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I. Introduction

n March 1985, the Agencey for

International Development (AID)
approved a $10 million grant to The
Cooperative Housing Foundation
(CHF) for a neighborhood improve-
ment and job program in Central
America. The AID grant is being
combined with an estimated $9.0
million in funds from sources within
the region to develop cooperative
sell-help shelter and community
improvement projects in urban
squatter seutloments and rural vil-
lages inosinv s ntral American
couries. Ao timated 100,000
peopic will de Gy benehit from the
progrium

The CHE program is an impor-
tant part of a regional cffort to
implement the recommendations
of the National Bipartisan Com-
mission on Central America headed
by Henry Kissinger. Following pre-
sentation of the Commission’s
report, Congress passed legislation
which provided funding for a wide
range ol activities to address the
crisis in the region. The Commis-
sion outlined four fundamental
objectives, to which the CHF pro-
gram contributes:

® Economic stabilization

® Long term growth

® Equity and broad participation
in development

® Promotion of democratic insti-
tutions and human rights

The CHF progran has three major

purposcs:

® to develop permanent private
cooperative svstems in the Cen-
tral American region for self-help
community improvement, shel-
ter and associated emploviment
to complenient public-sector
eforts and increase local capac-
Ity 1o use resources effectively;

® todemonstrate that private-sec-
tor systems can reach a much
lower income level and produce
less expensive housing and ser-
vices more rapidly and more effi-
cientlyv than most government
programs;

® (0 mobilize both local and exter-
nal resources to continue and
expand such programs in the
future.

Currently, most housing pro-
grams in the region do not reach
much below the median income
level. Under this program, CHE will
be providing benefits to people who
will mainly be in the 20-40 pereen-
tile on the income distribution scale
of cach country, This means that in
urban arcas ol El Salvador, for
example, beneficiaries’ family
incomes might range from about
$157 10 3208 per month, compared
to a median ol about $256 4 month
(1983 figures).

hn addition to improvements in
shelter and neighborhood services,

the program will promote a better

understanding of democratic val-

ues and the democratic svstem of

government. The program model
dehines cooperatives as non-profit

private-sector CunsunIer or service
organizations which also have both
cconomic and social goals. Com-
munitv-level neighborhood and
village improvement cooperatives
are really democracies in minia-
ture where the members exercise
decision-making according to
democratic principles of one mems-
berone vote.

The CHE Central American pro-
gram notonly provides support for
democratic action at the commau-
nity level, hut s also designed to
strengthen democratically con-
trolled cooperative organizations
at the regional and national levels
by providing workshops, leader-
ship training and technical and
financial help.
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Executive Summary

T he Cooperative Neighiborhood
Improvement and Job Pro-
gram for Central America began in
March 1985 when the U.S. Agencey
for International Development
(AID) approved a four-vear, $10
million grant to the Cooperative
Housing Foundation. An addi-
tional $9.0 mitlion is expected to
be raised from within the region for
a total program ol %19.0 million
penefiting 100,000 people.

The program is an important part
of the ongoing ctfort to deal with
the pressing cconomic, social and
resulting political problems ol the
region, addressing the urgent need
for better shelter, community ser-
vices and emplovment for low-
income people and for stronger
institutions to meet these needs.

Specifically, the major purposes
ol the program are to help develop
strong, private-sector svstems for
self-help housing, community
improvement and associated
emplovment creation which will
functionas acomplement to public
programs. The CHF program will
demonstrate that such private-sec-
tor svstems can reach lower income
people and produce shelter solu-
tions more rapidly and at lower cost
than most public programs; and,
as a result, to attract and mobilize
both local and external resources
into such programs and thus pro-
mote theirexpansion. Another pur-
posc is to encourage the process ol
democratic decision making by the
residents of poor urban neighbor-
hoods and rural viliages.

The strategy CHF is using to
achieve these purposes includes
providing credit, technical assis-
tance and training for demois tra-
tion projects and institutional sup-
port. These are directed toward
creating or strengthening, in each
participating country, a viable
cooperative (Iu\:’lnpmcnl svstem
consisting of technical service
organizations and credit instite-
tions, which ia tarn support indi-
vidual housing, credit and com-
munity improvement coopera-
tives, as well as complementory
building materials production,
construction-related emplovment
and smali business promotion.

—

CHF provides local currency
loans, and institutional support
grants to private, non-profit tech-
nical service organizations, credit
union federations, cooperative

heusing federations and other

community development organi-
zations. These then lend the funds

1o their member eredit unions or

cooperatives, which in turn make
loans to their individual member
families. Repavment is upward
through these same levels.

The svstem operates on the
revolving loan principle. All loans
arc at market rates, with sufficient
spread between rates at the differ-
ent levels to allow recipient insti-
tutions tocoveroperating expenses
and risk, maintain capitalization
and build some reserves to pro-
mote self-sustaining institutions
and help attract further resources.

Inorderto build this tvpe of svs-
temin Central American countries,
CHI" is taking a pragmatic
approach. This program is begin-
ning with demonstration projects
in low-income arcas, working with
existing private non-profit institu-
tions with some experience in low-
income housing or credit. Initial
projects emphasize home improve-
ment lending, as well as contribu-
tion ol small expandable “core”
houses. Tt is evpected ihat these
projects will show that credit can
be provided to low-income people
without subsidics and without
undue risk.

Progress to date includes pro-
gram installation—sctting up
technical, administrative, moni-
toring and reporting svstems in
CHE's Washington office and offices
in cach of the six countries; estab-
lishing working relationships with
USAID Missions and other organi-
zations; and identitving and devel-
oping an initial set of projects.

Twenty loan projects for home
improvement and core housing have
been identified; nine have received
linal approval and are in the con-
struction stage. Some core units
have been completed and the hirst
familics have wmoved in. Eleven
institutional support grants have
been proposed; eight ol these have
alrcady been approved. CHF tunds
allocated to these 31 Hoan and grant

projects total over $4.176 million.
Local counterpart funds in cash for
the twenty loan projects total $1.6
million; it is estimated that an
additional $2.3 million in local in-
kind contributions (land, materi-
als, labor) will have been added
when these projects are finished.
An estimated 29,500 people will
directly benefit from these initial
projects.

In addition to these loans and
grants, CHF has initiated several
regional activities. Aninstitutional
support grant of $118,400 was made
to the Latin American Confedera-
tion of Savings and Loan Cooper-
atives (COLAC) to help it provide
technical assistance, training,
monitoring and evaluation ser-
vices to the national credit union
federations involved in the CHF
program. CHFE is also developing
activities within its projects of spe-
cial beneht to women, particularly
inincome generation. A pilot effort,
currently underwav in Honduras,
will measure the impact of the pro-
gram’s housing and community
improvement projects on the health
ol the residents. The first regional
training activity took place in Gua-
temaia with participation from all
countries attending.

Steps to be taken during the pro-
gram’s second vear include initi-
ating loans for community ser-
vices, building materials produc-
tion and small business develop-
ment; encouraging large industries
in the region to invest in home
improvenent for their workers; and
encouraging policy changes at the
national level in cach country by
publicizing the progress made by
the projects.

tn future vears, increased
emphasis will be given to attract-
ing a greater share of the local cap-
ital which is now used to finance
upper income housing, to instead
provide credit to lowerincome peo-
ple through the newly developed
privaze svstem,




Congressman Jack Kemp, Ranking Minority Member, House Sub-
committee on Foreign Operations, spoke of the importance of
providing self-help opportunities at the luncheon eelebrating the
inauguration ol the grant program.

Dr, Karl L. Falk, CHIF Chalrman, emphasized the importance of
self-help in shielter programs.
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Congressnran Dante Fascell, Chairman, Foreign Affatrs Commit-
tee, US. House of Representatives, spoke of the 20 year history
of CHF in developing democratic community organizations,
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Charles Dean, CHFE Presidens, introduced Congressman Doug
Bereuter who spoke in support of using private-sector channels
for U.S. foreign assistance.
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he shelter problem in Central
America can be divided into two
parts:

The Obvious Problem

Most poor people in urban and
rural areas lack adequate shelter
and services such as sanitary waste
disposal, potable water, roads,
walkways and electrical power.
Unemployment is extremely high
and low-income people often feel
left out of the decision-meaking pro-
cess. The social, economic and
political impact of this problem
cannot be accurately estimated, but
the current crisis in the region is
clearly related ro the miserable liv-
ing conditions of the poor, as is the
migration north to the United
States.

In recognition of this obvious
problem, AID and oi’ r interna-
tional organizations have been

Inancing and technical assistance
for shelter and community services
through the governments ol the
region for more than twenty vears.

the situation, stemming from rural
to urban immigration, population
growth, cconomic decline and
political instability, has over-
whelmed these efforts. The situa-
tion is worse today than vesterday
and will be still worse tomorrow.

people of the region are now much
better educated and better informed
than they were twenty vears ago.
As a result, expectations are much
higher, especially among voung
people, and their frustration level
is rapidly rising.

