Discount 
Costs Benefits Costs Factor 12\ 

916 138 818 .893 
1,066 321 850 .797 
1,021 486 727 .712 

979 631 623 .636 
950 749 604 .567 
796 843 404 .507 
798 909 361 .452 
799 955 323 .404 
799 984 288 .361 
796 1,115 287 .322 

842 .287 
690 .257 
551 .229 
430 .205 
324 .183 
233 .163 
158 .146 

94 .130 
42 .116 

PV/B = 10,495 5,285 = PV/C 

m'fES 10 urn TABLE: The source of investment flow data b the financial analysis. Only the first ten years of Project 
investment activity is taken into accotmt; this includes all A.I.D. and GOH cash inputs which are subject 
to the Project Agreement. Because of the assuned default rate, the annual investment level begins to 
decline in the eleventh year unless new funds are added to the Pr~ject. If we were to calculate out the 
declining, but still sizable amoWlt of investment beyond Year 11 it would give us a further, substantial 
increase in benefits since the ref1o\~s are not an economic cost to the Project. 

http:ECONOi:.IC


YEAR 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
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TABLE 7 

INCRfl-lENTAL COSTS OlN'IRIBUrION 10 
OF INVA LENDm> FUND 

76 
63 
59 
57 
57 
46 200 
36 200 
26 200 
16 200 
6 200 

'IOTAL 
76 
63 
59 
57 
57 

246 
236 
226 
216 
206 

These amounts are insignificant in relation to the total GOH budget, 
Which in 1981 stands at $675 million. The size of the GOH contribution is a 
function of the ability of INVA and particularly the collaborating PVC 
implementing agents to undertake the outreach activities. Discussed earlier 
was the high priority attached to ill1'roved rural housing by President Paz and 
the already substantial amount of budget resources that are to be devoted to 
attempts to mount a rural hOUSing program. This Project moves the GOH away 
from a giveaway model which has none of the savings, investment, and reflew 
through the capital fund advantages of the present Project. ¥~ile some might 
consider t::~5e budgetar:: costs as a ('J)H 5ub;:::icy t -:: rural hOllsing, we think 
that tills i:; an appropriate role f or the GOB ir. :h:l. t it re(h!Ces thJ;! 
unnecessary cost of risk and the cost is small 1,n relation to the model the 
GOH would be most likely to follow in the absence of this innovative and 
somewhat experimental Project. 

We conclude therefore, that the Project has an acceptably hig, 
benefit/cost ratio, has no negative effects on 'the structure of production or 
the economy' 5 infrastructure, and that the Project is a least cost solution 
for the GOH to meet the cOlJ1lelling requirement of improved rural life. Thus, 
that Project is econanically feasible. 

B. Institutional Analysis 

1. Intermediaries 

a. Committed and Probable Intermediaries 

The Project has been under constant discussion with a 
number of Pm's starting before the PID was reviewed. Recently sixteen PVC's 
attended a workshop in which the Project and the draft implementation contract 
were discussed in detail. As a result six Pm's verbally committed themselves 
to act as intermediaries under the Project. They have been requested by INVA 
to express their interest in writing. A seventh PVC is awaiting home office 
approval. None of the others declared that they were uninterested and may 
decide to enter at a later date. This section describes the nature and 
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capability of the six committed and the one probable intermediaries. 

i) CARltAS - Caritas started operations in Honduras in 1958 
and received its legal status (personeria luridica) in 1969. The Central 
office coordinates CARltAS' effOrts with t e catholic Relief Ser.vice (CRS), 
and provides financial support for the seven regional offices throughout the 
country. Central office personnel include a director, three secretaries, a 
messenger, two administrators, a socia-economic advisor and a socio-religious 
advisor. The regional offices each have an administrator, a secretary and a 
supervisor who are paid by the central office. Full time, paid promoters are 
assigned to each region. CARltAS presently has 53 fuH time salaried 
promoters throughout Honduras. These promoters rely on the assistance of 
volunteer representatives to organize the carmun.ities, and assure project 
acceptance and follow through on implementation. At present, CARItAS has 945 
part-time volunteer promoters serving their respective villages and nearby 
communities . These part-time promoters concentrate their efforts on specific 
projects which are designated by the salaried promoter for the area. 

In general, CARITAS operations are highly decentralized. 
The regional offices operate independently fran the central office, and this 
independence is also evident at the level of diocese and parish. The only 
programs which CARI~ continues to maintain on a national scale are the Food 
for Work Program and the Child-Feeding Program. 

ii) Save the Children - The Foundation is working in three 
impact areas , wh,ich have a total population of over 50,000 potential 
r,:, :- ~ : k!, ;l r ie~ . !!'ey are: Pe spire - a lc~~·- l ~,· i :-:.g rur.:! ! .:l!'~a Id,th extrP.me l y 
hi lly terrain ; La Esperanza, in the cicpu:~er.t of :;-..ticccJ. , a high iJ.a..,d n rr:!.l 
area populated mainly by Lenca Indians j and, the poor barrios of Tegucigalpa. 
Activit ies are promoted through 10 field extensionists Who assist in 
developing small industries , weaving cooperatives, fish ponds and sawdust log 
production. In addition to the ten salaried field promoters, Save the 
Children relies heavily on Peace Corps Volunteers. The central office staff 
consists of a director, an administrator, an accountant, 2 secretaries, an 
urban projects coordinator and a rural projects coordinator . Save the 
Children coordinates effectively with other agencies and receives in return, 
program support such as food from CARE, credit frail CEDEN and transportation 
of materials frail the JNBS. 

iii) Asociacion "San Jose Obrero" - The Association was granted . 
personeria juridica in 1974. It operates a commercial and industrial center 
Wliich proviaes I«lrk for the un<!I!IPloyed in the municipality of Choluteca. In 
re~onse to requests from its workers for small home improvement loans, the 
association now includes the constru:tion of a low-cost housing project within 
its activities. Training for this project was conducted through the 
cooperation of INFOP and Peace Corps Volunteers assigned to the 
A.I.D. is supporting the overall development efforts of "San '"o07"f 

a $325,000 OPG to promote incane generating projects. I .D.B. has recently 
approved a $500,000 loan to "San Jose Obrero" to expand its current industrial 
operations and to provide credit for agricultural t r ainillg and production 
projects. 



~1II®Il!@ijonn"XllmIW ~1iJ@[\\] am®'ii' 
1,!\\I'l[Ulillblm~~ @@][?W 

- 46 -

The Association sponsors both profit making and non-profit 
activities. The profit-making factories donate their profits to the 
Asociaci on so that it can provide social services. One such service is a 
small health clinic at whi~l ~atients are charged minbnal fees and medicines 
are sold for about half the market price. 

iv) The Asociacion Coordinadora de Recursos eara el Desarrollo 
(ACORDE) - ACORDE was founded in January of 1974, and recelved personeria 
juridica in April of 1975. ACORDE initially worked mainly to channel fundS 
and technical assistance from international organizations to local 
institutions, which then channeled the funds to individual communities or 
projects. In 1978, ACORDE entered directly into the implementation of 
projects, such as sponsoring a small handicraft project in Colomoncagua, 
through the provision of credit for raw material purchases and assistance in 
developing marketing contacts. In aadition, ACORDE is working in several 
rural cOII'IDunities in the department of Francisco Morazan to improve small 
family agricultural plots. 

ACORDE has a board of directors canposed of six members and 
a board of approximately 20 advisors who have a voice but no vote in the board 
of directors. The staff consists of an accountant, a secretary, a messenger, 
a training officer, two full time community organizers/promoters, and three 
part time volunteer community organizers/promoters. 

v) 
(FACACH) - FACAOl 
5c:;;:n its ~,;,~!"?ri~nc. in 1966, and has :;:ro\\n to bcccme CIne of th~ strongest and 
most effective of the cooeradve in:;;:i tuticns 1n the country . . 1.S ,.n 
intermediate credit institution, fACACH has mobilized ( through grants and 
loans) a total of L. 12,600,000 for the use of its "rban and rural members. 
In addition to its credit services, the Federation also provides its member 
cooperatives ~th training and educational services. A substantial portion of 
the credit mobilized by the Federation (66\) has been channeled through 57 
rural cooperatives for the purpose of relending to members for agricultural 
production and related purposes. 

FACACH is likely to lend mainly to individual 
subborrowers. It does not have a cOlllllUllity development program of the kind 
that has been identified as being key to Project success, and special 
arrangments will have to be made to ensure that the objectives of the program . 
are achieved. One possibility would be obtaining local level cooperation with 
the JNBS promoters who are active in many of the towns where there are FACACH 
cooperatives. 

vi) Meals for Millions (MfM) - MfM has as its objective the 
relief from and prevention of malriutrition. It sponsors nutrition training 
programs, and production of low-cost, highly nutritious foods that can be 
grown locally. Self- help is stressed for all sub-projects and program 
methodology varies fran community to community in response to the specific 
situation. MFM is now assisting the Ministry of Health to strengthen its 
rural services to the rural poor in the department of Olancha. Training is 
provided to both the MDH village health promoters and community leaders. 
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To support these efforts, MFMmaintains a staff of a 
director, a part time secretary, and three salaried field pranoters. It has 
activities underway in nine rural communities of Olanche. MFM relies on part 
time village volunteers to conduct follow-up supervision upon completion of 
the training provided by the promotors. 

vii) CARE - CARE is not yet counted as an intermediary because 
its participation intlirs Project has not yet been approved by CARE's New York 
office. The CARE representative in Honduras, however, hopes to obtain this 
approval and to participate in the Project. CARE is one of the best known 
PVD's in Honduras. It maintains a pennanent staff of 7 field promoters that 
work in all areas of the country. The promoters are responsible for specific 
geografic areas and have utility vehicles, Which facilitates efficient project 
supervision. CAREts majer programs are school constroction and potable water 
systems, ..tlich are built by camnmity volunteer groups. When CARE obtains 
Central office approval, it intends to request funding to sponsor hame 
improvement loans in one or two camrunities on a pilot basis. CARE would then 
determine the feasibility of continuing in this Project based on the results 
of those efforts. 

b. Intermediaries Management Capability 

The PVOs' manag .... nt systems and capabilities vary a great 
deal. Three of the seven probable intermediaries -CARE, Save the Children, 
and ~~ls for Millions- are Honduran affiliates or offices of worldwide 
assistance programs lar~ely funded from U.S. sources. FACACH has developed . 
very cc:f!?~: '; : ~ '.: r:':i!"I:~g~:::.: nt ov~r the years J although scme of the inriividual 
cooperatives may be ,·;eak. San Jose Obrero :md ACORDf are well run national 
organizations who receive significant assistance from aboard. CARITAS is a 
large, highly decentralized organization, which is quite appropriate given the 
cOlllllUl1i ty level focus of its programs . In general, the degree of . 
sophistication of management systems correlates positively with the size of 
the . PVC and management capability is more than adequate for the purposes of 
this Project. The Project includes training activities intended to improve 
the intermediaries' bookkeeping, hane construction, and pranotion 
capabilities. Any other weaknesses observed during implementation will be 
addressed through the canbined efforts of INVA' s technicians and the rest of 
the POD staff working together with the PVO to improve the PVO's performance 
mder the Project. 

c. Bookkeeping Practices 

Based on information from a local public accounting firm 
that has extensive experience in working with PVC's, both in conducting 
mandatory audits and in providing acCOlDlting aSSistance, most PVO's maintain 
minimum accounting records and doctJDelltation. Generally the quality of the 
bookkeeping and administrative procedures vary with the size of the PVO and 
the scope of its activities in each geographic area. The Project design 
includes training in bookkeeping syst..,.s for those PVO's that need it . It is 
expected that most of the PVO intermediaries wi'll require assistance in the 
following areas: 
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Cash Accotmting: Making disbursements using a simplified 
voucher system; completion of documentation required for reimbursement; 
collection of borrower payments; and retention of documentation. 

Subloan Accotmting: Establishing subloan cards and files; 
posting a subloan control sheet; posting individual subloan disbursements and 
collections; calculating and posting interest accruals; sending payment due 
notices to subborrowers; closing loan records; and retention of records. 

Materials Accotmting (for those PVO's who stockpile 
materials in warehouses): EStablishing materials record cards; posting 
transactions for receipt and issuance; taking periodic physical inventories; 
reconciliation of material issuances with subloan disbursements, and retention 
of records .. 

Reporting Procedures: Completion of periodiC reports to 
INVA including format, content and preparation procedures. . 

Delinquent Loan Procedures: Defining delinquent loans; 
identifying alternative corrective actions; documentation of collection 
efforts; and preparation of special reports to INVA. 

INVA will set forth the above procedures in a manual which 
includes a step-by-step explanation of the entire process for each of the 
above activities. Additionally, INVA will provide the PVO's with samples of 
all the preprinted forms and dOClments that may be required. 

d. Purchasing Practices 

The potential intermediaries, in general, do not follow 
detailed procurement regulations. Normally, however, they do seek the lowest 
available competitive price. The larger organizations occasionally request 
competitive bids for major purchases, but usually purchase materials from 
sources previously identified as the lowest priced supplier. Because of the 
purposes of their programs, several of the PVOs have arrangements with larger 
commercial dealers to provide materials at a little below the market price. 
While all the private and voltmteer organizations feel that they do "shop" 
before buying, supporting documentation attesting to such is seldom obtained 
unless required by a financing source. 

The PVD's in general are sensitve to AID's concern for 
following good commercial practice and obtaining the lowest price on materials 
purchases. They will be asked to docunent the price comparisons (phone or 
wri tten quotations, pro-forma invoices) on materials purchases tmder the 
Project. All of the probable intermediaries have had experience in managing 
an A.I.D. OPG, matching or outreach grant. They have had little difficutly in 
satisfying AID's concerns in these areas in past projects. Given the nature 
of this program, their procedures are considered to be acceptable. 
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e. capability of Likely Intermediaries 

This analysis has demonstrated that the PVC's have the 
capability to carry out the project, identified the areas that need 
strengthening and shown that these areas will be addressed under the Project. 
In SuIl, the intermediaries maintain a lean but efficient management, have an 
excellent relationship with the target group, have a catlllendable record in 
carrying out development projects, and have an adequate outreach capability 
for this Project. 

Z. INVA 

a. 

