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The Housing Guaranty Program has evolved during the past 25 yeare.
attempting to anticipate and respond to the changing needs of
developing countries for shelter and urban development.

Our report this year reflects on the development of the Agency's
housing and urban development programs through several major phases,
beginning with private builders and the savings and loan systems in
Latin America, leading to today's broader approach, which balances
appropriate roles for the public and private sectors.

Each of the seven Regional Offices reviews the progress of one or more
of its earliest projects. These early project experiences have helped
form today's largely sectoral lending approach which attempts to
affect the architecture of major urban development policies and
procedures.

In 1988, we continued our support of programs in over 50 countries and
authorized seven (7) new Housing Guaranty Programs in eleven (11)
countries, totaling $125,000,000.

The year culminated in the Washington Policy Conference on Housing
and Urban Development, which gathered 50 high-level officials from
33 developing countries to share with us their reflections on yesterday's
programs and on tomorrow's needs.

This year also brought its share of tragedy and loss. Sara Frankel lost
her life in an accident in Jamaica, where she was serving as the
Director for the Caribbean region. Her tenacious spirit is missed.
Please remember Sara and her family in your prayers.

Sincerely yours,

o

Peter Kimm
Director
Office of Housing and Urban Programs
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Operation of the Office of
Housing and Urban Programs

he Cffice of Housing and Urban Pro-
grams consists of the Director's Office
and two divisions: Operations, and Pol-
icy and Urban Programs. The Opera-
tions Division provides oversight and
support to its seven Regional Housing and Ur-
ban Development field offices (RHUDOs),
which are responsible for programs in countries
within each region. The Policy and Urban Pro-
gram staff provides lcadership and support to
the central office and the seven RHUDOs in re-
search, policy, training and publications.

There are four underlying principles that
guide A.ID.'s approach to development and to
low-cost shelter:

e private sector participation;
* policy dialogue;

¢ institutional development;
* technology transfer.

The principal vehicle for capital assistance
is the Housing Guaranty Program. The Office
has developed a number of tools to evaluate
and address specific housing and urban prob-
lems. These tools include the following:
¢ shelter sector assessments;

* housing needs assessments;

¢ urban development assessments;

* municipal management assessments;

* housing policy analyses;

* housing finance strategy methodology;

* guidelines for urban land studies and infra-
structure studies;

° decentralization concepts and guidelines.

POLICY INITIATIVES AND RESEARCH

The Office of Housing and Urban Programs is
continuing to support program initiatives in

urban development and management begun in
the past. At the same time, it is concentrating
on the future of urbanization in the developing
world and on alternative Agency responses o
the changes that this urbanization is creating.

As a donor agency, A.LD. is increasingly
concerned by the pace of urbanization in the
developing worid and seeks to defire an appro-
priate response to this change. The Office has
the responsibility to review the Agency's cur-
rent urban efforts and to propose new options
for its future assistance programs that take
into consideration the process of urbanization.
This exercise, in part, satisfies a request from
the House Subcommittee on Foreign Operations
that the Agency prepare a study with recom-
mendations on how it will respond to urbaniza-
tion in the developing world.

Sector Lending. The Office recognizes that
the development issuies created by rapid urban-
ization demand a more fundamental response
from donors than can be achieved through in-
dividual capital projects. Major emphasis,
therefore now is placed on sectoral program-
ming, to use technical and capital assistance
programs to achieve systemic institutional and
policy changes.

To advance the change to sectoral program-
ming, the Office developed and implemented a
technical review process. Technical reviews
have been conducted in four Regional Offices,
examining the delivery systems for shelter and
urban services in the client countries, as well as
policy issues that impede delivery of services
and shelter. Past assistance was evaluated,
and alternative strategies were explored as a
basis for future programming.



RELEVANT AUTHORIZED PROGRAMS
The Office has allocated funds to support field
activities specifically designed to advance the
sectoral approach. The Agency for Internation-
al Development has authorized three sectoral
programs during Fiscal Year 1989. Jamaica, In-
donesia and Jordan will receive authorizations
which will amount to $200 million over the
life of the project. In each case, a policy agen-
da addressing the delivery of urban service and
shelter was agreed to and resources will be dis-
bursed leading to the financing - 1 eligible pro-
jects. An examination of the land development
process in Tunisia, for example, focused on the
current and potential role of the private sector
in the urban land delivery system. The Office
also funded a study of the institutional struc-
ture for land use management and policy in St.
Lucia and assisted the African Development
Bank ¢volve a lending policy for sustainable
development of water and sanitation services.
Informal Sector. Because of its continued in-
terest in the role of the informal sector in pro-
viding shelter and services, the Office spon-
sored a major workshop on this tepic. Urban
scholars and professionals from A.LD., The
World Bank, the Interamerican Development
Bank, nonprofit organizations and the private
sector participated. The discussion considered
how the Office could focus on the reform of
regulations that impede small-scale private

initiative, as well as provide direct support to
informal organizations.