The Less Obvious Problem
Local risk capital is not generally
attracted 1o housing for people
below the median income level. Tt
is generally “understood’ that this
problem should be resolved by the
public-sector housing agencies.
However, these government agen-
cies suffer common, and usually
chronic, deficiencies. Their pro-
duction is often low in both quan-
tity and quality. More basically,
their absorptive capacity s
extremely limited by lack of tech-
nical competence, rapid turnover

N

providing substantial amounts of

However, the sheer arithmetic of

Perhaps more important, the poor

II. Problems Addressed by This Program

of high-level staff and low salaries.
In spite of such problems, however,
almost all AID and other external
funding is currently channeled
through, or guaranteed and con-
trolled by, the public sector,

The Kissinger Commission rec-
ognized lack of absorptive capacity
by the public sector as a chronic
problem and, as a resuit, recom-
mended that large amounts of US
foreign assistance be channeled
through the private sector. “Chan-
neled through™ are the key words,
and this concept has since gained
supportas partol recent US foreign
assistance legislation, as evidenced

More than 60 percent of the people In some
discarded tumber,

by the new AID emphasis on “pri-
vatization.”

In summary, the less obvious
problem is that even when funding
is available from AID and other
donors, the funds are often “bottled
up” in public-sector agencies in
Central America and other devel-
oping countries because these
agencies lack the capacity to use
these funds efficiently and within
reasonable time periods.

The CHF Central American pro-
gram was specihically designed to
help address both the obvious and
not so obvious problems outlined
above.

urban areas lve in houses made of scraps and

\
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Some settlements have community water taps while others have no source of potable
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Governments no longer attempt to tear down housing in squatter settlements but, rather,
seck to provide services and help residents improve what they have already built.
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as have especially inadequate housing, and their health suffers as a

result.
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HF has developed a private-

sector Cooperative Develop-
ment System (CDS) which is based
on more than twenty vears’ world-
wide experience. The components
of the CDS are: technical service
organizations (TSOs), self-help
housing cooperatives (SHHCs),
credit mechanisms (CMs), building
materials production centers
(BMPCs) and ncighborhood and
village improvement cooperatives
(NICs and VICs). Each of these
components interact and reinforee
one another. Together, these com-
ponents comprise a permanent,
private svstem for developing and
improving shehter and community
services.,

Some Central American countrices,
such as Honduras, already have
most of the components of the svs-
tem in place. Other countries have
only one or two components; how-
ever, not all CDS components need
to be in place for the svstem to work.
A CDS might start in a particular
country with the establishment of
a technical service organization,
which would work with existing
credit mechanisms and subse-
quently develop housing or neigh-
borhood improvement coopera-
tives and building materials pro-
duction centers. Each locale must
be evaluated to determine which
components are needed. The svs-
tem offers afong-range framework
for cooperative development in
Central America over the next ten
to twenty vears,

Theideais to beginin the private
sector with a pragmatic approach
which is “micro”, rather than
“macro”, and build the system from
the bottom up rather than the top
down. Existing private-sector
cooperative or other non-profit
organizations which already have
some experience in providing credit
or are otherwise involved in hous-
ing and community services for
lower income people have been
identificd within cach country,
Demonstration projects are start-
ing at the community level in
squatter neighborhoods and rural
villages to show what works. These
will be evaluated and the approach
will be modified and improved as

N\
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III. CHF Approach to Problem

it expands. During the carly devel-
opment period, CHF does not stress
national policy implications.

During the hirst vear of the Cen-
tral Ainerica program, credit union
federations and cooperative hous-
ing organizations have been the
main recipients of grants and loans.
CHF is currently working with these
organizations to develop demon-
stration projects incorporating cle-
ments of the CDS. The aim s to
work with lower income groups
than are normally served even by
public-scctor organizations, and to
work within the squatter settle-
ments where the people now live
rather than develop new projects
which involve relocation. During
the second vear CHE wili begin to
provide financing lor small busi-
ness development and building
materials centers, to provide per-
manent jobs,

The suceess of these community-
feve! projects s expected 1o con-

tribute to achievement of the long-
range goal, which is to demon-
strate that credit can be provided
for low-income people at market
rates and at acceeptable risk levels
through private-sector entities, If
this can be demonstrated, it is
expected that local sources of
financing previously onlvavailable
to middle and upper income fam-
ilies, will redirect at least some
portion toward this lower level so
thatsell- sustaining, private-sector
Imancing svstems can be devel-
oped for the poor as well as the
better ol It is also hoped that the
success of the svstem will encour-
age international lenders to chan-
nel more loans and grants through
private-sector organizations as a
complement to public-sector pro-
eranns, thus increasing the region's
overall absorptive capacity and
ability to meet its severe housing
needs.

b bAL

The Cooperative Develcpment System (CDS)
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A major program goal is to ereate jobs in connection with the shelter and community
upgrading projects.
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Democratic participation by the residents is a key element in this program as Is the improvement of the status of women, who head
many of the households in urban and rural settlements.

- J




(IV. Program Description

Overview

he program addresses a wide

range of problems by provid-
ing for self-help shelter improve-
ment, community water and waste
disposal svstems, sidewalks, drain-
age and other services identified by
community residents as high-
priority items. However, the pro-
gram is not limited to phvsical

improvements. It is designed o

build & permanent private coop-

crative framework tor community
development within cach country,
characterized by democratic con-
trol and decision making, which will
continue in the future.

Specific program strategies
include:

® strengthening cooperative insti-
tutions at all Tevels through
funding support, technical assis-
tance and leadership, manage-
ment and skills training;

o providing louns for sheiter and
community factlity improve-
ment and construction;

® cstablishing orimproving build-
ing materials production centers
both to improve access to needed
materials at reasonable cost and
to provide emplovment:

® providing jobs and skills train-
ing in the building trades as o
result of project construction
activilies;

® reinforcing or creating credit
mechanisms for ongoing financ-
ingol turtherinmprovements and
small business activity,

Funding

CHI is making loans, grants and
guarantees from its Central Amer-
ican Fund according to criteria
agreed upon with AID. All trans-
actions are in local currency, o
avoid subjecting benehiciary insti-
tutions to the visks of fluctuating
forcign exchange. Therelore, while
all monctary references in this doc-
ument are in US dollars w facili-
tate clarity and comparability, in
reality cach country program is
conducted entirely in local cur-
rency.

Loans are made to more estab-
lished organizations, such as credit
union federations and cooperative

-

housing organizations. Grant fund-
ing, onasmallerscale,is being pro-
vided to help community service
organizations improve their capa-
bility. This is mainlv in the form ol
istitutional support grants. Up to
L0 million of the $10.0 million will
be used as areserve guarantee fund
to induce local private organiza-
tions, such as credit unions and
savings and loan associations, 1o
contribute counterpart funds for
sll[)-pl‘()ic(ls.

Manv organizations receiving
CHF loans establish revolving loan
funds for Tending to individual
cooperatives or other community
groups. These, inturn, lend to thein
mienibers, Al loans wre at market
rates, to maintain capitalization
and promote seit-sustaining insti-
tutions. Sorme “spread™ s built mio
mterest rates for these ditferent loan
fevels, 1o allow recipient tedera
tions and cooperatives teoooves
operating expenses and rishs and
ostablish and maintain reserves.

The initial $10.0 million eram
from AID in Washington is expected
to leverage, over the life of the pro-
gram,an estimated additional y9.0
mitlion from within the region 1o
produce shelter, service and
cmploviment benehits for more than
100,000 people.

Program Admistration

CHE has established offices in
cach ol the six countries where the

program is being developed. CHF
Country Directors are being assisted
by small staffs of CHF local
cmplovees. In addition, CHFE is
establishing a regional olfice in
Panama for project coordination,
training, technical assistance and
evaluation. Back-up assistance is
provided by the CHIF Washington
otheeinspecialized technical hields
and in administration, manage-
ment and training. Fiscal audits are
done by private local irms and by
CHEF.

Evaluation

CHE is developing an evaluation
svsten tor the program which will
work at several fevels, The most
tportant component is the eval-
tation ol the impact of the project
on the people living inthe squatter
settementsand rurad villages. This
craluattonwallindude notonly the
tangible benehits which are tairly
casv o measure, such as the num-
ber of houses constructed and water
and waste disposal sustems
instadled, bur also intangible ben-
chts such as the additional time that
children spend in school, the atti-
tudes that people have about their
community and themselves, and
their gencral actitude toward the
project.

CHE IS ustngiccomputerized sas-
tem called “Scan-tron 1o tabulate
and analvze imitial data pathered
in the comnmities identilied so far.

Ted Priftis, CHF Vice President for Latin America, describes the new program at a recenl
regional conference in Guatemala.
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Organizational Flow of Funds Framework
for
Cooperative Self-Help Program for
Neighborhood Improvement, Shelter and
Employment Generation in Central America
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V. Progress to Date

Overview

During the twelve-month period
since the signing of the grant,
CHF has established offices in the
six countries of Guatemala, El Sal-
vador, Honduras, Costa Rica, Pan-
ama and Belize, and has signed
agreements with cach USAID Mis-
sion outlining the procedures to be
followed on cach project.

Twenty loan projects have been
initiated, with nine signed and
underway and the rest in varving
stages of development. These proj-
cets will directly benefit more than
29,500 people. In additior, cleven
institutional support grants are
being developed, with cight of these
already in effect. CHF has approved
or is considering loans and grants
totaling $34.176 million for these 31
projects. Local organizations have
committed cash contributions of
3.6 million. In-kind contribu-
tions, including land, building
materials and labor, will add
approximately 32,3 million in value
when the projects are complete.