In the wake of Hurricane Fifi, A.I .D. provided both 
iJJmediate and long term recovery assistance. A one million dollar Rural 
Shelter Reconstru:tion Loan (5ZZ-W-OZ8) was iq>lemented through INVA. Of the 
total authorized amount, $650,000 was disbursed, and over 1,000 rural shelters 
for agrarian reform. famili es were constnx:ted. The Project demonstrated that 
unskilled laborers, with rndnUnal training and superviSion, can construct their 
own houses USing permanent construction materials. However, the project was 
not totally successful . It took too long to cCq>lete and the houses built may 
have been inappropriate . To achieve siq>licity, a standard design was offered 
with l i ttle or no construction flexibility. In addition, new housing colonies 
were constructed rather t han attaching new units to existing structures . The 
~ .... ,..:::; -, ., - ;oc;: ..... -. .., T,c;1 " - ~ "- ~ - . .. :.., - -...: .... ", ... ;",=oi l'" ••• ~ •• .J .;: \--',;C" :-:~-''''' - ~d frUl" 
- - • . ~ - .. - - -. - -- - • •• - . . . .... . ... . . ... .. ... . .. . ' . " ..... ... . 1. ,. --r'r -' - - -
trees, shade and other services and conveniences that the new ho~L&6 color.i es 
did not offer. As ·a result, a number of houses remained vacant until I~VA 
designed a procedure to pass the provisional ti tIes from the intended 
beneficiaries to interested families which were being resettled under the 
Aguan Valley development program. 

b. Experience with Urban Hane Improvement Projects 

INVA has gained same experience in urban hane iq)rovement 
through a SINlll program of loans to poor families in the country's largest 
cities. Approximately five years ago, INVA created a special unit for urban 
hane iq>rov ... ent loans. This unit, known as the Department of Savings and 
Loans, has now provided loans to same 800 beneficiary families . This 
relatively low lending level appears to be due principally to lack of 
promotion. In part, it may also be due to the focus on providing halle 
iq>rovement loans almost exclusively to beneficiaries of past lNVA 
construction projects. These factors will not be constraints under the 
present project, and we do not believe the experience of INVA under the urban 
home improvement program portends difficulties for this Project. 

c. Recent Improvements in INVA Management and Organization 

Since its creation in 1957, INVA has not enjoyed the best 
reputation among GOH institutions. Its housing production efforts have been 
costly and inadequate. Frequent managerial changes have not helped establish 
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permanancy and stability in planning or in operations. However, over the past 
two years, INVA has made much progress in improving its middle-level 
management and organizational capacity. A recent evaluation of an INVA 
urbanization program credits the institution's efforts and dedication, along 
with appropriate and timely technical assistance from ~.I.D., for a successful 
reorganization effort . Developnent of strong middle-level management was the 
major focus of the reorganization, in accordance with the recommendations of 
the Mexican consulting firm which was contracted by INVA three years ago. The 
result has been the establishment of a restructured and strengthened 
institution. 

While in the past INVA concentrated almost exclusively on 
construction of finished houses for lower middle class urban residents, its 
interest in really low-cost affordable solutions for the poor has been 
increasing in recent years. Recently, INVA adopted new regulations for urban 
home improvement loans, which make the institution more responsive to the 
needs of poorer families by reducing INVA I 5 minimtm income requirements in 
making loans available for shelters in marginal communities. 

INVA's planning and management capabilities in organlzlng 
and implementing shelter programs has greatly imP.roved in recent years . 
Greater dele~tion by the Board to management over key operational details has 
resulted in greater flexibility in the day to day decision making. This 
bmprovement has been made possible in large part by the Board's confiaence in 
the strengthened middle-level management of the institution. The results of 
this more 'flexible structure are evider.ced by the improvements that have been 

~' . .:: '.;; t ":~ : " :_ :_ W.! : -:?orti::.; 3}'s t~1l, pnrticularl}~ on fir.:::':l.cial mC!t ters; the 
greater effect iveness :; i the budgeting system; and much L.'l' nj\,~:.i i:: : ~ri:lgenc;: 
coordination. ~.though not all areas of the organization have experienced 
improvements to the same extent, the results are encouraging and speak. well 
for the more general institutional capacity to effect needed organizational 
changes. 

d. INVA Capability to Carry OUt Its Role in the Project ' 

Under this Project INVA will function as a financial 
institution - a Significant departure from its previous efforts in which it 
attempted to play the role of low-cost, new housing developer in rural areas. 
INVA management realizes that the costs in originating thousands of small 
subloans for small, supervised home improvement loans would prohibit it, or 
any agency that do.s not maintain a permanent mid-level labor force in the 
field, from economically providing assistance to rural families. MOreover, 
INVA does not have the administrative or physical infrastructure to provide 
subloans and directly supervise construction efforts at the cCJllllUllity level. 
It is within INVA's capacity to function as a financial institution and 
monitor the tmplementation efforts of the intermediaries. To keep its costs 
as low as possible and its functions within those areas in which it has the 
greatest expertise , INVA will even contract most of the training activities to 
INFOP. 

through the PCO, 
INVA's administration of the Project will be faciiitated 

which will be established as a separate implementing unit 
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within the Rural Housing Division. This division is presently receiving full 
time technical assistance from an architectural engineer provided by the SEC. 
The Office's location and staffing levels should be sufficient to ensure that 
it is able to carry out its role effectively. 
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IV. IMPLE/o1ENTATION ARRAN;BtENI'S 

A. Detailed Budget 

The total cost of the Project is estimated at $3.4 million. This 
wi1l be financed with A. I.D. resources of $Z.5 mi1lion and a cotDIterpart 
contribution of $900,000, which is approximately Z6' of the total cost. In 
addition, the GOH will contribute an additional $1.0 million in equal 
installments over a five-year peri od starting the year after completion of 
project activities. The detailed budget and a pro jection of disbursements by 
year are shown in Tables 8 and 9, respectively. Project acth-ities are 
expected to begin shortly after signature with disbursement's beginning in the 
last quarter of calendar year 1981. Thus, the calendar years 1981-1986 shown 
in Table 9 are slightly out of time phase with years one to five of the 
Financial AnalysiS, which has resulted in slightly different disDursement 
figures. 

B. Procurement and Disburs5Ient of Project Ftmds 

1. Procurement 

The Home imProvement Acti vi ty involves loan f irWu:ed credi t and 
self-help labor by Project beneficiaries. The credit ftDIds will finance 
mainly off-the-shelf purchases by the intermediaries acting in the role of 
Intermediate Credit Institutions (ICI's). The purchasing practices of 
potential intermediaries other than those discussed in Section III.E above 
will be revie~ ... ed and accepted pri er to qt:alif;-irig the insti tut ion t o 
par tl·cl· .. · · :> In - .". -. - .. - . . ~ ..... -,.. i .... ~ 1 T D, ~ -.,rov- l -< ICI ... ... .,- s~ ,.. .. : -- s 

!'~ .... J .... .. ~ . ..... _ _ ... . .... t''' - .. ~ . .. ~ • • - ."1' '" v . .. .. _ : . ... .... ~~'-'" 

during implementation i s plarmed ... a practice that is consistent with the 
provisions of Handbook I , Supplement B, Chapter 19. 

The Institutional Development Activity involves six Loan and 
Grant financed procurements by INVA. These are: 

Procurement Action Approx. Cost ($) 
a. 10 Vehicles 120,000 
b. 10 video-tape and three CINVA-1Wf machines 17,100 
c. Consulting services for design of management/ 

bookkeeping and video construction courses 12,000 
d. Technical services for basic construction 

techniques course and provision of 10 copies 
of the course Z63,600 

e. Technical services of Materials Produc-
tion teams 318,600 

f . T.A. for informative evaluation Z4,OOO 
g. Professional services of Project Coordin-
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TABLE 8: Detailed Project Budget ($) 

1,500,000 
Borrower downpayments 
Self -help labor 

Total Acti vi ty 
2. Institutional Development 

Personnel 
1NVA/AID Coordinator (60 P/M) 

Technical Assistance 
Evaluation Specialist (4 P/M) 
Bookkeeping Systems Ad. (1 P/M) 
Construction Course Prepara-
tion Advisor (1 P/M) 

SUBTOTAL 
Trainins (Includes commodities 
neeaea 1D providing training) 
Bookk'>eping Courses (7) 16,400 
Basic Construction Courses (8): 
- Preparation and 10 copies of 
. video course 37,240 
- Ten Video T . .:lpe ~llcHr;.~ s 15,000 
- 2-mC111..;1 cc ... :: .3e3 (3; 228,800 

SUBTOTAL 281,040 
Local Materials Production Courses 
- Tools, INVA-RAM machines and 

roofing sheet molds (3 sets) 3,600 
- Vehicles (3) . 36,000 

168 field demonstrations 
(Ave. 15 days each) 

SUBTOTAL 

5 pick-ups; 2 jeep 
type) 84,000 

Operatins Costsll 
ACtivity SfiSlOTAL 736,040 
contintencies/lnf1a-
tion 8') 63,960 

TOTAL ACTIVIlY BUD.UDD 
TOTAL ffiOJECT Z,300,OOO 

Y see Annex 9.4 for calculation of INVA costs. 

OTAL 

1, 

164,000 164,000 

24,000 24,000 
6,000 6,000 

16,400 

37, 240 
15,000 

228.800 
Z81, O~J 

3,600 
36,000 

84000 
3~~6~~0 300 600 

200,000 30 ,000 l,23t,040 

63,960 
200,OO~ 300,000 l,3~O,OOO 
200,000 300,000 600,000 3,400,000 
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Rural Housing Improvement 
Projected Timing of Project Implementation 

(U.S. $ 000) 

Description 

AID Loan Ftmds 
Credit FtUld 

Training 
Vehicles 
Contingency & Inflation 

Sub-total 

AID Grant Ftmds 
Personnel 
Technical Assistance 

Sub-total 

CotUlterpart 
Borrower Downpayment and 
Self-help labor 

INVA Operating Costs 
Sub-Total 

TOTAL 

1981 

100 

77 
84 

261 

16 
24 
40 

40 
38 
78 

379 

Calendar Years 
1982 1983 1984 1985 1986 TOtAL 

396 

218 

28 -
642 

33 

33 

159 
70 

229 

904 

350 

187 

22 
559 

33 
12 
45 

140 
58 

198 

802 

243 236 175 1,500 

68 68 34 652 
84 

6 5 3 64 
317 309 212 2,300 

33 

33 

97 
57 

154 

504 

33 16 164 
36 

33 16 200 

94 70 600 
52 25 300 

146 95 900 

488 323 3,400 

INVA will carry out the procurement of i terns a. and b. according 
to the competitive procedures contained in Handbook 11. Items c., f. and g. 
require the services of a single individual in each case, and LNVA will 
negotiate personal contracts for these items. There are special 
considerations involved in the other two items that require variations from 
normal procurement procedures. These are discussed below: 

a. Training Services for the Basic Construction Techni9ues 
Course (BCTC). The Honduran Professional Formation Institute lINFOPJ 1S the 
major training institution in Honduras. During its six years of existence it 
has developed an excellent reputation among all sectors as a well managed, 
professional organization. INFOP has significant experience in training 
low-income residents in all phases of construction. In order to ensure 
Project replicability, the capacity to train promoters must be available to 
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INVA after the Project ends. INFOP is the only organization in Honduras tha~ 
can make this service available on a continuing basis and its contract with 
INVA will obligate it to do so. INVA intends to sign an interagency agreenent 
wi th INFOP to provide these services. The agreement will also call for INFOP 
to provide the instructive materials for the course. INFOP will probably 
contract with the National Agrarian Reform Institute (INA) for development of 
the course. INA. has experience in training Cj7eSinos which it has 
gained through its Training Program (PROC~ It lias developed a 
special office, Programs Development Office (SIPCAR) which 
has the necessary equipment, persormel and experience to develop audio visual 
courses. INFOP, INVA, and AID believe that this office is uniquely qualified 
to develop the BCTC and INFOP intends to subcontract with INA for SIPCAR's 
services. 

b. Materials Production Teams (MPT's). The Project design 
requires that the capacity to proVlde assistance 1n local materials production 
also continue to exist after the PACD - a ccmni tment which INVA is unwilling 
and unable to make in view of the high costs involved. INFOP is the only 
organization in Honduras, capable of providing this service on a continuing 
basis. An interagency agreenent between INVA and INFOP for these services 
will be signed. The agreement will provide that INFOP continue to make the 
services of the MPT' 5 available to lNVA after the contract ends. 

The Interagency Cooperating Agreements between OOA and INFOP 
described above will be reviewed and approved by USAID/H prior to signature. 

'l1\C r :;=~I:i.i~6 .: :.::~:; pr ogl':'::::-.':! .:! £·.:.r t :ti3 Act: : d ty are for 
'l" ""Cl'ng .: . .. - .' : ... I.. .' 't . .. , :.,., c __ ,,~. :-!- " '- e Rural '"OUS1' " " Tecl-:n; -''''ro<'> ~ I""", .... ~ .. .I. ......... . . .; . H - - -''\, ''- - ''-~' '6 ' .. .... ~ " . • • 1.. ., •.• 01 •• ~ . .. 1..: __ .,.., 

oi L\'VA' s Project Coordination Office will be responsi ble. The t ra ining will 
involve only off the shelf purchases and reproduction costs , neither of which 
is expected to require procurement. 

2. Source and Origin of Goods and Services 

In accordance with the procurement arrangements described above, 
the following Source/ Origin codes will apply: 

a. Loan - Code 941 and Local, except for procurement of 
veEicles which must be of U. S. origin. 

b. Grant - U. S. and Local 

3. Disbursement 

No unusual disbursement arrangements are contemplated under the 
Project. INVA will request reimbursement for credit from A. I.D. on the basis 
of the lists that the intermediaries send to ~A of subloan recipients, 
disbursements , and evidence of receipt of disbursement by the beneficiaries. 
Disbursement for other Project costs will be made on the basis of 
dOClJllentation normally required by the USAID/H Controllers Office. A. 1.D. may 
provide advances to INVA as needed to ensure optimllD u'Plementation of the 
Projec~. INVA in turn, may provide advances to the intermediaries for the 
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Heme Improvements Activity. 

c. Evaluation Arrangements 

Both impact and progress evaluations of the Project will be 
undertaken. The design of this Project offers an excellent opportunity to 
conduct a thorough formative evaluation of the Project's impact since the 
focus is on individual faldlies rather than a general problem, sector, or 
cOlllllUllity. The impact evaluation will be conducted with pre and mid-Project 
measur ... ent techniques. A socio- anthropologist, assil!!!ed to the A. I.D./W 
funded Mass Media and Health Practices Project, will assist in designing a 
survey form to be used by the intermediaries' pranoters to gather sufficient 
socio-ecananic data to provide a baseline measure of target group conditions. 