Research Agenda. The Office conducted re-
search on three other issues of importance to
developiment. It commissioned a report, to b
completed in 1989, on urban economic develop-
ment and its role in achieving A.L.D. objec-
tives. The purpose of the report is to explore
options for Agency policy and programming to
harness the potential of urbanization as an en-
gine for economic growth. A second paper was
completed which presents the basis for gov-
ernmental decentralization underway in many
developing countries, as well as guidelines for
analyzing alternative strategies to support
the process. Finally, the Office is supporting
the Megacities research project being under-
taken by New York University to document
and analyze innovative management tech-
niques and technologies employed in the
world's largest cities. By the turn of the centu-
ry, most megacities will be located in devel-
oping countrics.

The Office continues to work with the
United Nations Center for Human Settlements
(HABITAT). It headed the U.S. delegation to
the 11th Sussion of the HABITAT Commission
in New Delhi. The consensus of the meeting
resulted in a document entitled Global Shelter
Strategy to the Year 2000. This major policy

The Office of
Housing and
Urban Programs
has its base in
Washington,
D.C., with seven
decentralized
regional offices,
located in
Ecuador,
Honduras,
Jamaica, Céte
d’lvoire, Kenya,
Tunisia and
Thailand,



statement advocates that governments adopt
regulations and policies encouraging private
action in the low-income shelter sector. The
U.S. played a pivotal role in negotiating the
language of the re;yort.

TRAINING AND PUBLICATIONS IN
SHELTER AND URBAN DEVELOPMENT

The Office of Housing and Urban Programs has
been sponsoring training activities in shelter
and urban development since the early 1970s.
Over the Office's 25-year history, more than
3,500 participants from developing countries
around the world have attended courses, con-
ferences, seminars and workshops that address
the challenges of urban growth and provide a
forum for innovative thinking on current issues.
In earlier years, training activities included
such topics as construction management and
mortgage servicing. As the focus of the Office
has broadened, training activities have ad-
dressed such topics as housing finance, deliv-
ery of urban services and infrastructure, land
tenure, public-private partnerships, decentral-
ization and market town development.

In recent years, training has expanded from
an ad hoc effort to a formalized office function.
This new emphasis on training has led to the
consolidation and coordination of training ini-
tiatives in the central office as well as support
for regional training activities. Rather than
doing training directly, the central office has
served as a facilitator. It has assisted the
RHUDOs in identifying needs and worldwide
trends, helped to develop training strategies

and targeted opportunities for programs sup-
ported jointly with other institutions.

Training has always been an important com-
ponent in urban development efforts. The shift
from project to sectoral lending has brought
heightened attention to the goals of training.
In this context, policy dialogue and institution
building take on greater importance: communi-
cating policy goals, developing capacity in
both the public and private sectors to provide
shelter and urban services, and assisting in the
development of sustainable training institu-
tions in developing countries.

The Office of Housing and Urban Programs
targets its training activities on policy-making
officials from both the public and private sec-
tors. This year's central training activities in-
cluded sponsoring ten participants to a course on
Housing Finance conducted by the Fels Center of
Government at the University of Pennsylvania
in Philadelphia. Organicing the Washington
Policy Conference was another activity which
developed materials and case studies on current
issues.

Publications continue to be a vital function of
the Office. In the last year important research
and project papers have been printed including
two major works on urbanization in Africa.

ap



Reflections on Yesterday

f o r e 1 9 6 1

President John F. Kennedy established the
Agency for International Development (A.LD.)
in 1961. Prior to this time, several agencies
administered U.S. foreign assistance to devel-
oping nations. A limited number of housing
loans and grants wrre provided. As early as
1956, the National League of Savings and Loan
Associations recommended a U.S. guaranty of
loans for direct housing investment in Latin
America.

After the passage of the Foreign Assistance
Act of 1961, Congress added Section 222 which
established the Housing Investment Guaranty
Program, with a guaranty authority of $10
million. The program was to finance its oper-
ating expenses through loan fees, and to have
interest rates comparable to commercial lend-
ing rates.