The firstloan to reach low-income

families wos made in Bl Salvador.
Loans arc also reaching the “ben-
cheiary” level in Honduras, Gua-
terala and Panama. Model houses
nave been completed or are under
construction in almost cverv.eoun-
try, demonstrating the advantages
ol expandable “core” housing
designs,
The borrowers and arantees are
mainly organizations previousiv
identificd by CHE as having a " track
record” in this hield, with demon-
strated capability 1o recover loans
from their members. CHE has con-
ducted several tvpes of training for
these organizations during the first
vear, including a regional training
workshop which was held in Gua-
temala in March 1986, Small insti-
tutional support grants are being
made to some organizations par-
ticipating in the program to
strengthen their stalf, manage-
ment and accounting technigues
and, ingeneral, help theminerease
their capability to carry out pro-
rrams ol this tvpe.

A detailed review of program
acuvities in the individual countries

is contained in Section VI, Coun-
try Reports.
Specific Regional Activities

In addition to the range of activ-
itiesindicated above and described
in the Country Reports, other activ-
ities have been initiated which sup-
port region-wide institutions or may
be applied in more than one coun-
try.

1. Regional Institutional Support

During the program’s iirst vear,
CHIF made one regional institu-
tional support grant in the amount
ol 3118400 to the Latin American
Confederation of Savings and Loan
Cooperatives (COLAC). COLAC is a
regional cooperative service orga-
nization charged with assisting the
credit union movement through-
out Latin America. It provides loans
and technical assistance to its
member national credit union fed-
crations.,

The purpose of the CHE grant 1o
COLAC is to help it provide tech-
nical assistance, training, monitor-
ing and evaduation for the national
federations receiving CHE louns,
thus strengthening institutional
capability and support svstemns at
the international, as well as national
and local, levels.

2. Women in Cooperative
Development

Consideration is being given to
the special problems taced bv
women in the region sinee it is not
unusual for at least 50 pereent of
the houscholds of any given squat-
ter settlement to be headed |)_\'
women. Inorder to help assure that
women’s particular situation and
needs are considered in program
activities, CHE has prepared and
distributed guidelines on how 1o
provide more assistance to women
to cach CHE oltice within Central
America and to the organizations
receiving loans from CHIE,

The guidelines include a number
of examples of successtul coopera-
tive activities which have improved
women’s rate of participation and

aceess toservices and increased the
economic capacity of women in low-
income conununities.

CHF is now starting the next step
in this cffort, to identify and develop
specific activities in participating
communitics, to more cffectively
meet women'’s needs.

3. Shelter and Health

CHIZ is interested in measuring
the impact ol its neighborhood
improvement programs on the
health of the residents. As an initial
cttort, baseline information on the
health of residents is being gath-
ered inseveral participating com-
munities in Honduras. Itis expected
that improvements in water sup-
plv and storage svstems and the
introduction of sanitary latrines and
showers, along with improved
housing, will lead o substantial
improvements in health. The eval-
uation svstem will seek to measure
these improverents and compare
them to nearby communities which
have notreceived the benelits of the

program.

Fige :
R 4

During the first year of the grant, CHF com-
pleted preparation of guidelines whick witl
lead 10 specific projects to help women
improve thelr economic capaclty.
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SUMMARY SHEET
CHF Cooperative Neighborhood Improvement and Job Program for Central America

May 29, 1986

Loans/Grants El Costa Grand
Guarantees Guatemala Honduras Salvador Panama  Belize Rica  Regional Total

. No. of loans

in process 0 1 ] 3 3 3 0 11

o

. No. of loans

signed and
operational 3 3

o
<
o
<
\C

. No of grants

in process of
design/
approval 0 1 0 1 1 0 0 3

No. of grants
signed and
operational 3 2 0 0 2 0 1 8

. Total No. of

loans &
grants 6 7 3 5 6 3 ] 31

|

I.

Amount of
Project
inputs

. Total amount

of loans/
grants from
CHF 1,002,108 1,070,750 500,000 703,500 373,000 408,750 118,400 $4,176,508

ro

. Total amount

ol local
counterpart

inputs (cash) 509,176 495,120 227,000 288,750 53,000 0 $1,624,296

n
[
n
A
o

Local input
in kind 290,125 259,050 140,025 175271 21,200 30,750 916,421

Local input
grand total 799,301 754,170 367,025 464,021 74,200 82,000 2,540,717

N
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CHF has designed small, but expandable, “"core” houses for construction In cach of the  One of the first families to move into a new
six countries. This brick honse in Honduras costs less than $2,000.

o Wl .

house in the program is shown here. The
owner Is a school teacher, and his wife also
works in the school system,

J

11



(VI. Next Steps

As noted carlier, the CHF pro-
gram has begun with home
improvement and core housing
loans. As confidence is developed
between the local TSOs and the res-
idents of the squatter settlements,
more complicated lending for com-
munity services, such as water svs-
tems, sidewalks, drainage ditches
and garbage disposal, will tuke
place. This will dramatically
increase the number of direct ben-
chciaries in relation w loan amounts
forcach community. The first loans
for small business development and
building materials centers will also
start during the second vear.
Fund raising from private busi-
nesses will also be a more impor-
tant part of the second, third and
fourth vears of the program as it
can be demonstrated that credit can
be provided in squatter settle-
ments and repaviment assured.
Manv large companies and indus-
tries m the arca are concerned about
housing for then emplovees: dur-
ing the second and thivd vears, CHFE
will beworking with these business
groups to interest them in provid-
ing funds and other support tor
hoasing for thenr workers.,
Progressiis also expected in
c”ctliny pulig\ changes ar the
national tevelin cach countrey, CITE
will continue to publicize the less
obvious problem of lach of absorp-
tive capacity mentioned in Section
Hol this report. Polics chanees are
usuallvslow i comme, bat will be
citcouraged Dy amactive process of
publicity, training sessions, work-
shopsandsitevisits by vovernment
officials and others who influence
policyin cach country. The hope is
that national policy will change so

that the private sector is thought
of as an important and comple-
mentary part of government etforts
to solve lower income housing
problems.

Thereare several wavs that local
resources are encouraged to con-
tribute to this program. First, the

loans which are being made by CHE

to the credit unions are cneourag-
ing additional members 1o join, and
savings are increasing as a result
ol the stimulation given to the eredit
unions by program activity. Sec-
ond. the new housing which is being
constructed is normally o small,
core unit which is later expanded
by the owner's selt-help and mav
involve funding from other sources,
including loans from family or

friends, or simply additional sav-
ings which are used 10 purchase
blocks and materials 1o expand the
house.

However, the main 1arget is the
substantial amount of money in
cach country that is currently being
used tofinance upper income hous-
ing. Some of this monev is in the
private savings and loan svstem,
but other public-sector monies, such
as government pension and social
seeurity funds, arcalsoused almost
exclusively to finance housing tor
people above the median income
level. One of the next steps is to
fecus attention on the suceess of the
first CHF projects to cnoeourage
redivection of some of these local
lunds toward a lower level.

During the second year, a number of workshops and planning sessions will take place to

explain the concepts in the new program and to seck local financing o complement the

AID funds.
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-Guatemala

Overview

he CHF program in Guatemala

has been developed in close
consultatiors with the USAID Mis-
sionand with Guatemalan private,
non-profit organizations. AID has
identified as major goals the pro-
notion of real economic growth and
greater participation by the poor
in the benefits of that growth. USAID
emphasizes rural development and
shelter improvement, and espe-
ciallv encourages private-sector
involvement in the financing,

shelter for lower income groups.

Guatemala has also given housing
for the poor a very high priority
and encourages democratic coop-
crative development in both urban
and rural arcas.

CHF has had considerable expe-
rience working in Guatemala and
is well aware of both the severity
of community shelier and service
problems and the constraints
aflecting their resolution.

First Projects

The following is a brief descrip-
tion of the initial projects under-
taken by CHF in Guatemala. Thev
are at various stages ol develop-
ment, ranging from feasibility study
to implementation.

Lo Federation of Cooperative Credit
Untions (FENACOAC)—ome
Improvement/Institutional Sup-
port
FENACOAC is a federation of 83

Guatemalan cooperative credit
unions, representing more than
90,000 members thioughout the
country. FENACQAC nakes many
different kinds of leans, including
consumer, production, small busi-
ness, home improvement and some
mortgage loans.

CHF has provided a loan to FEN-
ACOAC of $350,000 to lend to the
five credit unions participating in
this pilot project. These credit
unions will provide a total of $87,500
in counterpart financing and will,
in turn, make home improvement
loans to their members. The esti-

N

development and construction of

The newly-clected government of

VII. Country Reports

mated 990 loans o be made ini-
tially will benefit about 4,950 peo-
ple.

This loan proicct will enable
FENACOAC and the participating
credit unions to expand their ser-
vices in home improvement lend-
ing; it also encourages them to
institute realistic interest rates and
thus improve their financial posi-
tion,

The loan agreement was signed
in May, and the project is currently
being implemented.

In addition, FENACOAC has
received an institutional support
grant of $10,000 from CHF 1o
improve its administrative capa-
bilitics and ability to provide tech-
nical assistance and training to its
member eredit unions.

2. Hogar v Desarollo (HHODI: ) —Self-
Help Housing Cooperative
HODE is a private foundation

established in 1972, working in

social, cconomic, and community
development in the poorest neigh-
borhoods of Guatemala City. Tt has
received funding from a number of
national and international orga-
nizations. HODE has completed
several housing projects for fami-

lies with incomes in the $80-$250
per month range, far below Gua-
temala City's median family income
of about $450 per month. Although
thev are not exclusively committed
to the formalized cooperative
structure for community organi-
zation, they have developed hous-
ing cooperatives, and clearly
employ cooperative techniques.
CHF and HODE share many objec-
tives and have agreed to collabo-
rate to improve the quality of life
for low-income Guatemalan fami-
lies.