After two years of Project execution, a consultant will be contracted 
wi th grant funding, to conduct a SW"Ver of the Project beneficiaries to 
determine the effects of the housinS improveoents in terms of ~roved health, 
attitude on life, and the general llving conditions of the beneflciaries. It 
is antiCipated that this consultant will gather the data necessary for 
assessing the feasibility for the GOH and other donor continuation or 
expansion in this field. 

The evaluation, which will be based on the consultant's report, will 
be carried out by a conmittee of representatives of GOH and other 
organizations involved in the planning and ~lementation of rural housing 
projects. These organizations, at a min~um, will include INVA, AID, the 
Intenuc;;Cl J.ries, the J?\'=S, CO;';SU?LAt\iE, the ;.:inlstry of Fir.a."'lcc and possi~l }' the 
Armed Forces. The scope or the camni ttee' s i:lquiry will l.i..:l t.:':;;;: 

1. Technical and financial feasibility of home improvement programs, 
including the sufficiency of the number of intermediaries in view of the 
Project purpose; 

Z. Advantages and disadvantages of GOH direct administration of 
rural housing programs vs. secondary level financial operations; and, 

3. Comparative cost/benefit analysis of new construction vs • . the 
progressive home improveoent approaCtc 

Progress evaluations will be conducted on a continuing basis by the Projec1: 
Coordinator who will sulJDit semi-annual progress reports throughout the life 
of the Project. These reports will focus on the degree to which the 
implementing agencies are fo~low~ the strategy and procedures outlined, the 
types of implementation probl .... that occur, and the strategies adopted to 
overcome these probl..... A critically important indicator to be monitored and 
evaluated is the rate of acceptance in recipient ccmm.atities in relation to 
the promotion strategies used by different agencies. 

In addition, the Project Coordinator will be responsible for 
sulJDitting general reports describing probl .... requiring attention as they 
arise. Both the fonaative evaluation and informal reviews will provide a 
basis for adjustments of assistance for the intermediaries and determine if a 
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revision in design is required. 

D. Negotiating Status, Conditions and Covenants 

In order to ensure ad"luate implementation of the Project, the 
following special conditions are considered necessary: 

1. Condi tions Precedent to Disbursement 

Prior to first disbursement, lNVA will propose a candidate to 
act as its Project Director. Prior to first disbursement for credit, INVA 
will provide evidence that it has assigned to the project on a full time basis 
at least three rural housing technicians, an audi tor and an accotmtant; and 
has made arrangements to contract for: professional services of an LWA/AID 
Project Coordinator; technical services to prepare the bookkeeping and the 
Basic Construction Techniques courses, and the services of Materials 
Production Teams. 

Z. Covenants 

The OOH will covenant that, except as AID may otherwise agree in 
writing, it will: contribute the AID funds to INVA; maintain the level of the 
Credit Fund at no less than the "luivalent of $1.5 million during Project 
implementation; provide $200,000 per year for sublending capital to INVA for 
five years after the Project activities are completej cause INVA to obtain 
A.I.D. approval in writing prior to qualifying each intermediary f or 
~::-: i .:':?& :i c·:: iil t::~ ?l·-::5.o: .. ..:t; cause !~,VA to full y st1':f i::3 ?:-~j~ct 
imple:r.entation tmi t with the persoJU1ei ';'1'eci ii';:Q b .. ,,-."'l~; ~ 1 of ::h~ ~\;:~;;::~er.t 
by the end of the second year of the Project; and, ensure a reasonable 
geographic distribution of credit funds throughout the country. 

3. Negotiating Status 

The Project has been developed with INVA and discussed with the 
Ministry of Finance, which is in agreement with the Project and the proposed 
terms and conditions. A letter of application has been received fran the 
Ministry of Finance. . 

4. Project Ccmnittee 

The Project Paper has been developed by a joint USAlD/H and OOH 
Project CGIIIIlittee, whose members are: 

a. USAlD/Honduras 

Person/Role 
Ray BallD, Chairperson 
Francis Conway, Housing Adviser 
Marcos Zavala, Budget Expert 
Francisco Figueroa, Engineering Adviser 
John Kelley, Social Analyst 
Joe LlJDbardo (contractor), Social Analyst 

Office 
uSAID/1\l( 

ROCAP 
USAlD/CCNr 
USAlD/l'CR 
USAlD/HRD 
USAlD/HRD 



._' 
"eTror/ 
OrtlCE 

AtD 

HSC 

CONS 

OAO 

HILGP 

PC 

eHROll l 

AID 
A!:'TI"~ 

prP· 

P 2Je6"6Z DEC 80 
FM S[CSTATE WASHDC 

[NCO::.NC 
Tf:r.t1CICAI.PA 

UNCLASSIFIED tl££Z3 ,-4 1 Z ,80 
I • 

TO A~EMBASSY TEGUCIGALPA PRIORITY 2119-~O 
BT 

ANNEX ·A.l. 
PAGE 1 OF 2 

UNCLAS STATE 337981 

"BEST AVAILABLE DOCUMENT 
AIOAC 

E.O. 12865: 

TAGS; 

SUBJECT: DAEC REVIEW OF RURAL HOUSING IMPROVEMENT PID 

1. SUMMARY. THE DAEC REVIE~ED AND APPROVED IN 
PRINCIPLE SUBJECT PID ON DECEMBER 12, 1980. ALTHOUGH 
THE PROJECT IS APPEALING IN MANY WAYS, THERE ARE MANY' 
UNANSWERED QUEST-OUS THAT RELATE BOTH TO ITS OVER­
ALL SOUNDNESS AND TO AN UNEASINESS OVER LONGER TERM 
STRATEGY OF THE GOVERNMENT OF HONOURAS eGOH)TO MEET 
UEEDS OF THE RURAL POOR FOR IMPROVED HOUS-NG. AS 
A RESULT, THE MISSION SHOULD PREPARE AN INTERIM RE­
PORT eIR) THAT STRENGTHENS THE PROJECT RATIONALE 
AND.PROVIDES MORE DETAILED DESCRIPTION OF FROJECT 
ACTIVYTIES.GUIDANCE-AND-COMMENTS FOR IR FOLLOW. 
2. LONG-TER~ GOH CO~MITMEnT TO RURAL HOUSING. IR 
SrlOULD DESCRIBE EXISTING GOH POLICIES AND PROGRAMS 
AND THE HATIO~AL HOUSING PLAN THAT INVOLVE RURAL 
HOUSING AND EXAMINE Hew THESE POLICIES AND PROGRAMS 
RELATE TO PROPOSED PROJECT. IR ALSO SHOULD DISCUSS 
THE aOH'S I.CH;GER-TERi'I RURAL HOUSING STR.oHEGY, AS 
WELL AG GOH CuMi'lIT~ENr Te RURAL HOUS!~G AND RESOURCES 
WHICH :: ~I~~ PUT I~TO SECTOR. IN DISCUSSING GOH 

RURAL HO~SI~G S7EA;~:~. !~ ~LSO 5hC~L~ CLARIFY 
B~SIS ~PON ~HICH IT ~AKES SE~SE FOR ih~ GOH Te 
SUPPORT RURAL HOUSING--FOR EXAMPLE, DOES GOH SUB­
SIDIZArION CF THE HOUSING SECTOR MAKE SE~SE IN 
TERMS OF CU~RENT ECO~OMIC AND FINANCIAL PROBLEMS? 
PART OF ~NSWSR TO THIS QUESTION WILL 'DE?END UPON 
CURRENT A~D PROJECTED EFFECTIVE DEMAND FOR RURAL 
HOME IMPROVE~ENT LOANS. THAT IS, ASSUMING DEMAND 
INCREASES AS RESULT OF PROMOTION AND DEMONSTRATION 
EFfECTS fROr. THIS PROJECT, CAN THE GOH AFFORD TO 
ENTER INTO A GOVEHnMENT SUBSIDIZED HOUSING PROGRAM 
AT THIS TIME? 

3. FINANCIAL STRATEGY. THE IR SHOULD DEMONSTRATE 
THAT THE CARrTAS MODEL IS A TESTED, FINANCIALLY 
VIABLE APPRCACH WHI:H CAN AND SHOULD BE USED BY 
OTHER ORGANl!ATlONS. IT SHOULD IUCLUDE A DETAILED 
DESCRIPTION CF HO~ THE CARITAS'SYSTEM WORKS AND 
ADDP.ESS THE fOLLOWING POIHTS/QUESTIONS: 

-- A. THE PROJECT PURPOSE SUGGESTS A LO=~ TERM 
STRATEGY; YE7, THE SYSTEM APPEARS TO BE DECA?ITALI­
ZING OVER TI~E. MISSION SHOULD ENSURE TH~T THERE 
IS ENOUGH CAPITAL LEFT IN THE FUND OVER THE LONG 
TER~ TO SUPPORT FUTURE PROG~AMS. HOW ~ILL RURAL 
HOUSI~G BE FI~ANCED AFTER PROJECT COMPLETIOU7 
~~_r IS THE LOHG TERM FINANCING STRATEGY7 CON-. 
VERSELY, IF PROJECT PURPOSE IS NOT TO ESTABLISH A 
SYSTEM, BUT RATHER TO EXPERI~ENT ~ITH VARIOUS 
APPROACHES TO DETERMINE WHICH IN THE LONG-RUN MAY 
BE MOST VIASLE, lR SHOULD CLARIFY THIS POINT. 

-- B. THE TERMS THAT ~ILL BE APPLIED TO hOME 
VEMENT LOA~S -- ;, " 
IMPROVEMENT LOANS -- IhTEREST RATE, PAYBACK PERIOD, 
DOWNPAYMENT, ETC. -- SHOULD BE FULLY DESCRIBED. 
ALSO, THE IP. SHOULD DiSCUSS IN SOME DETAIL WHETHER 

'OR NOT AND, IF SO, WHY DIFFERENT TERMS WILL BE 

TTNrr, A ~~T~Tpn 
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US OR DifFERENT E~ECUTING ENiltl l S, lR. SHOU~D 
EXAMINE I"P~lCAtlONS Of SUCH DIFFERENCES IF THE 
M15S10N DECIDES TO PROPOSE HAVING DIFFERENCES. 

~_ c. DEMAND FOR RURAL HOUSING SHOULD BE DESCRIBED 

LEAST GENERAl. tERMS 
IN AT LEAST BROAD, GENERAL TERMS, RELATING DISPOS­
ABLE HOUSEHOLD INCOME LEVELS TO AVERAGE SIIE 

. . 

OF 10101'1£ \ IMPROVEMENT LOANS. WMAT SlR~fldof SOCIETY 
WILL PROJECT OUL wlTH? lR ALSO SHOUl.D 9ISCUSS ~HE1HER OR NOl THE DEMAND FOR CREDl-t CAN JUST l£'Y 
SUCH A LARGE NUMSER OF DELIVERY MECHANISMS. 

• 

4. INStITUTIONAL AND ORGANIZATIONAL SUPPORT SYSTEM . 

A. INVA. CONCERN ~AS EXPRESSED THAT THE PRO-
JECT ~OULD OVERLOAD THE HOUSl~G INSTITUTES (lNVA) 
CAPABILITIES. lR YILL NEED TO DEMONSTRATE THAT 
lItVA HAS tHE RESOUR'CES AND CAPABILITY TO MANAGE 
fUNDS AND COORDINATE THIS PROJECT IN ADDItION TO 
IrS ON.GOI NG PROGRAM. IT SHOULD DESCRIBE THE INVA 
ORGANIZATION AND IDENTIfY POSltlO~S THAt wILL aE 
CHARGED wITH IMPLEMENTING NEW PROJECT. IN ADDITION, 
MISSION AND GOH SHOULD WORK OUT A STANDARDIZED SySTEM 
70 MANAGE OA, HG AND EXECUTiNG AGENCY MOtlEY THROUGH 

, 

' IIVA . 
__ B. EXECUTING ENTITIES. IR SHOULD DESCRIBE 
£XECUTlfIG ORG,\lI1ZAilONS IN SOME DEHoIL, EXPLAIN 
I,IHY tHEY ;.RE I1/VOLVED IN THE PROJECT, AND It/ClUDE 
QRELl~INARY PLANS AGREED TO ay MISSIO ~ . tHE GOH 
.. 'Ii) T.He: l i1P le: ~1t::NTUIG l'ITll1.c:~ tHAT DI:::Sc;cIDt: HC",j 

Hi:: PK OJ£Ct ',lllL 3'e. CMUilt:D OUT. T~lS :i~OU LD ~it:L 'ID:: ;,H~ t'( S::~ ':'F ~,\ c:-! :::11111::::::' !li"H :ii.I~'lIl n e. · 
'::' : = , 1,\",,,£ 5 v, ;-I\ ..... ,~: .. ;, ... .;.;i.;'nl l..:..:: .. J ... ,.~ .. ; :..;, ;, : -

1;:G C05i~, v \. z ;,,; ~,:." '\ 1l ~ .;;;.:...d, ;.l:. i'. :.. • • ): :-, :::::.. !::..: ;. .. 
',JELL AS A O~SCRIPllO:/ of HO" 1I1VA A;.IJ rHE c.,(C:CJt~ 
lUG ~GA:-IllAilONS 'JIl.!. COOHDIIIAtt: INUit ACTlVlnc.~. 
MUSXIE ., 
,1981 
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PAGE 1 OF 1 

SUBJECT I RURAL HOUSU:a II'PROVEI'IENT ('22-a 17l) 1;1 

I. THE DAEe APPROVED THE SUBJECt lR ON e'/I.'81 . SUSJECT 
TO THE FOLLOWING CONDITIONS, THE I'I ISSION ~AY PROCEED WITH 
pp PREPARATION ,AND PROJEc.J AUTHORIZAtiON: 

A.. THAT THE PROJECT DESIGN EXPLICITLY ADD~i'SS HOW nus 
PROJECT WILL ENCOURAGE THE GaK TO ADOPT A SIMILPR APPROACH 
WITH REGARD TO ITS OTHER RURPL HOUSING ACTI VIT!!S OR At.· 
TERNAtlVELY SHIFT RURU HOUSltlG rU~DS AWAY FROI'! OT)i£R RURAL 
HOUSING ACTIVITIES TOWARD THtS PROJECT IN lATLR Y!ARS. TKE 
MID-PROJECT EVALUATIONS SHOULD BE DESIGNED TO CC~PAR£ THE 
RESULTS OF THIS PROJ~CT WITH THOSE ACHIEVED 3Y OTHER GOK 
SPONSORED RURAL HOUSUG llCTIVITIES. nus EVALUATIOll 
SHOUl...D COYER SUCH KEY POUTS AS DEF'AULT RUES, aVERH£ .. O 
COST$", COItSTRUC':'IO tl QU.4L!rr AHD 8EHEFIClARY S,..USFACTlOH, 
THE PROJ ECT PAPER SHOULD I1ICLUDE Atl EVAL UArION PLAN THAT 
LAYS OUI IIOW OTHER UTERESTED GOK ItlSTliUTIONS \tILL BE Iff· 
VOl'JED , SO~ CO:"PARAoL E OAT;. ~ ILl 9£ GAT HERED ON OTHC:R 
,~ ~:,Y::C7: ! " :: 'iC': !I: ! :O~:'l ~'!'~ OF THE 2'\io\i..U.:.tl:::; "'IL!.. =£ 
D I~:;: :: !I:;.;D C:: . ~ . I ~f ;" c. ;.;.3 .. ; " ::; Z:. ; ;.,; .:. : . 