To administer the Housing Guaranty Program,
in 1962 A.LD. set up a division within the Lat-
in America Bureau. This office solicited ap-
plications from builders, mostly from the U.S.
This Housing Guaranty Division processed
loans for demonstration projects, following the
model of the FHA insurance program in the
U.S. In Peru, the first Housing Guaranty Loan
Agreement was contracted in mid-1963 for the

Apollo project. Independently, the Africa and
Asia Bureau carried out early projects, under
A.LD.'s Extended Risk Guaranty Program.
Projects emphasized more efficient building
systems, economies of scale and the use of bet-
ter equipment. The first loan for the Caribbean
region was authorized this year, in the Domin-
ican Republic. A.LD. authorized the first loan
for Central America this year as well, in Hon-
duras.

At A LD.'s request, Congress expanded the pro-
gram to include institution-building goals.
Congress voted $150 million additional au-
thority. The 1965 amendments to the Foreign
Assistance Act specified five types of eligible
programs for Latin America:
* private housing projects, similar to those
insured by the U.S. Department of Housing and
Urban Development;
¢ credit institutions, including Savings and
Loans, which financed home mortgages;
* housing projects for lower-income families;
* housing projects that promote the develop-
ment of institutions important to the success of
the Alliance for Progress, such as free labor un-
ions and cooperatives;
* housing projects where 25% or more of the
mortgage financing is from within Latin Amer-
ica, and where unit costs do not exceed $8,500.
The Housing Guaranty Section was esta-
blished as the Housing and Urban Develop-
ment Division, within. the Capital Develop-
ment Office of the Latin America Bureau.

25 Years



Stanley Baruch was hired as the Director in
1965 and Peter Kimm was hired as Deputy Di-
rector responsible for Housing Guaranties in
1966.

To provide decentralized services, the Of-
fice of Housing established the first regional
office, serving Central America.

During the years between 1965 and 1973,
the balance of the programmatic emphasis
shifted toward housing finance institutions,
largely the savings and loan institutions.
Countries normally received development loans
and a grant for technical assistance to set up
savings and loan systems. The Housing Guaran-
ty Program effectively provided seed-capital
to these institutions for long-term home mort-
gages.

Through these efforts, housing finance sys-
tems were developed in 17 countries in Latin
America. Combined, these systems now have a
pool of over 30 billion dollars for housing fi-
nance. Virtually all of these loans assisted
people who were previously unserved.

In this year, loans were authorized for the
first time in Asia and the Near East and North
Africa, in Thailand and Tunisia, respectively.
In 1967 A.LD. authorized the first loan in the
West Africa region, in Cote d'Ivoire.

To assess proposed housing projects, the Hous-
ing Guaranty Section began general assessments
of the national housing systems, called Shelter
Sector Assessments. This approach recognized
that coherent housing systems at a national
level were important, and required govern-
ments to establish laws, develop policies, allo-
cate funds and establish housing agencies. A
loan authorized for Kenya in 1969 was the first
for the East Africa region.

Congress voted additional authority for hous-
ing guaranties in Africa and Asia. The Hous-
ing and Urban Development Unit was reorga-
nized and expanded. It was moved from the
Latin America Bureau to the Bureau for Ad-
ministration and began operations as the Of-
fice of Housing.

In a major shift in 1973, the Foreign Assistance
Act was dramatically redrafted to emphasize
that all of A.LD.'s efforts should benefit poor
people, defined as families in the lower half
of the income distribution. A new A.LD. Shel-
ter Policy was adopted to respound to this con-
gressional mandate. In 1973, Peter Kimm was
appointed Director of the Office of Housing.

Amendments to the Foreign Assistance Act in-
corporated the policy changes the Office had
adopted. These resulted in an increase in sites
and services projects and programs for upgrad-
ing existing neighborhoods. There were major
impacts also on the programs developed: stan-

dards were lowered; less-than-complete core -

units were built; delivery systems were
changed. The basic client of the Office
changed in many countries to Ministries of
Housing and other governmental housing agen-
cies.

[-



A major U.N. Conference brought world leaders
together in Vancouver in 1976 to hold the first
HABITAT Conference, which produced a
statement of principles for the solution of shel-
ter needs. This year also marked the first con-
centrated effort on squatter settlement upgrad-
ing, which included facilities for water, sewer,
electricity and roads, and community buildings
and services. Planning processes, in addition to
financial and physical aspects, expanded to
include the social and economic components of
low income neighborhoods in an effort to im-
prove, incrementally, the quality of life.

The authorizing legislation for the Housing
Guaranty Program was again modified. This
amendment allowed the financing of communi-
ty facilities and services, including schools,
health clinics, community centers, vocational
training centers, markets and small business
centers. This resulted in increased work with
the informal sector and the private and volun-
tary organizations working with them.

In 1978, the seventh regional office was
opened, this one serving the Caribbean region.