The first CHF funded project will
oc a self-help housing cooperative
in the satellite community of San

Juan Sacatepequez, outside of

Guatemala Citv. The project will
include construction of 200 core
housing units on land already pur-
chased by HODE. In addition to the
construction ol the core housing
units, $25,000 will be made avail-
able to finance home expansion and
improvement loans. The CHF loan
to HODE tfor lending to this coop-
crative will total $353,000, with an
additional $90,000 in local
resourees.

The loanagreementissigned and
projectimplementation should start
in June of 1986.

The Hogar y Desarrollo (HODE) is typical of the private-sector non-profit organizations

receiving support from CHF under this program.

~
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The population of Central America is predominantly roumg and the need for housing and emplovment during the next
15 years is tremendous. These four voung men represent one of the best resources for producing that housing since it
must be prodaced by the people who live in the squatter settlenients because the problem is too great tor governments
tosolve, The CHE progriom seeks ta mohilize these human resources in squatier settlements and help them by praviding
creditand technical assistance. The progriom will also encourage employment and give people w chance to participate

in democratic decisions aflecting their communitivs.
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El Salvador

Overview

El Salvador needs a tremendous
amount of assistance to solve its
social, cconomic, political and
sccurity problems. USAID is sup-
porting the democratically elected
government in its efforts to improve
the cconomy and social services,
extend participation in the politi-
cal process and improve security.

Asaresultof the conllict, the rate
of rural to urban migration has
increased dramatically, substan-
tially exceeding that of other
countries in the region. Must urban
arcas are extremelv overcrowded.
More than 500,000 people, out of a
total population estimated at 5.0
million, are considered displaced
persons, having fled areas ol con-
flict for safety in government-con-
trolled zones. Approximately one-
half of the urban population (and
25 percent ol the total population)
is now located in the metropolitan
arca around the capital city, San
Salvador.

Public-scector agencies dominate
the shelter sector, but have been
unable to meet housing demand.
They sufter from lack of coordina-
tion and lack of a clear policy
framework with regard to interest
rates, target group strategies and
marketing and financing. Such
problems limit the implementa-
tion capability of public-sector
institutions and henee their ability
to use additional tunding effec-
tively. With the nationalization in
1980 of the National Housing
Finance Ageney (FNV) and the sav-
ings and loan industry, private-sec-
tor participation in housing pro-
duction and financing was reduced
substantially. Therelore, a major
objective of the CHF program is to
strengthen existing private insti-
tutions which can provide or finance
housing and home improvements.

The only private-sector organi-
zation currently dealing directlv in
housing tor lower income people is
afoundation known as FUNDASAL,
which works primarily in and
around the capital city, with fund-
ing from external lenders and
donors at concessional rates. Theie
is currently no organized effort to
produce housing for lower income
people outside of the capital city.
The existing private credit union

system has lacked resources for
housing and home improvement
lending on any significant scale,
although most credit unions are
aware of the demand and have made
some such loans. However, no Sal-
vadoran institution had a ¢pecific
home improvement loan program
prior to the CHF program.

First Projects
The following projects have been
identified and are currently at the
various stages of development
indicated below.
L. Federation of Cooperative Credit
Unions (FEDECACES)—Pilot
Home hmprovement Project
CHF, in collaboration with
FEDECACES, designed a pilot
home improvement loan project,
involving three FEDECACES-
alliliated credit unions located in
the towns of Nueva Concepeion,
San Vicente, and Sonsonate. CHF
made a loan of $150,000 and
FEDECACES is providing a local
cash counterpart of $37,500 to
support home improvement loans
by the creditunions to their mems-
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bers with incomes below the
median ($153 monthly per family
nationally in 1985),

Important purposes of this pro-
gram are to strengthen credit union
systems and procedures for mak-
ing home improvement loans; and
to encourage other credit unions 1o
undertake such loan programs for
low-income familics.

The demand for such credit, not
previously readily available to
lowerincome groups, is very strong
and widespread. To more accu-
rately measure effective demand,
and to protect the federation and
participating credit unions from
unncecessary accumulation of
interest charges, it was agreed that
drawdowns from CHF could only
be “triggered” by approved and
processed applications from credit
union members. The pent-up
demand was clearly demonstrated
when 100 pereent of the initial loan
lund was disbursed within two
monthsof the january 1986 signing
ol the loan agreement between CHF
and FEDECACES. It is estimated
that thisloan program will directly
benelit about 1,775 people.

In order to reduce costs, model houses are being constructed of adobe in the town of Santa

Ana in El Salvador.

J
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3. Guatemalan Cooperative Haous-
ing Federation (FENACOVI)—
TSO Instittional Support/Self-
Help Housing Cooperatives
FENACOVI was established as a

TSO in 1977 in an cffort to meet

the emergency shelter demands

erising from the 1976 carthquake.

Adowever, although it expanded

rapidly, FENACOVI lacked access

to sufticient technical and organi-
zational assistance to function as

an cffective TSO. While it did

develop several hoasing coopera-

tives, as a result of its own weak-
nesses, it was unable to provide the
cooperative education, training and
organizational development assis-
tance necessary to develop viable
cooperatives. Several of its proj-
cets soon were in ditheulty: some
suffered pavment arrcars because
of fauity collection procedures, and

others because the inability 1o

complete all units resulted in inad-

equate revenues anrd henee aceu-
mulated arrcars in paving the con-
struction debt. In 19835 FENACOV]
clected a new Board ol Directors,
which promptiv hired a new Exee-
utive Director; together they
undertook an analvsis of the situ-
ation and developed a plan of action
to improve collections and resolve
the problems of their twao incom-
plete projects. CHE provided an
institutional support grant of
24,108 to FENACOVT as an initial
program activity, as well as tech-
nical assistance and training in
administration, financing, and
project development and imple-
mentation.

rhls resident oflhc San Juan b.u..\lcpcquc
community is expanding his home with a
home tmprovement loan.

As a result of the institutional
improvements achieved, CHF has
agreed to lend funds to FENACOVI
to complete two self-help housing
coouperatives in Esquintla and
Gualan. This will put the organi-
zation on a solid financial basis by
cnabling it to recover costs sunk in
incomplete, unsold units, and help
it develop into an effective TSO tor
Guatemalain the vears ahead. CHF
has provided a loan to FENACOVI

of $240,000 which, together with
$£330,000 in local resources, will

finance completion of 311 units in
these two cooperatives, benehiting
approximately 1,555 people.

The loan agreement was signed
in May and project implementa-
tion is expected to commence in
June 1986.

Summary

In summary, the Guatemala pro-
gram’s first vear has seen CHF's
fegalization and establishment of

working arrangements with USAID
and with local, private-sector orga-
nizations. The first projects have
been identified and are now
underway.,
loan and grant funds already
upprm'cd or provisionally allo-
catedis $1,002,108, with cash con-
tnbulmns from local organiza-
tions totaling $507,500. In-kind
contributions are estimated at
$1,320,000 during the hirst four vears
of these projects, from which an
estimated 7,755 people will bene-
fiit. The build-up of funds from
repaviments will provide credit to
many more people in the vears
ahead.

Most importantly, the program is
expected to strengthen these private
organizations and demonstrate the
ctheiency of channeling both national
and external funds through the pri-
vate sector to help meet the shelter
and community services needs of low-
income people.

. S pr
The tradition of self-help home conslmcllon is wcll-eslahllshc(l in (.uatcmdla

The total amount of
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2. FEDECACES—Self-Help Hous-
ing Cooperative

CHF, FEDECACES and the Sihu-
atchuacan Credit Union (Sihua-
Coop) in Santa Ana are combining
efforts and resources to produce 113
new core housing units for credit
union members with incomes below
the median. Median monthly family
income for members is currently
$128; 63 percent ol the members fall
below this median. CHF has made
a loan of $206,000 to FEDECACES
for lending to the credit union; local
contributions total $126,500 in land
provided by SihuaCoop and bene-
ficiary down pavments.

Santa Ana, like many “'safe”
urban centers in El Salvador, has
experienced a sharp influx of fam-
ilics flecing guerrilla activities. Due
to the general lack of long-term
financing, particularly for low-
income people, the formal sector
has produced verv little such hous-
ing over the last several vears. Vir-
tually no housing for low-income
people has been produced outside
the capital city of San Salvador.
This project is a modest, but mean-
inghul response to the need for new
housing, aftordable by low-income
families, in the Santa Ana arca.

With this project, CHF is assist-
ing the credit union svstem to
expand its role and extend loans for
the construction of new core hous-
ing units. Given the modest nature
of planned core unit construction
and contemplated CHE technical
assistance, the step from home
improvement lending, which fre-
quentty provides one- and some-
times two-room additions, to the
present project does not appear to
be bevond the capabilities ol
FEDECACES and SihuaCoop.

Mortgage terms to the benefici-
aries will be for fifteen vears, at
prevailing market interest rates.
The project will be constructed by
small, local contractors, and will
directly benehit 565 people.

The loan agreements were signed
in April and the projectis currently
being implemented.

3. JEDECACES-—-Honme
ment/New Construction

Lmprove-

The towns of Metapan, La Union
and Sonsonate face problems simi-
lar to those in Santa Ana. Families
flecing guerrilla activity have
sought shelter and safety in the

\-

towns. Since the housing stock has
grown very little over the past
decade, the need and demand in
these towns is strong.