B. THAT THE PROJECT AUTHOR(lATIO~ IN CLUDE A COUENANi CR 
COrnlITIOH PRECEDENT THAT ?ROYIDES THE MISSION THE BASIS 
FOR VETOING ArlY CA NDIDAit FOR THE POSITIO n or DIRECTOR OF 
THE INVA I!'IPLEI"IEHTIIG UMIT WHO IN A,I . C,'S JUt-GPI£NT CA Mlior 
BE EXPECTED TO AD£QUoIIlELY MNAGE THE PROJECT. 
• • 
C .. . · THAT THE MISSION /'tORE CAREruLLY, EXA"UlE TH£ TYPICAL 
CONSTRUCTIOH PUHS AnD UPG!UDE THE ["'G IHEEiH~G ItlpUTS SUCH 
TKAT THE TECHNOLOGY FOR I""ROYE:O:~IITS I S APpROpRIUE AND 
DESIG ~S SOUND, A BASIC CO NSTRUCTION ~ANUAl . SUCH AS THE 
01.'[ USED BY THE PEACE CORPS. SHOULD ALSO 8£ P::I£pAREDI 
ACQU IRED FOR USC: U THE PROJECT ~ 

z~ IT SHOULD ALSO BE NOTED THAT A FACTOR IN THE APPROVAL 
OF 'THE IR WAS THE I'I ISSH1U' S ASSESSl'IENT THAT THIS PROJECT .. 
CAlI BE /'IANAGED WITH CURilEHT ON .. BOARD PERSOUEL AND THAT 11 . 

' WILl NOT DETRACT FilOI'L l;tIpLE ~ElnAT10N ,OF THE "15SI0:1'S 
'.'i¥8STAHTIAL PORTFOLIO. KAIG 

",772 

," 

UNCLASSIFiED 
.- .--_ .. . .. __ .. -

~ , ... .. _ .... . .... . 
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LAC/Dll-IEE-81-S 

ENVIRONMENTAL THRESHOLD DECISION 

Project Location 

Project Title and Number 

Funding 

Life of Project 

IEE Prepared by 

Honduras 

: Rural Rousing Improvement, 522-0171 

$2.0 million (Loan) 

. . 
$0.5 million (Grant) 

Four years, CY 81 - 85 

Rager L. Russell 
Mission Environmental Evaluation 

Officer 
November 25, 1980 

Recommended Threshold Decision: Negative Determination 

Bureau Threshold Decision Concurrence with ~tission 

Action 

recommendation 

1) Copy to USAID/Honduras, 
John R. Oleson 

2) Copy to IE! file 

Rabert O. OttD 
Chief Eavironmental Officer 
Bureau for Latin America 

and the Caribbean 
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INITIAL ENVIRONMENTAL EXAMINATION 

Project Location 

Project Title 

Funding 

Life of p~ojec:t 

IE! Prepared by 

Threshold Decision 

a. 

b. 

Honduras 

Ru~al Housing Imp~ovement/522-0171 

$2.0 !I:iillion Loan 
$ .5 Hfllion Grant 

4 Yea~· CY 81 - 85 

Roger~. Russell ~~~ 
Miss~ Environmental I 
Evaluacion Officer 

Date: Novembe~ 25, 1980 

Recommendation: 
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This Project will furnish funds to Private Voluntary O~ganizations (PVO's) 
and Government of Honduras (GOH) agencies to provide c~edit in the form of 
building materials to rural homowners to improve their existing dwellings. 
In addition. some training will be involved in basic construction trades 
for both the Project promoters and community representatives. The type of 
improvements to be authorized for each home will originat~jrom each resident. 
A list of improvement options with the estimated cost per ~ will be used 
to determine the home owners preference. Each f~ly will select whatever 
improvements they desire up to a max.ilDum of $150.00 at anyone time. The 
loans will have a relatively short payback period, and the improvements will· 
be in stages, with each stage's loan being paid before the next stage is 
begun. 

Ill. IDENTIFICATION AND EVALUATION OF ENVIRONMENtAL IMPACTS 

This Project will fund only improvements to existing housing. The only 
environmental consequences would be positive by possibly reducing illness 
and disease transmitted by insects, vermin and filth that can infest living 
quarters as they now exist. Improvements such as concrete floors, better 
roofs and reinforced walls would provide a more hygenic interior and are 
indispensable for protection from the elements. 

Since the Rural Housing Improvement Project does DOt involve any actions 
which will have a direct adverse effect on the human environment, a 
Negative Determination is proposed. 

I 
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* Impa.ct 
Ident.i ri '':0.:' ion 
and 
Evn] Utl t. ; ,\~ 

UUD USE 

. 1. Cllanr,ing the cha.l'tlcter of the lnnd thro~h: 

a. Increasing the pO~.J.11 ... tion ---------- ------N 

b. 'Extractins no.tural resources 
______________ __ ____ N ______ _ 

c. Land clc~ring N 

d. Cha.ng!ng soil character ---- ----------- ------
N 2. Altering natural defenses ------------- _______ _ 

N 3. Foreclo~ing i~~o~tant uses ---------------------- ____________ _ 

~. Jeopll!"di ting men or his vorks ------ --- N 

5. Other factors 

D. 'WATER QUAL!~l 

N 1. Physical state of .... ater --------------------- ------
2. Chemical and biologic~ ~~ates N ---------------- ------
3. EcoloSiC'3.l balance 

4. Other factors 

* Us~ the follovinb ~y~bolc: 

August 1976 

N ----------_1 ______ ----- ----

N - r:o c:wi roc!'1:t!11 ii.~·:\,:t. - . , L - J,i t.t 'l.~ cn~l"::::::"·l\t~L: i:~\~:Lc'" 
),1 .. J·1'hi.'r:\Lc- ,-:-:.':ir"t\= .. 'a':..:~l i::tpn..:t. 
11 - 1!i!:.!.!. cmvi: .. ' .. :::c:lt.:1.1 i:::i'lLct 
U - 1II1k1lo ... ·u .l'ftl\l·irC\nr.l~nt:~ in:pnct. 
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N 2. Irreversible t inefficient commi t:lents ----- ---""-
3. Other factors 

. ' , 

1. Alterin. ph)'sical 'r-bel• ______ . __________ N __ _ 

2. Dilution of cultural traaition~" "-_______ ____ N __ _ ,. 
3. Other ractor~ 

F. SOCI0£C.,i:or·:: C 

1 . Chnn{;es in t'con~ic/c=pl.:JY:'lc::"t pa"ttc:rns ________ ____ N ___ _ . , , 
2. Ch 'mgcs in popuhUeD ---------------- ___ " __ 

3. ChDll,es in culturul pa.tterno N ------------
~. OthC'l'2" factors 

- ' .' 
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• 
• -

http:NN'.N.IA
http:N.A.............'N.N..A.AN


II-tPACT IV E!tT Il'ICA'f IOU A;:D E'IALUATIOH roru·s 

C. JlEAL'l'U 
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N 

2., Eliminatine; an ccosy:;tcm clcccnt ----------- -----N 

, 
3. Other rBctor~ 

H. GE!iEHAL 

I. 

1. International impc.c:ts ----.;.-,----------

2. Controversial impacts 

3. Larger progrnm inpacts --------.--­

~. Other factors 

. . 

\,"''.-'-:-' ~~""~:'l':; ~·.~""."3) ~ ____ .Jwt.: __ ..... 1Or; 

N -----
N 

N 
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SECRETARlA DE HACIENDA Y CREDITO PUBLICO 

REPUBLICA OE HONDURAS 

Tegucigalpa. D. C .. mayo 8 ,1981 

Seiior 
JOHN R. OLESON 
Di:rector Agenda para e1 
Desarrollo IntemaciDna1 
Presente 

Seiior IliIector : 

N9. CP"Q483 ... . 

RECT:'I ' " . I I t, !.. • 
• ..J ',. " f 

USAJD. T EGUCIGi\l,.; .• I 

C&R 

= es de su COr.lOcimiento, e1 Gobierno de 1a Rep\Jblic:p de. Honduras 
estA haci .... oo esfuerzos para mejorar los ingresos y las condiciones 
de vide de los handureiios y a 1a vez estA hacienoo esruerzos !.Spe­
cia1es par desarrollar programas que beneficien a l as fami1:ias de -
mas bajos ingresos. En esta t area. . estarros muy ag!'ad~::io±ls c::-: la 
AID por el a.po)'o recibicio en l as areas de eciucaci6n , salud y desa­
rrollo rural. 1I~ de los mayor es proble:r.as e:l el cesurollo rural , 
e1 cual hasta ahara no ha sida enfrentado adecuadamente es e1 de me 
jorar la vivienda rural; nuestrO punto de vista, es Ul cooplemento­
necesario para todos los otros esfuerzos que rea] j za rruestro Gabier 
00. Con sus propios foncbs, nuestro Gobiemo ha in; ciado m pequefiO 
program para e1 mejorami.ento de 1a vivienda rural que estA benefi­
ciando a mas de 3,000 fami1ias de las regiones mas pabres . Sin..".. 
barge , se necesita institucionalizar \XI sistema que amtinUe y au­
mente este esfuer20, y dada 1a estrechez de nuestro actual presupue.s 
to , reduzca al m1IUm> el usa de los fondas del gobiemo para lograr­
este objetivo . 

El. Proyecto que ha sida reciE!!)temente diseiiada par e1 personal del 
Insti tute de la Vivi .... da Y la AlD, ayudara a enfrentar las denandas 
de asistencia presentadas par las familias de bajos ingresos quie-

. nes desean IlEjorar su vivienda. El. Prayecta cantE!!pla que el INVA 
sirva = una fumte de asistencia t~cnica y financiera a 'las orS" 
nizaciones de servicio 8 la COIIU'lidad, quien... a su vez puedan res= 
ponder rapida y eficienteuente 8 las necesidades y los des""s de 18 
poblaciln. las organizaciones de servicio ccmnitario podr.§n even­
tualmente incluir un n1lmero apreciables de organizaclDnes volUlta­
rias privadas e instituciones del Gobierno. El. Proyecto se inicia­
ra can un pequeno niinexo de organizaciones vo1mtarias que hayan de 

.... -
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nDstrado su interes y capacidad para iniciar .actividades a corto -
plazo y quienes hayan llenado los requisitos establecidos per el 
lNVA y la AID para participar. A traves de este Proyecto, unas 
18, 000 faInilias rurales seran asistidas para hacer t:lejoras en sus 
viviendas, cuyo costo total sera de US$ 3.4 Mil10nes durante el -
periodo de ej ecucWn de cinco aiiofj. Adams, el sistena desarroll~ 
do para otorgar asistencia financiera a familias de baj os ingresos 
sera coptinuado aCIn despues de la completaci6n del proyecto para -
proporcionar asistencia adicional a IDJChas mas familias de bajos -
ingresos del area rural. 

A fin de pemdtiInos lograr estes obj etivos, el GobienlD de Hondu­
ras, per este uedio solicita asistencia de la AID por un total de 
US$ 2.5 Millones, de los cuale:) US$ 1.5 Millones seran empleados -
para subprestaucs, US$ 880 I 000 para desarrollar la capacidad insti 
tucional del INVA y de las organizaciones de servicio COIIUlitario, 
Y lE$ 200, 000. 00 para financiar los costos de un Coordinador de ~ 
yecto para IJ:NA/.AJ:D y va.!."ics conttatos pequefios de asistencia tec­
r:2-.::::,. ::.:r su ~a..l.-t:e, el G..-:"'':'.:.......-;ID de r..u.l~i.J.(aS £inanciara los coscos 
aciminist:rat:ivos adicionale::.; ciel i1iv'A, estllr.aoos en \Xl ~'1Ui ... ,-a.lenL:e 
de US$ 300, 000. 00; durante el periodo de cinco afios de ej ecuci6n -
del Proyecto garantizara que el nivel de los foncbs de credito sea 
mantenido durante 1a ej ecucWn y aportara al INVA US$ 1. a l1ill6n 
durante un periodo de cinco afios despues que sean con;>letadas las 
actividades del proyecto para asegurar 1a capitalizaci6n del Foncb 
de Credito. Las familias de bajos ingresos apertaran en efectivo 
par 10 menos 20% del costo de las mejoras hechas con los subpresta 
DDS financiacbs con fondos de la AID para un total de par 10 mer10S 
l.5$ 375,000.00 Y contribuir&n. SUo ~abor cuyo valor esta calculado -
CCDD mininD en US$ 225,000.00 durante el pe;:wdo de ejecuci60, pa­
ra llevar a cabo las mej oras . 