The changes in the Housing Guaranty Program
required increased training and technical as-
sistance. The Latin America region had ini-
tiated Regional Conferences on an annual basis
which were followed by similar conferences in
Africa and Asia. The first worldwide Interna-
tional Shelter Workshop was held in Novem-
ber 1979. Shortly after that, the Otfice began
publishing the Occasional Papers Series.

A global Urban Development Support Service
Project was developed in 1980 with grant funds
to focus on specific problems of urban develop-
ment. This project began the process of prepar-
ing the major cities of developing countries to
cope with the urban expiosion that was rapid-
ly overwhelming them.

In this year the total value of projects author-
ized and under contract exceeded one billion
dollars.

ALD.'s strategy became more clearly articu-
lated with reliance on individual initiative
and the infermal private sector to produce
housing, with governments providing infra-
structure and the policy framework. In this
way, governments play a facilitating role, sup-
porting the natural processes that result from
individual initiative.

The scale of the problems caused by rapid
urbanization requires appropriate policies and
construction standards as well as a balance be-
tween the work of the private sector, finance
institutions and governments. It came to be seen
that the role of governments is to solve prob-
lems that individuals cannot solve for them-
selves: securing land tenure; installing basic in-
frastructure; acquiring credit to upgrade homes
and communities.



The Regional Offices began intensifying their
support of municipal development, decentrali-
zation and training. Seminars in Cote d'lvoire
on decentralization and on privatization of ur-
ban services in Togo are illustrative examples.

The Office of Housing and Urban Programs
developed a computer model called the Hous-
ing Needs Assessment that would project the
number of low-cost housing units needed over a
20 year period, project the capital required and
define the construction standards. In 1984 and
1985 ten such studies were conducted. Among
the countries studied were El Salvador, Peru,
Zimbabwe and Turkey.

To assist A.LD. in understanding urbanization
processes and to determine key needs and road-
blocks, the Office developed a methodology
called Urban Development Assessment. In
1985, to test the methodology, studies were
completed in Panama, Morocco and Jordan.

Also developed this year was the Housing
Finance Strategy Methodology, which exam-
ined various means to mobilize funds necessary
to achieve the objective of adequate housing
for all. A companion methodology, the Hous-
ing Quality Methodology, was developed at
the same time.

By 1986, policy dialogue and institutional
change are becoming the primary consideration
of the Office, with specific projects being secon-
dary. This marks an evolutionary change
which began with individual projects as the
primary focus and was followed by a period in
which policy and institutional changes were
brought about through demonstration projects.

By now, projects are viewed as supportive of im-
portant changes.

In Central America, A.LLD. approved $110
million to support municipal provision of infra-
structure and land tenure, Missions in several
countries included the increase of local authori-
ty and responsibility for urban infrastructure in
their negotiations of macro-economic programs.

In Africa, the Kenya Small Towns Project ii-
lustrates a pioneering use of Housing Guaranty
funds to move toward broadly-based urban de-
velopment. The project has been instrumental in
creating jobs, strengthening local economies and
improving institutional capacity.

The Office continued moving its emphasis dur-
ing 1987 from a project-focussed approach to a
sectoral-lending approach. This latter ap-
proach concentrates on the reform of natioral
policies and institutional delivery systems for
shelter and urban services. Its goal is to broaden
the impact of A.LD. urban interventions toward
improved management of urban growth.

The Office developed an over-all training
approach, and the RHUDOs further expanded
their commitment of resources to training,
which is increasingly viewed as important as
program design and investments to encourage
governments to develop and change their shel-
ter and urban policies.

In the past 25 years, through its Housing Guar-
anty loans and related grants and through its
technical support, the Office of Housing and Ur-
ban Programs has worked in over 50 countries
worldwide. It has provided guaranties for over
200 loans with a total of $2 billion. Current ac-
tivities of the Office are described throughout
this report.



Reflections on Tomorrow

Urbanization and Shelter in
Less Developed Countries

"Through collaboration between donor agencies and the developing
nations, with appropriate balance of roles between public and private
sectors, the cities of tomorrow should be able to turn the challenge into

opportunity.”

The following are excerpts from the opening
session of the Washington Policy Conference on
Shelter and Urban Development:

CHALLENGES OF URBANIZATION

Rapid urbanization has been occurring for sev-
eral decades in developing countries. In the
coming years, however, we will be challenged
to respond to new and more complex problems.
What makes the emerging problems different
from those of the past?

The most striking difference is the sheer
number of people who will be living in cities.
The urban populations of developing countries
have been growing geometrically and at twice
the rate of the industrialized countries. This
urbanization is on a scale and at a pace unprec-
edented in world history.