CHF in collaboration with FEDE-
CACES, has done preliminary iden-
titication and design work for a proj-
cet with three FEDECACES-afhli-
ated credit unions to iinance a “build
on vour own lot” project. The proj-
cet will demonstrate that a credit
union, with support from FED..-
CACES, can provide long-term
financing to qualifiecd members to
build their own homes, combining

contractor-built clements and self

help. This pilot project will finance
approximately 65 new core houses
for below-median-income familics
who already own their own lots,
directiv beneliting approximately
325 people.

CHEwill lend $144,000 to FEDE-
CACES for lending to the three par-
ticipating credit unions, which in
turn will fend to their qualifving
members. The credit union svstem
will provide a cash counterpart of
63,000,

CHFE is now conducting a feasi-
bilitv studv of this project.

Summary

During this lirst year, CHF has
been legally established in El Sal-
vador and has set up working rela-
tionships with relevant organiza-
tions. Three projects are under
development. The total amount of
CHF loan funds budgeted for El
Salvador, $500,000, has been allo-
cated to these three projects. Local
contributions for the projects total
$227,000. Approximately 2,665
people will benelit directly.

In addition to these benefits, the
CHF program is making a substan-
tial institutional contribution by
strengthening  private-sector

capacity and giving private insti-
tutions a chance to demonstrate the
teasibility of cooperative solutions
to the housing problems faced by
El Salvador's low-income and war-
displaced population.

CHF has requested technical help from IFEC, the International Foundation for Earth
Construction, to assist in improving the adobe construction teehniques to resist moisture.
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Honduras

Overview

Honduras is the poorest country
in Central America. Its estimated
population of four mittion people
is 40 percent urban and 60 percent
rural. The cconomy’s growth rate
has actually dropped in recent
years, and real per capita income
is 14 pereent lower than 1981 lev-
els. Unemplovmert is estimated at
20 pereent, and underemploviment
between 30 and 35 pereent.

Despite these problems, Hondu-
ras shows signs of cconomic
improvement and, perhaps most
encouragingly, has just held fair,
democratic elections and installed
anew President whao is giving high
priority to social and economic
development goals, including
housing and emplovment. The new
President, Jose Azcona, is the for-
mer Director of FEIICOVIL, the
Honduran cooperative housing
technical service organization
(TSO). He s o irmi believer in the
democratic, social and cconomic
value of cooperatives.

The USAID program in Hondu-
ras, one of the largest in Central
Amcerica, seeks to support the gov-
crnment’s ceconomic development
plan. USAID goals include sup-
porting  Honduras"  further
advancement toward a democratic
secicty, increasing its cconomic
growth, and preserving its territo-
rial integrity.

The need for housing is acute. The
numberof people living in squatter
settlements surrounding Hondu-
ran cities is increasing at on alarm-
ing rate.

Animportant advantage in trving
to mecet this need is the fact that
Honduras already has o sorong
TSO-—FEHCOVIL-—with twenty
vears' expericnce in developing
housing cooperatives. FEHCOVIL
isa kev participant in the CHF pro-
gram in Honduras. It has demon-
strated its eftectiveness in promot-
ing self help, in cost recovery, in
quality design and construction and
in managing major loans from
external donors.

The second strong private-sector
organtzation in Honduras which
will be involved in this program is
FACACH, the Honduran Federation
of Credit Unions. FACACH also has
a good record of providing credit

forawide varietv of uses, including
housing, small business develop-
ment and production credit.,

CHF has also identified other
housing-related private-sector
organizations in Honduras and
hopes to work with them during
the subsequent vears of the pro-
gram implementation period.

First Projects

The following projects have been
identified in Honduras and are at
various stages of development,
ranging from feasibility study 1o
the initial stages o implementa-
tion,

L. FEHCOVIL—=NIC/ Home

Tmprovement

The purpose of this CHF loan 1o
FEHCOVIL is to fund lending by
FEHCOVIL to aftiliated low-income
housing cooperatives for individ-
ual member honie improvement
loans. The project also will provide
loans to the cooperatives tor neigh-
borhood projects such as improved
water and sanitation svstems,
drainage and sidewalks. In addi-
tion, FEHCOVIL will form neieh-
borhood improvement coopera-
tives (NICs) in surrounding arcas.

Home improvement loans 1o
housing cooperatives and NIC
members are expected 1o average
aboui 36349 cach. Individual core
housing loans can be up to a max-
imum ol $2,000. Collective neigh-
borhood timprovement joans should
average about 33,000 cach.

Projects are being undertaken in
tour separate neighborhoods in and
around Tegucigalpa and one located

Ve Y " (N ~-“:‘4.:n,.- v

in San Pedro Sula. The total loan
package is $400,000, with $350,000
from CHF and $50,000 from FEH-
COVIL.

Project "outputs” will consist of
400 home improvement loans, 50
new core houses, and cight neigh-
borhood improvement loans for
small bridges and walkwavs, sim-
ple water distribution svstems and
drainage improvements. These are
expected to benelit about 5,000
people.

The loan agreement for this proj-
eet was signed March 31, 1986.

In addition, CHF has made an
institutional support grant to FEH-
COVIL ol $32,250 (0 provide for
additional stafl and cquipment and
thus strengthen s capability 1o
carrvout the CHE loan projects and
assist its affiliates.

2. FACACH = Home Tmprovement

Loan Project

FACACHT is the Honduran Teder-
ation ol Cooperative Credit Unions,
with 89 atiiliated credit unions
serving more than 39,000 mem-
bers. CHE and FACACH are collab-
orating on a pilot home improve-
ment loan project involving five
individual credit unions, to sere
members whose monthly faumily
income is below the median leved,
which averages about $358 i urban
arcas, CHE has made a loan of
3250,000 o FACACH, to be com-
bined with £125,000 of FACACH
funds and an additional $125,000
from the participating credit
unions, for a total ol $500,000. The
funds will flow from CHEF 1o FACACH,
from FACACH to the credit unions,

This community Is typical of hundreds surrounding the capital city of Tegucigalpa which
need community services and credit for home Improvement.

\
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and from the credit unions to the
members. All loans to beneliciary

familics will be at market rates of

interest, with maximum loan terms
of five vears. Repavments will flow
back up the same chain. The proj-
et should benefit an estimated
7,000 people.

The loan agreement was signe |
in Mav and implementation is
scheduled o start in June 1986.

An insiitutional support grant of
$10,000 10 FACACH has also been
made. This will strengthen FACACH s
capacity o implement the home
improvement loan program by cov-
ering part of the cost of o profes-
sional to administer and promote
the program and provide rechnical
assistance and training o alnliated
creditunions; and by providing ftunds
for educational and promotional
materials for the program.

3. FEHCOVH
Cooperatives

Selp-ticly Housoy

This project includes a $400.000
loan by CHE to FEHCOVIL 1o
finance the construction ol appros-
imately 130 new core houses for
three separate cooperative groups
at three separate sites, twoin Tegu-
cigalpa and one in San Pedro Sula.
In addition to the CHE loan, FEH-
COVIL sl provide o cash coun-
terpart loan contribution to the
project ol 330,000, The benetician
Families will contribure additional
cash down pavments totaling about
45,000, or about L300 per Lunily,
with the miorteages toran for aterm
ol I3 vears, The project will ditecthy
benetit an esvitnaivd 7340 |unp|v,

CHE has completed and approved
the feasibility stady lor this proj-
cet, which has been submitted o
USALD- Honduras tor concurrence.

4. Asoctacion San Jose Obyero
Compreaniiy Semvices

The Asociacion San Jose Obrero
(ASJO) is a private, non-profit group
assisting the poor of Cholutecaand
its surrounding rural villages with
a broad spectram of programs. The
project funded by CHE involves the
redesign of the witer svstem tor
sites and service project in Cholu-
teca, construction of a water stor-
age tank, and installatior of an
clectrical network. This will sub-
stantially improve services to the
housing cooperative and make the

- ,l P
Tt den

RN -

This brick house will cost less than $2,000 including a small kitchen, latrine and shower.

entire project more attractive and
viable, CHE has made o loan ol
2275005 with 370,245 comng lrom
ASJO tunds, donated land and o
separate AID vrant, total ivest-
ment o the project s approvi-
mattely 2OR.000. The CHE loan has
aterm of 24 months, and will
directly benetie an estimated 360
Pk‘i)P]t‘.

Fhe Toan agrecment was signed
recenthy and implementation of the
('lll"lllllLI\'(l\nlllpunvil!\i\L'\pu‘lL'kl
tostart in June 986,

Summary

In sty the tustvear ol work
m Honduras has seen the estih-
bshment of CHE as a legal cntin
i Hooduras, working arrangc-
ments have been made with AlD
andwith local private sector TSOS

and other organizations, and the

fiest projects have been identihied
and are now underway, The total
amount of CHE funds which have
alrcady been approved or provi-
sionally allocated tor these proj-
cets s NLO70.750: cash cantribu-
tions from locat organizations total
475245 In-kind contributions aie
estimated to reach X1,225 000 Jur -
ing the hiest lour vears for these
projects. An estimiated 13,000 direct
benchiciaries will participate.

Hand-operated machines for making con-
crete block can reduce costs and provide
jobs within the community.
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Costa Rica

Overview

Although Costa Rica is one ol

the most developed countries in
Central America and has a very
high standard of living and level
of education, it is currently suf-
fering froman cconomic recession
and high unemplovment. There are
many people in urban and rural
arcas who are living in very dif-
heult conditions in squatter set-
tHements and in rural communi-
ties without services.