El Gobierno de lbnduras, consciente de la c:reciente deuda p(b1ica 
y de la gran demanda de servicios per parte de la poblaci6n, soli­
cita que 1a AID haga disponible en forma. de donaciones no reeubo1-
sables cuanto sea posilile de su participaci6n financiera, y que -
los recursos a ser prestados sean proporcionados bajo los tmtinos 
tms favorab1es de 1a AID, los cuales son, a nuestro entender la a­
DDrtizaci6n sobre un periodo de 40 aflos desde la fecha del primer 

http:225,000.00
http:375,000.00
http:300,000.00
http:200,000.00
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dese:nbolso con una tasa de interes arrual del 3%, con un per1odo de 
gracia de 10 afios, durante e1 cua1 se cobrara una tasa del 2"10 de -
interes anua1. 

~ usted con toda. consideracWn, 
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Lon. terll «onCJIIlc IIntI scclnt sta· 
bllltv. 1'\'0 ani! all efforts In 
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SC (1) • COUNTRY' CHECKLISt 

A. . CE~RAL CRITERIA FOR COUNTRY 
ELICI!ILlTY 

r. ;AA Sec. 1L6. Can it be 
ciemonstrated that contempLated 
assistance· will directly benefit the 
needy? If not, bas the Department of 
State determined tnat this &overnment 
h~ engaged in a consistent pattern of 
gross vioLations of internationally 
recognized human rights? 

z. FAA Sec. 481 Has it been 
detergined that tne government of the 
recipient country has failed to t~k. 
adequate Iteps to prevent narcotics 
drugs and other controlled substances 
(as defined by the C.)1Zlprehenu.ve Drui 
Abuse Prevention and Control Act of 
1970) produced or processed. in whole 
or in part, in luch country. or 
transported through luch country, from 
~eing sold illegalLY wit~in t~e 
~~=~~~~c:~on ~~ S~~~ ~~~~::~ :J U.~. 
Govern:neoc ?er:ior.r..:~ .;.r :.: • .:::..: 
dependents, or f:OlZl entering ~.e u.s. 
unlawfully? 

3. fAA Sac. 620 (b) If assistance 
is to a governmeot, has tne Secretary 
of State determined that it is not 
domin~tad or controlled by the 
international Communist movement? 

4. FAA Sec. 620 (c). If a.sistance 
is to a government, is the iov.roment 
LiabLe al debtor or unconditional 
guarantor on any debt to a u.~. 
citizen for goods or dervices 
furnished or ordered where (a) such 
citizen has exhausted .vail~ble Legal 
remedi.s and (b) the debe is not 
deni.d or cont.,t.d by such ioverom.nc1 

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

2. No suc~ determination has 
been made. 

3. The Secretary of State has 
determined that Honduras is not 
controlled by the L;ternational 
Communist Movement. 

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



s. FAA Sec. 620 (e) (1). 1£ 
• slis:~Dce ~s ~o a 60ve~:=eQ:. ~~. i 
Cineludin& ,0verQe~~ ~gencies or 
subdivisions) ~~~ec any accio~ _nien 
bas the effect of D&~ionali:iDg, 
expropri.ting. or o~~erJise ,ei:icg 
owne~ship or coccrol of property of 
u.s. citi:en, or enticie~ bece:icia:: 
o~~ed.by the= wicnout t3~i~S s:~~, :: 
disch.rge i~s obligations ~o •• rc ,~~: 

ci:~:ens or enci:ies? 

6. FAA Sec. 620 (a)! &20 (f)! &200: 
FY 80 A~c. Ac:. S~~. (311. 512 ~:c 

513.) 15 re~i?ien: cour.:~y a 
C=--;nist coun~ry7 .~l~ as!~s:_n:e ~ 
?ro~cied to A~gola. C_~oGi., Cwoa, 
Laos or Vietn.ill:. Will ass:.. .. : ... nce OJ 

provided to A: 6hacis:.n or ~=a~iq~c 
~thout a ~aive~? 

7. FAA See. &10 (U. Is ree:":1l.eo: 
cowntry i: an)" -ay invol v~o ~c ~ a; 
subv~=9io~ 0:, or :i::..:ary a~~=~ss:~c 
against, :~e Uniteci S:a:~, 0: a~y 
count:-: r~:a:,v:':lS; t.:.::i. a.ss~s:.a:l':C, == 

S. FAA Sec. 6::!0(j). Has t;}e ::o''!~:': .. 
?e~i::ed, or :al~ed to :a~e accc~o:~ 

~easu=es to ?=e~ent, :ne ~.:4ie cr 
cies:r~c:ion. by ~ob action, 0: ~.~. 
?r:;)pe:-:y? 

9. 
ha.s 

:.u, Sec. 620(1). 1: :he ::O~:i:'-': 
f.!lea :~ !OSCltuCe :ne !:~e~:;~~: 

gu&:-acty ?rog=~ for tne s?ecL=i: 
~isks 0; ex?rop:iation, 
i:lconv~r:~bili::y or 'con:iSCA::'O::'. ;;.H 

the A!D Aci~inis:~ator witnin :ne ?~,: 
year con,ide~ed denying assis:anc~ __ 
sucn ~ov~r~ent for th!s ~~d~~r.? 

~O. :.~~ S~~. 620(0): FlS!"l~:-:::!:-:15 
?ro:ee:1.ve .-\oct 0: 110i. a5 a::-.e~,:!!~. 

S.ec. 5. 1: c,:)untr'j' has seL':c!':, u:' 
i~posea any ?e~alty or sanc:!oc 
against, any U.s. fishing aC:l.V1.:HS 
in incern.tional "'~Ce:-s " 

a. has any deduc:~on rc!qul:c!G oy 
the Fi'he~n's Protective Ac: Oec!: 
~de1 
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5. There is no evidence of such 
action • 

6. Honduras is not a communist 
country nor will any assistance be 
provided to any of the indicated , 
countries. 

7. A.I.D. has no evidence of any 
subversion or aggression, nor plans 
for such action. 

8. There has been no such incident 
for over eleven years in Honduras. 

9. The ope Investment Guaranty 
Program is in operation in Honduraa. 

10. Honduras bas not seized or imposed 
any penalties or sanctions against 
U.s. vessels because of their 
activities in international waters 
in recent years. 

http:recip.en
http:ow-ed.by
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,', --- .. -----

~. has coapiete denial of 
assi.tance beeo consieered b~ ~lD 
A~:inil~rator1 . 

11. FAA Sec. &20: ~ 80 AD~· Act See. 
(518. a) 1. tne iove~~nt of tne 
;ecipient country io default for aore 
than si~ ~ntbS 00 interel~ Q~ 
prillci?-l' of any A1D lo.n to tne 

c:ou~: .. y1 

(~) ~,;oun~ry io ce!3U~~ exceeQill~ 
one ye3r on interest o! ?~inci?&l on 
U.S. lo_n under ?rogr~ for un~cn ApP· 

Act a??roy=iates :UOQs: 

12. 'fAA Si!~. 620(s), if :ou:'i!cplate
e 

ass
i
.:-.oce ~. dever;?Q~n: 1=-0 or :=om 

Econo~~: SU?port :~nQ, ~as tne 
A~~inist=ator :.a~eo into ac:~uot tn. 
~r:en:ase of t~e ;ouot=Y's ouc~et 
vhic~ is f=r ~i~i:.ary ~x~=Gi:~re., 
:ne ~:ount of foreign ex:n.~~e S?i!nt 
on ci~i:.a=y equi?oeo: ane :.ne ~ount 

. " s,~~: :.::' :ne ?~=:~~s£ 0: 
~,:";-,~,;:i:a:.~-: ... <!~?ot'.s ~::~:::~s; (~.r. 
a~:~:~~:-~: 3~~~e: ~ay :e~~= ~o :~! 
:~:c::':' 0: :';'I~ ... ~~:;3.i. "-:~f,~~g ::.:0 
:':~5:.:e::i:i.Jo" ::I~:lIO: .. '!~S, :. ..... ea 1.0:

0 

a:::l~ct oy :~e A~~in~.:=a;=r at :~ 
:): .i~?:,o.",l. of ,~!!ncy C':'3. II T't'!:.' 
a~?:,o.:a::' ',!', :':1e nc.::l:,:-.:' i ::

a :..:::: 0: ::1e 
~?~:,.:ion.il ':'ea:: 3ucge~ can .Je :;'Ie 

." .. .. . . ;&5l
5 

:0= an a;::.::~::.ye a~5~e:, cu:,:'~' 
:.~e ~:'Sc.i~ ~e.:: u~le5S i~;~~flcan: 
cnan~~5 In ci:,:~:stanc!!S oc:u:.) 

---- . ~J. ~,~ 5i!c. &20(:)' has tDe coun~=v 
seve=ec ciiplOmA cic re~at~ons ~itn tne 
~n:.:ec sta:.es? If so, tiav~ tney ~e.n 
:-esu:eQ and ~ave new oi~a~e~al 
assistance a&:,ee:enCa oeen ne~otiateQ 
and ente:,ed ioto ,ioce su~~ :esuQptiCol 

14. ~;A Sec. 620(ul' ~na: is the 
?~~e~t ,:a:'U! of :':1e ;oun~:'Y's C.N. 
obli

o
atlOcs7 1: :~e count:'Y is .n 

~rrea:S. ~e:e such a::,~a:,a,e, t~Ken 
int.o ~cc~U\lt 'oy :one A:D .\~o"inl.s::a:or 
In :at!r-:lining the ; ... :::,!!nt All) 
0?er3tional Yesr ~ud;et? 

.... ----

11. (a) N o. 

(b) No. 

..... - .. _. ----- ... 
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12. Ye~,.taken into account by 
the Admin1strator at the time of 
approval of Agency OYB. 

13. No. 

., 

... 10 arrears to 14. Honduras ~s not . 
the extent described in Article 19 
of the U.N. Charter. 

.:-
I 

\ 



, 

>, 

lS. fAA See. 620A, :Y 80 A~o. Act, 
Sec. ('21.) a •• tne counc.ry .:-anced 
,£nc:uary frc. ?ro •• cutioe to any 
incividual or .roup whitn ~&. 
c~i:t.o &D act 0= iatern.:~on&l 
t4.~oril.7 a.. the country K.anceo 
sanctuary fro. prosecution to &ny 
incivioual or ifOUP whien ha, 
coc=ittad & var cri=e? 

1;. rAA'Sec. 666. Ooe. ~~. country 
o:',:o!:':, at. ~.5U 0: race, rel::',l.oe, 
:.,,::..:nal origin or sex, to eh. 
~.esence of any officer or ~ployee at 
:he ~.S. :~are co car~y out eCOOOQ1C 
:.~ve l c?~e2: pro&r&e under fAA? 

1i. FAA S~:.. 669, ~10. Ii .. tne 
::'I.!~::"y •• f:e: ;"~~It J, 1~71. 

ae~iv~.eQ or =~ceiv.d ouclear 
e~:,,:.:==-~t or re?:"o;esliol eqcl~=eot. 
:A:e:"ials, or tecnnoloKY, ~ltnout 
S?ec:';ldc arra:.t=a::J 0:" A&!e;~.r:..? 
~.s i: a':~:2:e~ • nuclear ttYl: • 
• :a.= A'.:itls: ;, l57i ... 1::101.:;'" no: .. 