The squatter settlements in the
capital citv ol San Jose are not as
obvious as those inother countries,
though thev do exist. Thev are more
evident in sccondary cities, mar-
ginal urban and semi-rural arcas.
An autonomous social develop-
ment ageney of the Costa Rican
Government, IMAS (Instituto Minto
para Avuda Social), has recently
identificd 495 squatter settlements
nationally, with i population ol over
200,000 people, about cight per-
centob the total population. Squat-
ter family income averages onh
about $43 4 month, in contrast to
the national median monthly fam-
ilv income of about 360, In addi-
tion, Costa Ricahasa problemwith
refugees as a vesalt of the people
flecing Nicaragu.

The National Housing Institute
(INVA) and IMAS e the public.
scator istitutions which work 1o
meet the shelter and commumin
service needs of lower mcome peo-
ple. Inrecoenition of then limited
capabilities, the Government ol
Costae Rica encoutages private
clorts as aocomplement to public
programs.

Fortumatels, there are a numbae
ol private sector, non prohit orea
nizations tmvolved i shelier cone
struction and credit m Costa Rica

USAID has requested thar CHIE

divectits mitial assistance to FEN
DASOL., & recenthy formed foun
dation swhich Tocuses onraral and
sem-trban low ncome housing.

First Projects
The following CHIE projects are
in the carly development stage:

I. FUNDASOL—Ncighborhood
Improvement Cooperative

The neighborhood of Juanito
Mora is located approximately 12
kilometers from the port city of
Puntarenas. The land was invaded
i January 1985 and now includes
approximatety 1,000 familics. The
occupation of the land has been
aceepted by the authorities, and lots
have been divided and numbered
in an orderly fashion and streets
Laid out. The government is now
coing through the process of reg-
istering the lots.,

CHI 1s proposing a home
improvement and new core unit
construction loan program, to be
funded by a 3175000 CHE loan and
230,000 in local contributions. It is
estimated that about 1,730 people
will benehit from these loans.

A major goal o the project is o
help the residents of Juanito Mora
establishaneighborhood improye-
ment cooperative and possibly o
butlding materials production cen-
ter, which will allow them to con-
struct various community lacili-
tes and continue to improve their
homees.

Fhe provram is also designed 1o
help FUNDASOL develop as atech-
nical service organization for hous-
g and community improvement.
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The feasibility work for the proj-
ect is now taking place in cooper-
ation with FUNDASOL..

2. COOPEALIANZA—~Home -
provement

San Isidro is the main city in the
region known as Perez Zeledon.,
High in the Talamanca mountain
range, this largely agricultural dis-
trict has a population of approxi-
mately 82,000, San Isidro is located
near the Inter-American Highway,
140 hilometers south of San Jose.

COOPEALIANZA is a coopera-
tive credit union operating for over
filteen vears in the city of San Isi-
dro. One of their long-term goals is
to provide loans for home expan-
sion and improvementand new core
unit construction. In conjunction
with FUNDASOL, CHF is consid-
ering assisting this project with
$I44.375 i loans tor home
improvement and expansion. A
programof this size would dirvectly
benefit 325 people.

At present, the COOPCTULive OWns
asubdivided and partially serviced
site for the home construction phase
of their program. CHIE's future
imolvement in the core unit con-
straction portion ol this project is
dependent on COOPEALIANZA'S
presentation of o feasible plan for
the further development of this
property and on concurrence from
the Costa Rican Federation of Credit
Cooperatives, FEDECREDITO. CHFEF
anticipates providing the cooper-
ative with technical assistance in
lormulating this plan.

Wra o CGEes ks

The community of Juanito Mora Ix near the clty of Puntarenas and Is typical of many

organired squatter setilements in Costa Rica which need credit for home improvement

and community services.
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3. FUNDASOL~—Home

ment

Improve-

Esparza lies some 80 kilometers
from San Josec, near the Inter-
American Highwav., The city lies
between the fringes of the central
mountain range and the drv coastal
plains of the Pacitic.

CHF has prepared a coneept paper
for a home improvement and new
core house construction project to
be carried out with FUNDASOL
threugh a 250-member coopera-
tive credit union, COOPESPARZA.
This credit union has demon-
strated administrative elhiciencevin
the handling of various small rotat-
ing credit funds and has some lim-
ited experience in the ticld of home
improvement loans. The contems-
plated projecowill involve two sep-
arate squatier communities within
one Kilometer of Esparza Centro
{approximately 70 unilies, orabout
350 people). Funds are needed tor
the construction ot electrical and
water systems, completion of the
tegal title process, and core unit
and home improvement construe-
tion. Total sumount of lunding trom
CHE would be $89.375 with local
cash contributions of approwi-

mately $8,000. This project will
directly benefit 250 people.

Summary

In addition to sccuring CHFEF's
status as a legal entity and estab-
lishing contacts with relevant
organizations, three potential proj-
cets have beenidentitied, with one
of these well into the feasibility
study stage. CHF has provisionally

allocated $408,750 to these three
projects. If all three projects are
carried out, approximately 2,525
people would benehit diveetly.

CHIF's collaboration with FUN-
DASOL is also expected to
strengthen this new organization's
ability to serve as an effective pri-
vate-sector TSO forrural and semi-
urban low-income housing.

Typlcally, restdents purchise materials a linde ata tme to improve thele housing. Credit from the CHF
program will accelerate this provess and make it more eflicient.
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Overview

One of the highest priorities of

the Government of Panama is 1o
provide emplovment opportuni-
tics and improve shelter for lower
income people. The USAID Mission
is supportive of these cfforts and
has been very helpful 1o CHF in
developing its program there. In the
housing scctor, USAID has concen-
trated on providing assistance 10
the government in developing anew
national housing policy and pro-
viding assistance 1o the national
housing finance svstem.

CHF has a tong history of work-
ingin Panama, starting in the carly
1960°s when it assisted the Pana-
manian Government and couper-
ative organizations with some of
the first expandable core housing

and site and service projects ever

financed by AID. CHF also assisted
in the creation ol FUNDAVICO, the
Panamanian cooperative housing
TSO. and has & goud relationship
with the Credit Union Federation
(FEDPA) and its members.

When FUNDAVICO was estah-
lished, it was generally expected
that it would provide housing tor
middle-income families and that
shelter tor the poor would be han-
dled by government agencies,
However, in recent vears it has
become clear that the vovernment
agencies alone cannot meet the
demand. FUNDAVICO has now
become more involved in low -
income housing and i~ currenth
assisting lamilies i a Lrge squat-
tersettlement known as Belen, CHE
isencouragig FUNDAVICO in these
cllorts and is also working with
FEDPA 1o develop specitic projects
forits L'I'L'dilu)up\‘luli\cll]clllhcl\.

First Projects

Following is a description of the
projects dentified and or approved
so farin Panania.

Lo FUNDAVICG- Newghbavhood

Iaprovement Cooperatne

A project in support of a neiph-
borhood improvement cooperatine
(NICYnearthe citvol David in west -
ern Panamachas been developed by
CHE and FUNDAVICO. The Loma
Colorada community: consists ol

N

approximately 300 familices. There
is a small, existing cooperative (La
Union) formed many vears ago by
FUNDAVICO when this was still a
rural arca. The new project will
build upoun this couperative base to
form & more effective NIC, by
cnabling the cooperative 1o pro-
vide credit for home construction
and improvement. It is expected
that this will be Tollowed by com-
munity improvements identified by
the residents and financed through
the cooperative, as its capital HIOWS
with loan repaviments, The coop-
crative will also benehit from edu-
cation and training provided
through the project.

CHI has oo made a 263,000 loan
10 FUNDAVICO, which is imesting
25000 of its own funds and then
onlending the entire 30,000 1o the
La Union Cooperative to tund home
improvement and core unit con-
struction loans to approsimately 21
member familics with monthly
imcomes averaging about 216,
considerablv below Panama s
national median of 2400 4 month.
The Toan agrecment wis signed in
Mav and implementation s
axpected to start in June 19sn,

2. I[\/)“/(() ,\(’ll(]l/HH/l!Hl(/
Improvement Cooperainces

The Belen squatter community
has grown up during the past few
vearsonalarge section of land near
Pananmia Citn's Tocumen Interna-
tional Airport. It consists ol
approximatels 1300 fannlies who
are subdivided into sectors of about
TOO to 300 families cach. Alter the
government assured them that they
would not he torcibIv renio cd, the
restdents began efforts to purchase
the Tand froni its private owners

They requested help from FUN-
DAVICO in carrving out the land
transactions. The FUNDAVIC O role
was unigue and could be o model
tor other communities and even
other countries, FUNDAVICO seived
as i broher " between the tamilies
and the Tandowners in negotiating
sides contracts, and guaranteed
paviient by the residents, FUN-
DAVICO then worked with the focal
government authorities 1o register
the Tots, FUNDAVICO also pro-
vided technicad help by prepaning
acrial photopraphs and plans,
dividing the community into lots
and developing astreet Tavont pat-
tern. This process has worked very

*\

well and is now almost complete,
much to the satisfaction of the pri-
vate landowners and the residents.
Other Tandowners have come 1o
FUNDAVICO and inquired whether
thev might get similar assistance,

FUNDAVICO has also assisted the
vesidents with preliminary coop-
crative education and sell-help
construction and community
tmprovenments. A number of drain-
age ditches have been dug and sev-
cral communite buildings con-
structed. In some cases, FUNDAV-
ICO provided materials, with the
residents providing selt-help labor.