· ":,.:.:,::e.=-.. ~ .. ?~a S:.a:'o!" unc.e: ;:'Ie 
~~~?c!i:e.~tic:'l ;"~s:y1 

~"' :: :;':; .; . . .. .. ~ ' : :::'::~. :.':' : : ~: 

1. :ieve L: ::!I::'.: As' i.s :..anee :::!)\,l::::-V 
:::-:.:ed . .a. 

l, :.v.. See. 1')2(:)) ~"'J. 
:::- ; :t:-a ~ee::l ,u:.J.o~~sneQ anc: 
~r. t~ .aC::I.::'I : :::1 ",se., ':::I==~:=I!G: 
~:' ~b::-ess o! coun:::-v ia ef:ec:ivelv 
i::v~lvinl :h. ;oor' ia developuea:: on 
SIJC~ ina.xu .. : (1) incl"eue ia 
.,:-icul:ul"al ?toauccivic~ throuift 
s=.al:-far:: l.;)or Lnteruiv .. 
.ai:-icul::.:re. (2) .educed Ln;olnt 
eo':":.alL:),. tJ) ':00:;-01 oi ilopu1.atioa 
s.nwtn. (4) equ.ali.ty a! inc:)~ 

:i,::~;)u:i;)n, (5) recur-tion ::It 
~n~=?l~ ~:e::: • .anc \0) ~:1.:re.as~a 

l;.arac~. 

• _ . _ . _ • _ 6_ -_._--------_ .. -
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15. No. 

16. No> 

17. No. 

1... Criteria for assessing progress 
in involving the poor in development 
have been set through sector and 
9ubsector assessments in the 
agriculture, education, nutrition, 
and health sectors. Such criteria 
will be determined further 
through the prban-Regional Sector 
Assessment currently underway. 



... 
'- .------.-:....= . - . 

b. '1M See. lOt.(d) 0); to<.: Ace 
o! 1979. If &?propriac.e, i. C;l.l.J 

~evel~p~Dc (i~:lutin, S£hel) .c~iyity 
:e,i.~.~ to bu~ld motivation for 
3~11er familie~ ~~~ough zodificatioa 
of ecanGaic and .ocial condi:ioD. 
supportive of t~e desi~e for larse 
!.~ili •• ic ?~~,ra=s .uc~ as ecucatioa 
i~ .~: out o! .~~ool. ~u:~itioa. 
ii,ease CQot:'cl. ~tern.l aac cnild 
:_, e:.:::. ,e:-°;i eel. 'S,:,i~ .. .l ~:. \0:,&1 

. ~~~ciuc:ioDI ~:,~l :evel:?ca~t • 
.a.ui,:.aace eo to=~ac ?oor .o.d aroua.n 
e=~~Dity-~.,eQ develorment pro,:,~ 
~ni:h .iva .~:o;~i:ioa to people 
:o:iv.:.ed t~ U=.i: the .in of ~,ei:, 
::&:l.i1 ies 1 

a. !M Sec. SO::!.!. :iu:he 
eouc t ::' laJ ~=i~S~c ~~ " :o~,i't~at 
?at:e:::l of i:'oU ,,·iC:.::,=C1 or. 
i:.:.e~.:.ior..ll ~' :f:.:=~i:.e(,l ,:".~tl 
=iiht , or (~) ~de su:= ,i.ni:icaa: 
:,;:,?ov,!~~otS ~:", it- 5 ;:.i,;::;;.lC :-i!::'ItJ 
:~:~:: :~~: ~~ :~~j~~~; !~ = ~ ~ ~ = .~:. ~ : ~ 

:'. : .,y, S<!.:. 5:33(0). will 
~ll i l:.lnc. unee~ ~he Sou:he~n ~:=ic& 
~~:,=a= oe ?ro~idad :0 Ar.ZoLa, 
~';:4Cl:~.;ue, '!"~:J.:-:.i.J., or ~:~i"? 1i 
J~, ~&i ?:.Ii:e~' ~a ivao ?~~~ioLtl0a 
aiai ::. s : :ne au~s:a::.:e ":Iy :'~:'~=-=1:li:'li 
t~&t su.:h ass~S:.l~ce wi~L f~ ~:~e= U.S. 
~oreiiD policy i:lterelt,1 

c. FAA Sac. !J09. U c:)CQuclitiu 
ar. t:l ba '~.lr.:.d 10 ::'1&: l&le 
?roceeca vill ac:rue eo ene recl?iea, 
country, ~av. Sp.cial Account 
(co~:e=?&:t) a=="n,ccent. ,eee ~d.T 

d. i'Y 30 ;,,~ .,. A':: S.c. (;\0.) 
'Jill a .. i,;a:'lc& ::Ie ?r;.Jv1cad f.,r t:le 
~u:?oU .,l a!.d.:'\i ;:'1& af:ort. of to'''. 
i::lve:n~.nt of )uch country to repr ••• 
::\e hli.:i: ... ce dint. of ene 
?~~ul'tion ~! such country ~:)nt:'ry to 
t~& Universal tlec1.lradon ol HlJmaa 

liCheaT 

• .' 
___ ~ ... ~~u 

, 
" "-"--
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b. Over the long-term improved 
economic conditions for the rural 
poor, promoted by agricultural 
production projects such as this 
one, are expected to impact 
positively on reductions in family 
size. 

2. Not applicable. 

~~\\!J[~d ll)t;'';\V 

iJ:IW~\lJNil\\'~ @®~ 

d 



e. FAA Sec. 620S, P.P. 94-329 
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~C(2) - ?!O;ZCT CriE:KLISl 
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: '- :i ~:) G:)u:'::-:' 0:' i:'l:&=,-.::'::1&l 
;~.~:~~.:i=c .:loGa.;i~~ ~~?~~:et to 
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"..' ~~ ::: .. : :!..u:~ }1 
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0:': ::: a=:~.:::: W'i..~: be. ':':=':;I f:e: :,:\ :~::::u~ 
:: i' '!:-='~: '::'!'~I!:-l:.· .c:==? : :'S :.=c.n; c: 
: __ ::::U :I: :.:\e ,u:'J:.:,.::.e~ 

'-. rA),. Sec. 61l(':I }: T'! au ;':1:1. 

~::. :ec; ~ ;~~.} l: :~~ va:e. O~ 
.... I.:.il::--:t ~a :.tla:1d :,sscu.Ge 
:~::I::~c:i~e, has ?:I~.c: ~e:· :~. 
S:l.:'I:'01.:J .anc ::.:i..tt.:,ia as ?e.: :~. 
?:-i..:lc:'?i.es ud SC&:'l.duo..s :o~ ?lann:,oj 
:OIL!:' .l:lc! .hl .:ad :,.anc ;"u~u:-GU c..:ec 

Jc::.:':Io!:~ !S I 1~i31 

5 . rA),. 51::. !llUe:J. !: ;'NJil:ct . ' lS :~?~:l ••• ,:.,:1.0:. l e';'1 
:~:lS::'.I.C:::':ln) I ,lnd .Ill '.:.S . usutaOGe: 
~~:' ~: ""Ul u..:e:eQ 51 -::: l ~:):\. r. u 
~:'If:"t'. ~i:a.:to. eo!::,::.!i..l:c· l:\C 

;ei, ~=nal AuiscAnt Ac::d.r.u:;:-a:;) r ,."ea 
:.~t~ :'J:uiQo!racLun ::,e .:~u:\ ,; :,::'s 
:~?o~lity .ll~ctiv.ly to ~.~nt.aln ,ad 
u: il i%. :n. ?roJect7 

fIDn©!iJ®ffOlWAl~® ~OO®1lll [i]~~'il 
li.\\l'JIMllJil[i]\ill ©®\il\1 

1. A Congressional Notification has 
been trJ\nStllitted by A.l.D. to, Congress 
indicating funding req,uirements- for 
this Project. An advice of Program 
change will also be sent to Congress 
indicating a change in funding from 
FY 82 to FY 81. 

2. Yes • 

3. No legislative action will be 
required within Honduras. 

4. Not applicable. 

S. Yas. 

\ 
I 
! • 

, 
'. 

------~------------~ ... . - .. 
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6. ;~ Sec. 209. 1. proje=' 
.u,c&,:~~le 0: e~e:u:ioG as ~.rt of 
teiion£~ ~= ~~:~l£:e:&l ~toJec:1 If 
so ~'n,Y i.J ?:cj.ct ':1.0: 10 uecutacit 
lnfo:~:ic~ .~~ :o~clu,ioD whetber 
• uisa .. .: e -... ill eaC:u.lra,. r."i.oaal 
devc~c~ce~t ~=:l.i:ams. 

I . ?!_!. 3o! :. ;,:: : ... ' . ! :-: :;:-""'....;.::..:c 
l :1C : = :. :.~ .. ! . ;::.! . : . : : :. ::.: ;: : ; ;~ :: ', :.::' : 

~r.: ~U: ~ e~ ~::o:;s of ;~e ~ ~uotry :0 : 
~ . ) ~:,\: : :' ''H :~e ::~ ... ~: :':I.~e.::-. ~=:.:=a.:' 
: : . : e : ' , . : :, :e.: ?::':a:. i:l.i::.a:::'ve 

.~~ ::=~~::,::,~ci t : i ~ncou:a.e 
co! '/e:: i ~:":': ll:":,:: use 0: C:lQ?C:il:::" les , 
::.c:.: ~:I.::'=:" .n~ 5~v:'~4' ana :c.: 
U, tl ::'J.:i~~si \ <1 ) ~::'.J:Qt.::a,e 
=:n:?C l ~s:::'c r:ac:::':e,; t e l i~~:,ve 
:ec;".:. i :al a!:i:iancy of 1:l1l.t.:';::Y' 
~,~ i =u~:u:,e £ad c~~~c'j and (f) 
,;:.el:~': f~ •• labor ~nioQ •• 

• w , • • • 

s. :M Sec.. 60l ('~) . ;r::~r~a"n 
~nci ;an: ~".:uC'n on now pro.!lec.t vB·1 
• nc~t.::.i' U.S. rr i vat. :raCI ano 
i~v.J:=.n: ab r oad acd tOCoura,. 
rd...,.a U.S. jlar:id.;.adon i.n :o:~ i l:l 
.uiaa"c:e ?,:,o,,:,acs ( L:lcl~c:.n, u •• 0: 
private t:a~' c.nan~el. acd tn. 
'.rYic. •• of U. S. rriva" Inter?ri •• ). 

. 

ANNNEX E 
Page 7 ot 14 

6. The Project is not suitable for 
execution a~ paTt of a regional 
project Dar will it necessarily 
encourage regional development 
programs • 

7. This Project vill mars i ~3lly 
co:".:::bnt ::! C" bc-: c.asing th~ local 
production facilities within rural 
communities and will faster private 
iniciative through it~ self-help 
nature. It will encourage the 
development and use of solidarity 
groups. 

8. The equipment to be purchased 
undeT the Project i~ «xpected to be 

of U.S. oTigina • 

- . ' . 

\ 

J 



= 

9. 
636(0). 

~D©Iil®WDI!.lIDmID IFIilOO~ IDm~W 
L~\Wl!\DIU\\I)J~rn @®filW 

FM Sec: . 612(:"; Sec:. 
~_.crib. ,te?, :£,en :0 

•• sare t~&t. to :~. :&X~~ ex:e=: 
7~.s!:1e., ~. c:ouc::-y loS '::':I:::'!lu:i=¥ 
local c~:=~'!Ic:i •• :~ ~f:t :;'I'! :=.: of 
c.:lr::,i.::;:.a.l .. nc o::.e: n.~·:'; ~" aDG 
fo',' ; ... - ~ '· --e~c. ': e.s ,:.':.eG ;'v :.,e U. s • • -!I>- -_....... • 

&:"o! \,;::'::'~eci to :-.I:e: :"~e :01: o~ 
cor.:~ .c:u.l aDC o:~e: .e:vic •• • 

:.~=. Sec.. -::: : : . , J'':'U :!le 
:':.5. :. ... ~ ~:.::.eu :::-~~';:;:=,:~: y of 
: :":'! ~ "'.! :':.:::y I.oei, .:.! ,.:0, ·."h .. : 
.. : =a~ ,1::11:0:' 0 .&"'1. ~-c1!.:: :£:ie !or its 
:~ :u u : 

. ~ . 
--- . • ..• " .' .' .' :.%e :.;= .~e::.:':'·"" se:'ec.c.ioa ,-.w • • __ .. 
:I!,;lc.~!:;:-es f::.:- ::::e ....... ::: :.=. ot. 
~~~::.'::" .~: .? : ~r.~:"t 1??li:1~1. 
~:!I: '_:'~'2:\:: :",.:. l es ,:::n. ':';!lo!:-vise1 

!":' 9C .:.,,:. •. .:...::: 5-!:. ~::i.) 
:! :!.H:'S:~:'! it: :"";': ?=::U:'''::':':':lU oi. 
1 ::'; ::-: . • ;l':i::; ::: ~,.?W:':. :'S ::1C 