FUNDAVICO and CHE are now
studving the feasibility of devel-
oping  several neighborhood
tmprovement cooperatives (NICs)
i Belew, CHE will provide a loan
ob X225.000 and FUNDAVICO will
contribute 200,000 to tund NIC
loans for home improvements and
construction ot new housing,
Approvimateh 2,700 people will
benetin

Credit will wlso be provided by
CHE and FUNDAVICO, as the NICs
samstrength, for a munmber ol pProj-
CUlS Lo HIPIOVe Community ser-
vices e Belens The potential proj-
et would complete a provisional
water sustent installed by the res-
idetits in cooperation with the gov-
crnient water supply institution,
The covernment would provide the
water tank and FUNDAVICO and
CHIT would loan monev for tower
construction. The residents would
assistin the installation of the dis-
tibution lines and the users would
pay notonly for the water, but also
for the cost ol construction.

LEUNDWICO - Viillage Doprove-
rent Cooperatives

Several villages have been iden-
thedtor the development ol village
Huprovement cooperatives (VICs),
beginmmyg with Boquete and Mon-
tho. These two VICS will start with
home tmprovement and construc-
tion loans and later be expanded
withcreditfor communiny services
and empiovinent-gencrating activ-
Ites,

A concept paper for this project
has been developed and approved
by CHEF Washington which ealls for
AMOO.000 ot CHE loan tunds and will
directhv benelit 400 people,
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4. Panamanian Federation of Credit
Cooperatives (FEDPA)—Home
Tprovements-Scateered Siie
Construction

applied tor credit tor home con-
struction or improvement. Each ol
the credit unions already has a his-
tory of making housing-related
oans, although generally tor peo-
ple above thercdinn ipeome level,

A concept paper has boeen
approved by CHE washington,

Under the proposed program,
CHE il loan £275 000, which will
be aucmented by an additional
o3 750 trom FEDPA and the
cooperatives, These funds will be
used for home improvement loans
of X2,000 1o 3000 cach and tor
construction ol core units and some
completed houses costing up to
8000, This project will directhy
beneht 875 people.

Some time ago, CHE made asmall
grant to FEDPA 1o help it develop
a home improvement program. This
activity was successtul, but tailed
to evolve into o formalized, ongo-
ing home improvement lending
operation. As part of the new Cen-
tral American program, CHE and
FEDPA have agreed to move abead
with home improvement and con-
struction loans for lower income
people through FEDPA'S miember
credit untons,

Projects have been identitied in
two FEDPA credit union coapera-
tives, in Santiavo and Las Tablas.
ach cooperative has a large nume
ber ol members who wre below the
median income level and who have

e,
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This Family in the community of Belen, on the outskirts of Panama City, was selected for
the model house constructed by FUNDAVICO with support from CHF,

N\

Summary

The first vear of program activity
in Panuma encompassed the reg-
uisite legalization, establishment
of procedures and contacts; and
identificd and developed tour home
improvement and construction loan
projects. To date, 20635,000 in CHF
loans have been allocated tor two
ol these projects, while $288,750 in
local counterpart funds have been
comimitted.

In addition, CHF is planning 1o
provide an institutional support
grant of IR S00 to FUNDAVICO,
for o total provisional CHFE first-
vear allocation ol 1703500,

These projects are designed not
only to mecet the housing needs of
the divect beneticiaries, but also 1o
build nstitutional capacity and
help FUNDAVICO, particularly, 1o
become an increasingly elfective
resource for low-income coopera-
tive housime in Panama.
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Belize

Overview

Belize is the newest nation in
Central America and is quite dil-
ferentin both culture and size from
the other Central American
countries. Its ofhcial fanguage is
English and its focus is toward the
Caribbean. However, it does share
similar problems of overcrowding,
inadequate housing and lack of
community services for many of irs
low-income people. In recent vears,
these problems have been agera-
vated by a large influx of refugees
from El Salvador and Guatemala:
many of these people are seutling
in small, rural communities.

Belize also has whigh uncmplo -
ment rate. The decline in the price
of sugar has hurt the nation's econ-
omyv and lurther damage has
occurred as aresult of the linancial
problems ol neighboring Mevico.

CHE has been working in Belize
for about two vears, assisting the
creditunion federations to develop
a home improvement loan pro-
gran. Funding for this program has
been provided through a2 million
AID Housing Guaranty foan. Fast
vear, when CHE's Central Ameri-
can program began, CHE shitied
toward developing small demon-
stration projects involving credit
unions and other private organi-
zations,

First Projects
The following projects have been
identified and are being developed.

L. Belize Credit Uniion League -
Ringrat Village Sclj-Help Hous-
ing Cooperative

CHE will make a loan of $39,000
to the Belize Credit Union League

(BCUL), to be combined with £8,000

in local resources and lent 1o the

Hummingbird Credit Union, to in

turn provide loans to members for

the construction of 13 new core
housing units in Ringtail Village.

This small pilot project will serye

the first ol approximately 100 small-
farm families in the Ringtail Vil-
lage area, and is intended as a model
for replication in this and other
agricultural arcas undergoing the
small-scale colonization and devel-
opment tvpical of sparscly-popu-
lated Belize.

-

Ringtail Village came into exis-
tence as the result of a demonstra-
tion project for small family farm
production of cocoa, for which
technical and funding support
comes from Hershey Foods Corpo-
ration, the Government of Belize,
USAID, the Pan American Devel-
opment Foundation, VITA and Peace
Corps.

CHE is providing the technical
and financial assistance required
to provide housing in the Ringtail
Village arca as the land is cleared
and the first group of families is
relocated. This assistance is chan-
neled through BCUL and the Hum-
mingbird Credit Union, formed by
cmplovees and farmers associated
with Hershev's Belize subsidiary.
FThe housing loan program is lim-
ited 1o credit union members with
monthly familv incomes below
Belize's rural median of $400.

Itis hoped that the experience
gained in this pilot project will
cnable BCUL to setup similar pro-
grams in other parts of the country
and demonstrate the capability ol
Belizean credit unions in fimancing
small-scale housing projects, an
arca in which they have not pre-
vioustv been involved. The project
is designed o strengthen svstems
and procedures for home construe-
ton lending in both BCUL and the
credit union.

The feasibility study tor the loan
project has been completed and s
now being reviewed.

In addition 1o the housing and
mstitutional development compo-
nents to be financed by the CHE
loan, CHE is also providing a grant
ol 34,000 1o the Ringtail Village
fmprovement Committee to con-
structa small community building
to serve as aomeeting place, train-
g site and storage lacility; and a
water catchment svstem for the new
housing cooperative.

ﬂ

2. Belize Rural Development Asso-
clation (BARD)—Building Mate-
rials Production Center

Throughout rural Belize there are
new farming communities being
established. The Tand that s being
settled is mostly sccondary jungle
growth located near major high-
wavs orrivers. Most of the settiers
are refugees from El Salvador and
Guatemala, although many native
Belizeans are also farming small
plots. Several of the new commu-
nities have formed cooperatives to
assist members with production
and marketing. The catalvst for this
cooperative movement has been the
Belize Association tor Rural Devel-
opment (BARD).

BARD is alocal grass-roots orga-
nization formed in 1984, serving
communities in the Belize and Cayo
districts of the country. The Board
ol Bircctors is comprised of rep-
resentiatives ol the cooperatives with
which it works.

CHE is considering a loan of
M5.000 to BARD to establish a
revolving loan tund for the start-
up o small building materials pro-
duction centers (BMPCs). The cen-
ters would use portable saw mills,
block-making cquipment and other
low-tech methods 1o produce
building muterials rom local nat-
ural resources.

Housing for low income people in urban
areasis typleally overcrowded and in a state
of disrepair tn Belize.

Y




This project is currently in the
feasibility study stage.

In addition, CHF has made a
$10,000 institutional support grant
to BARD to help it become more
self-sufficient and effective in
implementing the BMPC loan and
providing services to its affiliates.
This grant is supporting staffing and
operations costs, project develop-
mentactivities and development of
management systems.

3. BCUL—NICs/INew Core House

Construction on Scattered Sites

This program will involve a CHF
loan to the Belize Credit Union
League (BCUL) to finance construc-
tionand long-term hinancing for four
separate urban groups, three in
Belize City and one in Ladyville.
The groups are currently organized
into ncighborhood associations.
Construction of approximately 70
core housing units will require a
CHFloan of US$305,000, with local
cash, land and in-kind contribu-
tions totaling $60,000. The shell
units will be contractor built with
some self-help inputs by the bene-
ficiaries. BCUL will continue pro-
viding community organization
assistance to the four groups, to help

them develop into formal neigh-
borhood improvement coopera-
tives.

The beneficiaries will provide
buildable lots, thanks to a govern-
ment policy of allotting serviced
lots, under long-term lease with
option to buy, to families able to
build a home on the lot.

This project is being readied for
feasibility analysis.

Summary

Asin the othercountries, the frst
vear of the CHF program saw the
establishment of operations and
identification of projects. Three loan
projects are now being developed,
with currentlvallocated CHF fund-
ing for the first two loans totaling
$359,000, plus $43,000 from local
sources. Two CHF grants, totaling
$14,000, have already been made,
bringing the CHF total to $373,000.