:.:;,_::.: . .: :.: :: :~~~l:-, :" )e :.:: ' ;':'=?~ \J' OG 

"':-;- :: ":..lI.: <I!:' .;.: ::.!; ::..:;;t ::-:e 
~~~ _: ::':: f: ~:- .;IC:·.1 :;:' ·.·~ : i.;:.a.::. : y ,e:::J::e., 
:;,:1::.!. . !:: :.5 ! .:: .... ~: _ :, ::";"". : .! 

:: .. ~: : .. :) : ... .... 01: !- .:.:. :~:: _ ;: :. :._.:;.' :: 
:: . : . :::.::. .... .:==5 :: ::.-! H.':,e;, S:'=: • • : ~: 
... .... : .... . --- 0"' ''' '- - f""-- " . ---' '-.~ ... 

.?.,!.·;t :::::.e:: I.H:'1 anc~ 

l.: ; .:t~:' ": ::.:t.::. 

£. 
- : 1 • ... ... , 

"FA,)' oS.!.:. lJ:(';J)j lli; 11.3; 
~x:e=: :.:. OIni.::) .'::':'Yl.:y w~~l 

~:: ec::.Y .. ly i:w.,lvA ::14 j)Ocr in 
:: ~ ''' ~::::=.:I.:, ;'y ex: .. :!:::.:; .lccn. to 
-!:::!:=: ... : l oca l leve: I :.:a.:: ..... l.:1i 
~.: ~:-:.=te:l.'l.ve ?:~.:.\J;:l.~n .lac :~e U~. 

:: i ??:~? i .; e :e~~::~l;.:1 S?:e3C:'=~ 
:.:-'.u::-:tn: au: :::-:c :~::'£J :' 0 s:::.all 
: :~'=a J.r..: .,-;: ::-.: . & ::-~J.~ , .::c !:-:~':.1 =:':Ji 
· .. ~Cf: i": : l. ::';:.: l. .l:. 0: ~;"It ?.)O': :..n the 
: -: !I-t : :.C.S of .:t '''f: ::~::!.=: on & J IJ.H . .I1neC 

:.Slj, ~S~::, :~f: . r r= :~: :, .I:c C. S. 
!3 ~: :' :~:~: ~ '; ( ; ) :: l:? :tve l "p . 
:.l':'?C~.'::' ·J es, iu?.,::'.l ~ )· !I~ :e::l:l1:.J.l 
,HI:'S', '::1ce, to ,15':' .. : : .. ..:.:1.1· I.n.e :.: ::A:1 
;_~: :~ ~.~p : :l~~SC. V. s ~: ~ .rQ ~.t:.:' 

::.:e, J:lG ~~::'.e~4' :.s01: c:'l:Cu:-3~e 

• 

ANNEX 
Page 8 

E 
of 14 

9. The Government of Honduras is 
contributing counterpart to the 
maximum extent possible for services 
anij other project costs. 

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

11. Yes • 

12. Assistance under this Project 
is not directed at promoting 
commodities for export. 

a. The Project is specifically 
directed toward promoting the parti­
cipation of the rural poor in the 
benefits of development at the local 
level by means of promoting individual 
families to improve their marginal 
d~elling8. Tn addition, training 
activities and technical assistance 
sponsored by the executing agency 
will encourage the participation of 
solidarity groups. Several elements 
of the Project promote the status 
and participation of women . Finally, 
the Project will not effect regional 
cooperatives. . 
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ut Not applicable. Shelter 
improvements are offered to poor 
who could not otherwise afford to 
improve their homes. Croup 
initiative is encouraged through 
the establishment of solidarity 
groups. 
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c. Yes, and local material 
production teams will encourage and 
promote the use and manufacturing 
of local building materials to be 
purchased with Project funds. 

d. Yes. 
providing 
of 25%. 

The recipi~nt country is 
counterpart in excess 

e. The recipient country is 
"relatively least de've!oped" . 

f. The project's design provides 
for various types of low-cost home 
improvements tailored to the needs, 
desires , aad capacities of rura~ 
homeowners. 

, 
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g. Yes. The Project will assist 
local trademan with the construction 
of building material. 

a. The Mission has determined that 
the loan is within the dubt-carrying 
capacity of the GOR. 

b. This does not fund any enterprise 
competitive with U.S. enterprises. 

3. Not Aoolicable. 

1: Yes. Commodities purchased will 
be competitively purchased. 

2. Yes. 
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3. Yes. 

4. No such procurement is contemplated. 

5. The Project .\sraement will provide 
for c01Dpliance with tbis requirement. 

6. Technical assistance to be finan­
ce,! ' !;;",,; ;r the ?=:: ~ =3:\ '.::'!! ":e :'..:=nish~::! 

:: 0,) t;".! fullast a:~::!;:: ?':'.ectic.al by 
private organizations or individuals, 

7. Yes • 

8. Y.s. 
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1. Not applicable. 

2. Not applicable • 

3. ' Nor. applicable. 

1. Yes. 

3. Yes • 

4. Yes. 

lliIU©lllfi'" " WOO rmlOO~ Iilrn~'ii' 
:l~rn ®®1ilW 
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5. Yes. Proje~t funds will be 
used only for specified purposes 
precluding their use as aescribed 
in paragraphs Sa through 5i. 

a. Not applicable. 
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PROJECI' AlJ1H)RlZATION AND REgJEST FQIl ALLO'IMINr OF FUNDS 

NAME OF COUNm.Y: 

NAME OF ffiOJECT: 

NUMBm. OF PROJECI': 

NUMBER OF LOAN: 

mNllJRAS 

RURAL OOUSING IMPROVEMENT 

522-0171 

522-T-043 

1. Pursuant Section 103 of the Foreign Assistance Act of 1961, as amended, I 
hereby authorize the Rural Housing Improvement Project: for Honduras (The 
"Cooperating COlDltry") involving planned ohligations of not to exceed 00 
MILLION 'IHREE HUNIRED 1H)USAND UNITE> STATES OOLLARS ($2,300,000.00) in loan 
flDlds ("Loan") and 00 HUNDRED 1HJUSAND UNITED STATES OOLLARS ($200,000.00) in 
in Grant funds ("Grant") over a five year period from the date of 
authorization, subject to the availability of funds in accordance with the 
A. I.D. OYB/ allotment process to help in financing foreign currency and local 
currency costs for the project. 

2. The Project ldll enable the National Housing Institute (INVA) to finance 
home i;::::'':', ~:,:~il;: lv .. ms Z~r l0i.,. ':':'l..:ome rural ::''TIilies. I~':VA Kill c~<l.1!"'.cl the 
funds to private voluntary orgCi.iii..:ations and f-t.;blic sector inst: :t:~L"::1.S 
(intermediaries) ,",hlch will lend them to individual and solidarity group 
borrowers. LVVA will provide or contract for the provision of technical 
assistance to the intermediaries to help them further develop their capability 
to pr~vide effective assistance to loan recipients. 

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

a. Interest Rate and Terms of Payment 

The Cooperating COlDltry shall repay the Loan to A. I.D. in Uni ted States 
Dollars within forty (40) years from the date of first disbursement of the 
Loan, including a grace period of not to exceed ten (10) years. The 
Cooperating COlDltry shall pay to A. I.D. in United States Dollar!; interest fran 
the date of first disbursement of the Loan at the rate of (a) two percent (2\) 
per anntJll during the first ten (10) years, and (b) three percent (3\) per 
anntJll t.hereafter. on the outstanding disbursed balance of the Loan and on any 
due and unpaid interest accrued thereon. 

http:200,000.00
http:2,300,000.00
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b. Source and Origin of Goods and Services (Loan) 

Goods and services, except for ocean shipping, financed by A. I.D. tmder 
the Loan shall have their source and origin in cotmtries that are members of 
the Central American Cammon Market or in cotmtries included in A.I.D. 
Geographic Code 941, except that A.I.D. may otherwise agree in writing. Ocean 
shipping financed by A.I.D. tmder the Loan shall, except as A. I.D. may 
otherwise agree in writing, be financed only on flag vessels of the United 
States or of cotmtries that are members of the Central American Cammon Market. 

c. Source and Origin of Goods and Services (Grant) 

Goods and services, except for ocean shipping, financed by A.I.D. under 
the Grant shall have their source and origin in the United States and 
Cotmtries that are members of the Central American Cammon Market, except as 
A.I.D. may otherwise agree in "'Titing. Ocean shi~ing financed by A.I.D. 
under the Grant shall, except as A. I.D. may othel"Wlse agree in writing, be 
financed only on flag vessels of the United States. 

d. Condition Precedent to First Disbursement 

Prior to any disbursement or the issuance of any commitment documents 
under the Project ~reement, the Cooperating CountrY shall furnish, in form 
a~d substance satist2ctory to A.I.D., the name of the professional that INVA 
;'_':.; ,;S~~ :.: :::.3:';:': ~. ~ ?-:-:~':c: T.:\i.~"2':~I;r. 

e. Additional Conditions Precedent to Disbursement for Credit 

Prior to any disbursement or the issuance of any camni tment docll1lents 
for credit, the Cooperatin~ COtmtry shall furnish, in form and substance 
satisfactory to A.I.D., eVldence that INVA has made arrangements to contract 
for: 

(i) professional services of an INVA/AlD Project Coordinator; 

(ii) technical services to prepare the bookkeeping and Basic 
Construction Techniques courses, and; 

(iii) the services of the Material Production Teams. 

f. Special Covenants 

The Cooperating Country shall covenant that, except as A. I.D. may 
otherwise agree in writing, it shall: 

(i) grant the A. I.D. funds to INVA; 



ANNEX F 
Page 3 of 3 

(ii) maintain the level of the Credit Fund at no less than the 
equivalent of $1.5 million during Project Implementation; 

(iii) provide $200,000 per year for sublending capital to INVA for 
five years after the Project activities are complete; 

(iv) cause INVA to obtain A.I.D. approval in writing prior to 
qualifying each intermediary for participation j-:l the J:TOject. 

Director ------
Date ------
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CERTIFICATION PURSUANT TO 611 (e) OF THE 

FOREIGN ASSISTANCE ACT OF 1961. AS AMENDED 

I, John R. Oleson, the principal officer of the Agency for 
International Development in Honduras, having taken into 
account among other factors the maintenance and utilization 
of projects in Honduras previously financed or assisted by 
the United States, do hereby certify that in my judgement 
Honduras has Doth the financial capability and human ~esources 
capability to effectively maintain and utilize the Project: 
RURAL HOUSING IMPROVEMENT. 

/
';' John R. Oleson 

Mission Directo~ .. . . 
\/ 

Date: June ~ ,.'.1981 



Detailed Criteria for Acceptance of Intermediaries 

Intemediaries must demonstrate that they: 
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1. Have an existing rural development delivery mechanism 
functioning in the specific communities that they intend to work in. 

i). Maintain regional offices, and can obtain the necessary 
warehouse space to store construction materials and tools. 

ii). Can assure the availability and willingness of manpower to 
complete the construction efforts. 

iii). Have experience in supervising successful self-help 
construction projects. 

iv). Are willing to work with non-traditional technologies and 
participate in construction training programs. 

2. Have the ability and willingness to manage a collection systE!ll. 

i). Demonstrate that they keep financial records of individual 
client balances. 

ii). As proof that they have the ability to recupera~e their 
investment, the intermediary must agree to collect a 20 
percent down payment from each participating group even 
before the deliverance of construction materials. 

iii). Have made and will make efforts to collect on loans • 
• 3. Have legal status (Personeria Juridica) and be willing' to accept 

responsibility for repaying its loans from tNVA. 
i) • Demonstrate legal doctments that provide evidence that 

legal status has been obtained. 

ii). Be \~illing to sign a contractual arrangement wi th the 
coordinating agent accepting financial reponsibility for 
repayment of loans received from INVA. 

4. Demonstrate acceptable managerial competence and administrative 
procedures: 

i). Demonstrate successful community development projects in 
the areas in which they will work. 

ii). Provide evidence of maintaining adequate books and records. 

iii). Provide evidence of acceptable purchasing procedures. 
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BEIWEEN 1HE fl)NDURAN HOOSING INSI'I1UI'E (INVA) and ________ _ 

WE: JOSE ROBERID RCJ.iERO LARIOS, adult, married, Civil Engineer, Honduran and 
a resident of this city acting in my role as General Manager of the Honduran 
Housing Institute (INVA) (Coordinator) duly authorized to sign the present 
document as is recorded tmder i tern ntmlber of act nunber of 
the meeting of the Board of Directors of INVA on of the present year; and _______________________ _ 

(ImPlementing unit), have agreed to sign the pres~nt Contract subject to the 
following clauses and conditions: 

First: Object of the Contract. The object of this Contract is the 
establishment of a system for the sustained improvement of the housing 
conditions of poor rural families (Beneficiaries). 

Second: The Project. The Implementing Unit will promote interest among 
individual and group beneficiaries in expanding dnd improving their housing, 
provide financial and technical assist~~ce for carrying out specific 
i.::;~ .. :\ :: .. ;'::'its ar:":: c::.:-~ansions, ;:oLect i~an repayments from the b~n€:ficiaries 
and follow up the activities carried out in order to ensure the uevelopment of 
a process of progressive improvement of the houses of the beneficiaries. 

Third: The Loan. The Coordinator wi1l If'1'ld to the Implementing Unit up to 
L. (Loan) to 
finance the rmplenenting unit's expenses in carrying out the Project. The 
Loan will be utilized by the nnplementing Unit solely and exclusively to 
finance subloans to beneficiaries for expansion and improvement of their 
houses in accordance with terms and condi tions of this contract. The 
Coordinator will make no disbursements of loan funds after -------­_________ , 19_. 

Fourth: Loan Repayment. The Implementing Unit wi1l pay the Coordinator five. 
percent (51) annuarTriterest on the amotDlt of the Loan disbursed by the 
Coordjnator. The interest wi1l be paid semi-annually. The principal of the 
Loan will be payable to the Coordinator in two years, which period may be 
extended by agreement of both parties unless one of the parties declares to 
the other in writing its decision to terminate the contract. 
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Fifth : Eli~ible Subloans. Except as the parties oay otherwise agree in 
writing, su loans eligible for financing under this Contract will satisfy the 
following criteria : 

A. FINANCIABLE IMmov&lENTS. These include: floor of cement or other 
solid and durable oaterials: roof of asbestos, tile, or other solid and 
durable material : waIls and internal partitions of block, 
wood, brick, or other solid and durable material : trim and wall 
plastering; prefabricated doors and windows; screens; connections for 
danestic water supply and sewage: water tanks and catchment systems: 
Lorena stoves ; additional rooms, and sUnilar Uaprovements. 

B. ELIGIBLE BENEFICIARIES. Families that meet the conditions 
established in the pertinent INVA regulations and who live in unimproved 
one or two roam houses (not including cover storage areas or outside 
kitchens) in rural areas . Rural areas include the entire country except 
for t oe urban areas of Tegucigalpa, San Pedro Sula, and La Ceiba. Only 
families that live in their own houses will be eligible. Those that live 
in rented houses will not be eligible . 

C. ELIGIBLE BJRROlffitS. Eligible borrowers will be individual families 
that can offer the guarantees required by the ~lementing Unit, which in 
no case will exceed the value of the improvements to be carried out; and, 
groups of at least five families will make themselves jointly and 
se':erally liable for 5~b lcan repayment, for ",tlich signatures on one or 
- -.""'. ' c ... .. -- ..... -:: , .:. : .. :, .. ,. ~ .... ,... .. \- .- .. ·· ···l'· _ .. -... ; •. _- :--: -: ,.. - ,';1 1 !-., ... '!oJle .,J .... ... •• _ _, . _ ~ • _ __ . .. . . . . . ___ ..... __ ... ,-" .. _ ..... ..... ..... .... -_ ... 6 .. .. _ "'10 ,\ _ ... _ ... ~ ... 

;-.;.:t:.-o.r.tee. 

D. ~1AX1MlM SUBLOAN MIJUNT. Up to L 1,000 for each borrower. A 
sub-borrower may receive an additional subloan once the original subloan 
is paid off. 

E. REPAYMENI' PFRIOD AND ~J:MU.I INl"EREST. The subloan repayment period 
will n~t exceed 36 mont hs. Interest will not exceed twenty percent (ZO,) 
annually. 

F. OOWNPAYMENI'. Beneficiaries will deliver to the ~l ... enting Unit a 
downpayment of no less thaii twenty percent (20') of the total cost of the 
improvements before the Impl ... enting Unit makes first disburs .... nt on his 
or her subloan. 

G. FINANCIBLE I'JBIS. The subloans will finance construction materials, 
training, and transportation of materials to the site, all of which will 