Major objectives of the Belize
projects, in addition to providing
the direct benefits of housing and
BMPCs, are to strengthen the par-
ticipating instiiutions and to
develop replicable models for wider
use throughout the country.

“ R %, " + 4 4 .
In rural arcas, many low Income people are building temporary shelter while they develop

their farms in hopes of building more permanent housing later.
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Annex A

The Cooperative Development System (CDS)
Technical Service Organizations

Once of the most important components of the CDS svstemyis the Technical Service Organization
(TSO). ATSO is usually a non-prolit institution that provides the technical assistance needed to develop
housing cooperatives and related community improvement projects. Technical, organizational, man-
agerial, Inancial and legal services and coordination are critical clements to the successful development
of other parts of the CDS. The TSO may, lorexample, organize the village or neighborhood improvement
cooperative. Ora SO can secure inancing from a credit mechanisim for a sell-help housing cooperative
or a building materials production center.,

Self-Help Housing Cooperatives

Sclt-help housing cooperatives (SHEICs) provide housing and related services for members and their families.
SHHCs take ditterent torms in dilferent countries. Normally, cooperatives are private-sector, non-profit
organizations owned by their members and operated under aset of principles whichinclude open membership,
democratic control and one-member, one-vote,

Building Materials Production Centers

Building materials production centers (BMPUS produce and supply basic building materials in the locations
where these materials are needed. BMPCs can be small “backvind” operations that expand as the need
mncreases, or larger scale new businesses established in rapid growth arcas not already served by the formal
building sector.

Neighborhood and Village Improvement Cooperatives

Neighborhood and village improvement cooperatives (NICs and VICS) are formal organizations which
tacilitate selb-help shelter and communiny seryice improvements. The improvements are decided upon by the
members of the NIC or VIC and may include the installation of water or sewer lines, walkwavs, drainage
canals or home improvements. NI1Cs and VICs may also construct community centers, schools, clinies and
other community facilities needed by memibers.

Credit Mechanisms

Credit mechanisms (CMsy are deviees that promote savings and or provide credit tor housing, community
services, building materials production centers or small business for Jower imcome amilies organized in some
type of cooperative. CMs can include cooperative credit unions, commercial banks, worker banks, pension
and social security funds, insurance companices and savings and loan associations,
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About CHF

he Cooperative Housing Foundation (CHF)

is a non-profit organization dedicated to
the development of better housing and related
community services for low- and moderate-
income families in the United States and
throughout the world.

Domestic operations began in 1952, the vear
the Foundation was established, patterned on
the Scandinavian cooperative housing orga-
nizations. The Foundation, which was for-
merly known as the Foundation for Coopera-
tive Housing, has two whollv owned subsid-
iaries: CHF International and CHE, Inc. CHF
International, established in 1965, has over 20
years ol experience in over 50 developing
countrics. CHF, Inc., is the Foundation's hous-
ing development and consulting service arm.

CHF is a 501(c)(3) non-profit organization.
Policy for CHF is set by a 40 member Board
of Trustees composed of distinguished private
citizens with records of achievement in hous-
ing and social programs.

[n the United States, CHF has been respon-
sible for the development of more than 60,000
homes in over 400 housing cooperatives. Over-
seas, CHF has worked in more than 50 countries
providing technical assistance in the devel-
opment ol over 200,000 homes for moderate
and low income lamilics.

Annex B
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(Annex C

Trustees of The Cooperative
Housing Foundation

Mr. Knox Banner: Chairman, Banner Associates,
Ltd.; Former Exccutive Director, District of
Columbia Office of Business Economics
Development.

Mr. Shirley F. Boden: Former President,
Metropolitan Mutual Housing Association, Inc.
Mr. Samuel E. Bunker: Administrator,
International Programs Division. National Rural
Electric Cooperative Association.

Mr. Paul Campbell: Former United Nations
Housing Advisor; CHF International Training
Director; Manager of the Greenbelt Cooperative,
Greenbelt, Marvland.

Dr. Eric Carlson: President, Intersational
Foundation for Earth Construction (IFEC): Former
Chief, Housing Section, United Nations.

Mr. Gordon Cavanaugh: Attorney, Roisman Reno
and Cavanaugh; Former Adminiatrator of the
Farmers Home Administration.

Ms. Fern Colborn: Former Sceretary for National
Federation of Settlements and Neighborhood
Centers.

Mr. Lawrence Connell: Partner, Prather Sceger
Doolittle & Farmer; Former President, Washington
Mutual Savings Bank; Former Chairman, National
Credit Union Administration.

Mr. Charles F. Dean: President, Cooperative
Housing Foundation.

Dr. Karl L. Falk: Chairman, Cooperative Housing
Foundation; Former Chairman of the Board and
Founder, First Savings & Loan, Fresno, CA; Former
National President of NAHRO.

Mr. William French: Exccutive Director, Rural
Community Assistance Corporation.

Ms. Dorothy Gazzolo: Former Deputy Executive
Director, National Association ol Housing and
Redevelopment Officials, and Editor/Publisher of
the Journal of Housing.

Mr. Paul Hebert: Vice President, World Council of
Credit Unions, and Treasurer, CARE.

Mr. Floyd Hyde: Chairman of the Board, National
Housing Conference.

Mr. Richard G. Jones: Former Exccutive Director,
Aurora Colorado Housing Authority.

Ms. Lydia Joseph: Vice President, The John Stewart
Company; Senior Vice President, California
Association of Housing Cooperatives; Former
President, National Association of Housing
Cooperatives.

Amb. Joseph John Jova: President, Meridian House
International; Former U.S. Ambassador to Mexico.

Mr. Robert W. Maffin: Exccutive Director, National
Association of Housing and Redevelopment
Officials.

Mr. Robert Marshall: Director, Scli-Help
Enterprises.

Mr. Donald H. McCreary: Exccutive Director,
Community Housing Ministry, Inc., St. Joseph,
Missouri.

Ms. Mary K. Nenno: Associate Director, National
Association ol Housing and Redevelopment
Ofticials.

Mr. Othello Poulard: Director, Employment and
Training, Center for Community Change.

Dr. Dennis Reinmuth: Director of Special Projects,
League Insurance Companies.

Mr. Gene Schaefer: President, Schaefer Holdings;
Former Exccutive Director, National Housing
Conlerence.

Mr. Henry B. Schechter: Director, Oflice of Housing
and Monetary Policy, AFL-CIO.

Mrs. Marie McGuire Thompson: Housing
Specialist, International Center for Social
Gerontology.

Mr. Dwight D. Townsend: Former Special Assistant
for Cooperative Housing, Federal Housing
Administration; Former Vice President,
Cooperative League of the U.SA.

Mr. T. Graydon Upton: Former Vice President of
the Inter-American Development Bank; Former
Chairman of the Board of Directors of Pierce
International.

Mr. Thomas W. White: Scnior Vice President, Bear,
Sterns, Inc.; Former Exceutive Viee President of the
Council of State Housing Agencics.

Mr. Roger Willcox: President, Community
Cooperative Development Foundation, Former
President, National Association of Housing
Cooperatives.

Mr. E. Morgan Williams: President, National
Coopcerative Business Association (formerly
Cooperative League of the U.S.AL); Former Director
of Farmers’ Home Administration of Kansas.

Mr. Harold Wilson: Exccutive Director, Housing
Assistance Council, Inc.

Dr. Gregory Wolfe: President, Florida International
University.

Honorary Trustees

Mr. Winslow Carlton: Chairman Emeritus,
Cooperative Housing Foundation.

Mr. Wallace J. Campbell: President Emeritus,
Foundation lor Cooperative Housing; President,
CARE.

Mr. Ashley A. Foard: Attorney; Former Deputy
General Counsel, HUD.

Mr. Lawrence M. Orton: Founding Member of the
Foundation for Cooperative Housing; Former
Commissioner and Vice Chairman of the New York
City Plauming Commission.




THE COOPERATIVE HOUSING FOUNDATION

A NON-PROFIT ORGANIZATION DEDICATED TO BETTER HOUSING AND BETTER COMMUNITIES
. 2501 M BTREET, N.W., SUITE 450, WASHINGTON, D.C 20037 o (202) 887-0700

June 11, 1986

Ronald Levin

AID Mission Director

Panama

REFERENCE: CHF REGIONAL OFFI1CE
Dear Ron:

This is to 1let you know that we are moving ahead with the

- Regional CHF Office in Panama in accordance with our earlier

correspondence and the Mission's letter of March 7, 1986,
Initially, we will be posting two people to the Regional Office
in July and hope to add the third person before the end of 1986.

Because this is a prototype program for CHF, I will continue to
be personally involved and will be working out of the Regional
Office during the first 12 months of its operation. In addition,
we have recruited a very well qualified architect, Gus Costa, for
the position of Regional Technical Director.

For your information I have enclosed a copy of our progress
report for the first year of the program. Also, I want to thank
you once more for the support we have received from USAID/Panama,
With best regards,

e %1

Charles F. Dean
President

Enclosure
cc: Mike Viola, CHF/Panama
AID/Washington

NOTE: Same letter hand delivered by CHF/Panama to USAID/Panama
on June 12, 1986,

.
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YES, YOUR HELP IS NEEDED
I want to help the:

[J CHF Central American Fund
(1810 ([7]$25 {7]$50 [] $100or more

Make your check pavable o the Cooperative
Housing Foundation and mail to:

Cooperative Housing Foundation

Development Funds Program

2501 M Street, N.W,, Suite 450

Washington, D.C. 20037

All contributions are tax deductible.
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