not be less than seventy five percent (75' ) of the subloan amount. Also 
the cost of pranotion and processing of credit obligations by the 
Implementing Unit may be financed, but will not exceed twenty five percent 
(25\) of the amount of the subl oan . 

'i ... 

'. J • . ~ ' .. 
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Sixth: Eligible I:srovements. The Coordinator will inform the Implementing 
Unit of the accepta fe construction standards that the Implementing Unit nrust 
observe in carrying out improvements to be financed under this contract. 
Eligible improvements are those that are carried out in complete accordance 
with the construction standards established by the Coordinator. Until the 
Coordinator provides said standards the Implementing Unit will employ those 
that it generally uses in carrying out projects similar to this. 

Seventh: Approval of Subloan Contracts. Except as the parties may otherwise 
agree, prior to the signatme of any SUbloan Contract, the Implementing Unit 
will send for the Coordinator's approval, a standard Sub loan Contract that it 
will sign with Project Beneficiaries. 

Eighth: ReWeonsibilities of the Implementing Unit. The Implementing Unit 
agrees to t e following: 

A. Carry out the Project with all due diligence and efficiency, in 
accordance with technical, financial, and administrative procedures 
accepted by the Coordinator. 

B. Maintain qualified and experienced management for, and train 
personnel as necessary for the maintenance and operation of the Project 
and the confirmation of Project activities. 

C. Sign Sub loan Contracts with all Beneficiaries. 

D. :~,;;:;p u;:-': :::.:li::t.:!::: ~:)r ',~ least ~~r,:c ::r;.:rs ~fter the s-xpiration of 
this Contract, accounting books, records, documents and other evidence of 
the use of project funds, sufficient to duly demonstrate and show all of 
the transactions made pmsuant to and in relation with this Contract. The 
books and records will be kept by the Implementing Unit in accordance with 
accepted accounting principles applied in a consistent manner. 

E. Not assign its responsibilities, the assets that result from carrying 
out the Project, or obligations incurred through this Contract to third 
parties. 

F. Use Subloan reflows solely and exclusively to finance the same type 
of bnprovements and expansions that were financed with Loan funds, and if 
so required by the Coordinator to payoff the Loan and any interest due. 

G. Promptly inform the Coordinator of any difficulty that the 
Implementing Unit encounters in carrying out the Project and nf any 
circlJJlStance that may impede or make iD'probable its compliance with the 
responsibilities and the terms and conditions of this Contract. 
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H. Not employ, in the ilI;>lementation of this Contract, persons who are 
not citizens of countries included in A.I.D. Geographic Code 935. 

1. C"""ly with all Labor Laws of Honduras, and obtain and maintain 
during the life of the Contract insurance for the employees that work in 
the ilI;>lementation of the Contract for compensating accident benefits that 
meet, at a minimun the requirements established by the laws of Honduras. 

J. Pay no more than reasonable price for the goods and services financed 
by the Loan, and acquire them on a fair, and where possible, caopetitive 
basis. 

K. Not subcontract all or part of the responsibility for ilI;>lementation 
of this Contract to third parties without the prior written consent of the 
Coordinator. 

L. Permit representatives of the Coordinator and A.I.D. the opportunity 
to inspect at any reasonable time, the Project, the use of the goods and 
services financed under this Contract, and books and records and other 
doctJllents related to the Project and the Loan. 

M. Present written quarterly progress reports covering the tmprovements 
and expansions, the amount of Loan disbursements, interest paid, subloan 
amortizations, interest earned, and the status of disbursement and 
repayment of each subloan financed with Loan funds, and separately, those 
:';':-.. -':::c;c ',dti: " ;:1 : '.5. 

Nineth: The Coordinator may disburse Loan funds to the 
I~~~~~~'~ wnx"m requests for advances, which must be 
~ ~i a list of the communities in which improvements are expected to 
be o",'r"", out and a cost estimation for those ilI;>rovements. The Coordinator 
will Loan disbursements to the Implementing Unit on the basis of 
reimbursement requests, supported by lists of Beneficiaries and disbursements 
uade to each. The Coordinator will make said disbursements within fifteen 
days of the receipt of each application for reimbursement, or at its option, 
may deduct the amount of the disbursement fran any advance previously made. 

Tenth: Refunds to the Coordinator. Whenever the Coordinator, through 
inspections or other Information that it receives, determines that the 
Implementing Unit has received a Loan disbursement for ineligible rubloans, or 
for improvements not built according to acceptable construction standRrds, or 
for any purpose other than the financing of eligible subloans and imProvements 
in accordance with the terms and conditions of this Contract, the Coordinator 
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will notify the Implementing Unit in writing that the Unit must return the 
corresponding amotmts, or at its option, that the Coordinator will dedu:t said 
amounts from pending reimbursement requests. The Implementing Unit will make 
refunds requested by th~ Coordinator within ten days of receipt of said 
notification, without renotmcing its right to request at any moment, 
reconsideration of the matter in accor~ance with the terms of the Contract. 

Eleventh: Financing Source for the Project. The ~oject is financed in part 
with resources from the Agency for International Devei~ent (A.I.D.) of the 
United States Government through Project Agreement No. S2i·017l dated 

• The parties hereto tmderstand that the Contra~~ has res-e-rv-ea-r~t-o 
~A-.Ir.~D~.-c-e-r~t-ain rights such as, but not limited to, the right tv approve the 
terms of this contract, the Contractor, and any or all plans, rel-'orts, 
specificatins, subc~ntracts, bid documents, drawings, or other dOLuments 
related to this Contract and the project of which it is part. The parties 
hereto further tmderstand and agree that A. LD., in reserving any 0.':' all of 
the foregoing approval rights, has acted solely as a financing entiiY to 
assure that proper use of United States Govel1'.ment ftmds, and that c ny 
decision by A. I .D. to exercise or refrain fran exercising these app':o-:al 
rights shall be made as a financier in the course of financing this project 
and shall not be construed as making A.I.D. a party to the contract. The 
parties hereto understand and agree that A.I.D. may, fram time to time, 
exercise the foregoing approval rights, or discuss matters related to these 
rights and the project with the parties jointly or separately, without thereby 
incurring any responsibilities or liability to the parties jointly or to any 
.... :: .. t..__ - .... "T"\!J"';""\' ·~i {('r [-"""~.. -·"0 dl·c:~""",-~·-"''':\I l-...,. j I n \!"l"~l" 1 .,.-". ~"':"'r .. t...,~ 
< •• " •• _ •••• '~'. :-:-. __ '._'_ ,J 0 ... -:- .• _. L. ... ~r'r'.-.-J ~.: ., •• ;-. :; .. ___ . '.'\.. ... \.. .. _ 

E=p.!.o:.·~r or A.1.D. HOill c1SS~ri:iil.'; a..1Y ;:.i.6~~t, or r';;.:.l;·;~ t.1e Lcntr:::C:0:- of '1:-.:' 
liability which the Contractor might otherwise have to the Employer or A.I.D. 

!weIth: Source and Origin of Goods and Services. The goods and services 
financed under this Contract will have their source and origin in cotmtries 
included in A.I.D. Geographic Code 941. In addition, goods (materials, 
equipment, etc.) which are available for purchase and immediate delivery in 
local commercial establishments (shelf items) may be financed if they were 
imported fram countries included in A.I.D. Geographic Code 899 but not in Code 
941, and: 

A. The price of one tmit (an article, or a ton barrel, etc., if the 
article is sold in this form) does not exceed the equivalent of $Z,SOO, 
which is LS,OOO; and, 

B. n-.e total pm-chases from countries included in A. LD. Geographic Code 
899 jut not in Code 941, do not exceed ten percent (10%) of all of the 
goods and services acquired tmder this Contract and paid for in Lempiras. 

[ijJulb~ll~[FU[~~® ~W®lli1 OOrn~li' 
ill W DJD[WJOO~ @@rPW 
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Articles produced in or imported from countries not included in A.I.D. 
Geographic Code Sgg a~e ineligible for financing under the Project. Except as 
the parties may ctherwise agree in writing, the Implementing Unit will obtain 
Source and Origin Certificates for all goods purchased with Project funds. 
The Coordinator will provide forms of the Certificates to the Implementing 
Unit. The lack of forms does not exempt the Implementing Unit from its 
responsibility. Failure to comply with this provision will nk".e necessary a 
refund to the Coordinator in accordance with the provisions of Article Ten. 

Thirteenth: Items Not Financeable With Loan Funds: Identifiable taxes and 
the cost of air or sea freight for goOds Lnported into the country for 
specific use of the Project may not be financed with Loan funds. In its 
accounting records, the Implementing Unit will attribute such costs to the 
downpayment made by the Beneficiaries, which is referred to in Article Five, 
Paragraph F. 

Four~eenth: Cancellation and Suspension: 

A. Cancellation by the Implementing Unit. The Implementing Unit may, by 
giving written notice to the Coordinator thirty (30) days in advance, 
cancel any part of the Loan that has not been disbursed or CG'IDIli tted to 
third parties, accompanying such notification with a refund of any advance 
of funds received from the Coordinator that has not been disbursed for 
subloans. 

'':-".'':~.::--.~.:::~ :~: D'=::!1Jlt. 7t ::~.-:l: :2 .::~sicel"s: .:~ e'."'-::-':: !~.~ def~1i~" 
if tl1e I:::pl:!~e~":.t!:g dnir iail~ ~o pay "t.l'~:-... __ .:' .JT!," i:::2r:::: :.::_~':':"-::J ~.::-~:"" 
this Contract, or fails to comply with any other prGvisicn ~: :his 
Contract. Should an event of default occur the Coordinator may notify the 
Implementing Unit that all or any part of the unrepaid balance of the Loan 
is due an payable within the period stipulated by the Coordinator. 

C. Loan RePfYaeit. In the case of cancellation by the Implementing Unit 
or an event a e ault, the Coordinator may require the Implementing Unit 
to assign the product of all sub loan repayments to the Coordinator and to 
cease using Project funds or subloan repayments for any purpose other than 
repayment of the Loan and interest due. The repayments received from the 
Implementing Unit will be applied first to interests due and then to 
principal. Should the Coordinator so require, the Implementing Unit will 
inform the Beneficiaries of their obligation to make payments directly to 
the Coordinator and will help the Coordinator in making effective whatever 
subloan repayment systems the Coordinator decides to use. 

D. Suspension. In the case of an event of default or at any time in 
which the Coordinator determines that a situation exists which makes 
achievement of the Project purpose unlikely, the Coordinator may suspend 
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Loan disbursements, advising the Inplementing Unit the reasons for said 
action. In the case of an event of default nn the part of the 
Implementing Unit a period of sixty (60) days will be allowed to eliminate 
the cause of non-compliance. The Coordinator will lift the suspension on 
disbursements if the cause is eliminated to the Coordinator t 5 satisfaction. 

E. Regardless of any 

in effect until the entire pr:incip,ll 
paid. ' 

this Contract will remain 
int:etlost of the Lpan has bee" 

Any delay in exercising any right or 
the other in relation with the financing 

lIlder this Contract, sm, .. not be considered a renunciation of that right 
or remedy. 

Fifteenth: When in the course of implementing 
this other has erroneously or unjustly 
interpreted , or has exceeded its stipulations, or is not in 
agreement any action taken by the other, he will notify the authorized 
representative of the other party in writing of the facts and different points 
of view on the matter . The representatives will .... et within fifteen (IS) days 
of the date of such notification and will try to amicably resolve the matter. 
If agreement is not reached, t he only additional remedy will be the 
cancellati on or suspension of the Contract, either for non-compliance as 
lef" n"" ~ ; .... ~ I · e or"v,' ~. I .· .' ··-,'c1. 0" .: '" "" ', • --\"n,' ,,- ... . ~ ... :: .:> : .• ' . , " ·~·n · f" ,. ~ <;; !,.;, _ Il .. , • ,.. I,; .... ::. .. u... .... ........ ............ "' ..... - ... - . - .. .... - .t--' '' J ' 

Sixteenth: Authorized Representat i ves . TIle persons '.·;ho sign this Contract 
are considered to be authorizea representatives of the parties . In turn, each 
may desi~late additional representatives by written notification to the other 
party. 

Seventeenth: 
accoq>lished 

Modifications of this Contract will be 
by the parties 

Eighteenth: Publicity. The parties agree that they will give publicity to 
the finanCing provurea by A. I .D. for the Project . Among other things, the 
subloan contracts signed between the Implementing Unit and the Beneficiaries 
will make explicit reference to the fact that the funds cane from the People 
and the Government of the United States of America through the Agency for 
International Development. 

Nineteenth: Eligibility Date . Loan funds will not finance costs incurred by 
the Implementing thiit prior to the date of this Contract. 

IN WI'INESS WllERIDF, ..., sign this Contract on _______ ..:.. ___ _ 

Ing. Jose Roberto Romero tirlos 
General Manager, INVA 

(Name and Title of the Representative 
of the Implementing Unit) 
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BEST AVAILABLE DOCUMENT 
jJIIIIX I .• 

Table . : CalculatioD of ~~A Coun~e~a~t Cont~ibu:lan 

"I E A It 
J.. INVA Costs an 198% 1913 19 ... 1985 1!)16 TOTAL 

t. !ilstlDI ~er.anD.l - - - - - - -
assllnec to Pr~,ect: 
1 O':l~' b~rec~or 6000 1%000 13%00 145%0 15970 1190 10'10 
1 Mla1:1sUator 3000 6000 6600 7260 7990 '390 3S2'0 
1 Accocunt 2400 '100 5%&0 SilO 6390 3510 %11.90 
1 AwUtor 6000 6600 7160 ,noo %31ltO 
1 Driycr/Messe:ler 3(1!)0 3300 3630 3990 %200 1fi11" 

TD'rAL !Im' %m1' 3tmr 311n 4Im 2!1W t~ -- -- _.- --- -- -.- ...... 
L Additional Costs 

I. ~.w PersonneI: 
S KurU SowullI Tech-
Iliciau 2550 %5500 %8050 30860 339'0 t8610 t3Qli10 
1 Auditor 6000 1%600 13160 15Z50 8380 SIiO!)O 
1 Sccntsry 1100 3600 3960 '360 4790· 26'0 Z'HO 
1 Driver/Hessenler 1500 3000 3300 3630 3990 7.~00 11~U 
SuO-Total Personnel lm 31!trn' ,1mT 5n"m 5~ 3m'U' Hl'm' - - -- - - - ea. 

%. PeT In .. : 
btuc. bi.ec'tor %10 1010 lUO 1310 14£0 790 ~nlo 
AceoUDtut 450 !i00 990 1090 1~00 660 1Ii2!)O 
Awiito:'s 4S00 94S0 10390 lU30 ~%~O 42060 
!e~i~:'~. 4~·~O =:~S~C Z(iSO ,,-.,~~ ~~~:~ Hl7~ !:::!(I" 
':o-:a! p~: Die: :':!O !!m' ~ ~~~iO - -", .. I,,:,U '':''lU 1 I II II 'U 

•••• --- ..... • •••• ••••• • •••• • ••••• 

3. Office :u~i:u~~ 7600 7600 ,. Vehicle Oper.:i=:: - -
i=ueJ. 1750 7000 7700 8470 9320 51%0 39360 
Greasl azul Oil 350 1400 1540 1690 1860 lOZO 786D 
Tires 1'00 5600 6160 6780 7450 1.100 3l4!)0 
lepairs/M&1ntwna DC. 5%0 %l00 %:510 !S40 %190 1540 l'Rno ,m lGnU' 11"l"!1f lJ.mr %1"Z'm 1!'mr ~ _.- -- - - - - --

S. Outr 900 990 1090 1200 660 '1'0 
TOUl. ~i ticm&l c.,s'ts nm 14m 102m llntm' un"n 61m Slum 

IHVA Counte~a~ Con'tdbud01l 

Tow Costs . 34090 10'110 131370 Ul1%O 166%10 P'.430 AOO'.OO 
Interut IDCa. 13000 33000 41000 59000 36500 .1Ur;nn 

To~l COlts After ~ mmT 1 tTa"l"iIr l~ llm'TO' 'm':)V :lO.diUiI 
Interest bcaae 

Less: COlts of PreS8n't 
Persozmel 11'00 Z5100 ~'380 37820 '1660 %%890 n38pn 

DIVA CountlrJI&rt '%!m' '1!D1lI' !1'm mtm mTD' 3!m .)z,7ib 

LHVA PreseDt CostS - 173190 - %S.U tNVX tota! eo.:. 680100 