From 1950 to 1980, the cities of all develop-
ing countries grew by 237% to 966 million peo-
ple. People managed to provide for them-
selves, frequently outside the formal
institutions, and somehow the cities coped.
Cities cf these countries will grow by another
300% and reach over 3.8 billion people by 2025.

Cities will have to accommodate an addi-
tional 2.9 billion people. They will have to
house and provide services and jobs for four
times as many new residents as they did in the
past.

In 20 years, nearly 80% of the populations
of Latin American and Caribbean countries
will live in urban areas. In contrast, Africa is
now only about a quarter urbanized, but cities
across that conlinent are growing at nearly 5%
a year, almost twice the world average and
putting incredible pressure on already strained
economies. Over the next decades, a large per-
centage of the growth in Africa will occur in
cities.

By the year 2000, there will be 30 cities in
developing countries with populations over
five million. Most dramatic, however, will be
the growth of megacities. The megacities are
already straining under the pressure to main-
tain their existing infrastructure, much less to
meet the need for new growth. Mexico City is
growing at a rate of 1,000 people per day and is
projected to reach 26 million people by the turn
of the century. Sédo Paulo, Calcutta and Bom-
bay will each soon exceed 16 million people.

By the turn of the century, there will be
more than 450 ‘one million plus' cities in devel-
oping countries. Under creative, effective man-
agement, they could become critical links in the

"In twenty
years,
nearly 80%
of the popu-
lations of
Latin
American
and
Caribbean
countries
will live in
urban
areas."



"Cities are
most often
part of the
solution, a
sign of
economic
advance-
ment and a
powerful
stimulus to
further
growth."

economic systems of their countries and centers
of considerable economic growth.

Along with increasing urbanization, pover-
ty is becoming increasingly concentrated in cit-
ies. Today, over 40% of city dwellers live in
slums and squatter settlements.

Urbanization, therefore, is not an option to
be addressed in the future. It is an issue that is
shaping the very pattern of national ecunomic
growth, the settlement of vast populations, and
the social and political stability of many coun-
tries in the developing world. The develop-
ment community is only now beginning to ac-
knowledge the profound influence that
urbanization is having on economic and social
development in the developing countries. More
often than not, cities are part of the solution, a
sign of economic advances and a powerful stimu-
lus to further growth. Cities provide markets
for surplus agricultural goods and inputs for in-
creased agricultural production. Only in cities
can we achieve economic specialization and di-
versification into manufacturing and commerce.
They are the forces that fuel economic growth.
Although we sometimes focus on the problems
of cities, they are actually centers of
opportunity.

THE RESPONSE OF THE INFORMAL
SECTOR
How nations respond to those opportunities de-
pends on their image of the city. Too often, a
reaction to the apparent disorder of a city is to
impose controls, hoping that they will produce
an ideal city. Slums offend people's senses, so
laws are written against them. Street vendors
crowd the streets, so they are licensed and
taxed. Small homes with only basic services
appear unattractive and unhealthy, so regula-
tions require minimum sizes and service stan-
dards that the vast majority of the people can-
not afford. This results in a web of rules and
regulations that force the vitality of the city
underground. In the shelter sector, this under-
ground is manifested in the slums and sponta-
neous settlements. These settlements, which
we call the informal sector, house nearly half
the urban population.

In many cases, the informal settlements im-
prove dramatically over time. As families

10

come to believe that they will not be evicted,
even in the absence of clear legal title, they
improve their properties. In other cases, these
settlements never reach what many people
would consider to be acceptable standards:
growth is haphazard; infrastructure is inade-
quate; land titling problems seem insolvable.

Nevertheless, in the past 30 years, this
process has produced the vast majority of all
the low-income housing in developing coun-
tries. The informal sector has likely produced
more than 90% of this shelter. This informal
process has worked, while well-organized
public-sector programs have tended to not
work. Unfortunately, governments have often
resisted the informal process with its shacks
and shanties being seen as an affront to a mod-
ernizing nation.

Today, however, there is wide agreement
that this informal process is essential to the
growth of cities. Governments are searching
for a way to invest available resources in a
way that would best support this informal pro-
cess. In the development community, we are
searching for the answer to this question: How
can we best understand the phenomena that we
have observed and contribute as effectively as
possible to the process?

A.LD. SHELTER POLICY
Since the 1970s, we have pursued a basic needs
strategy, intended to better meet the shelter
needs of all, including the poor. This includes
sites and services, slum upgrading and core
housing projects. These programs have provid-
ed minimal services to a much larger popula-
tion than could be served by more costly, tradi-
tional projects.

But in most countries, this strategy was in-
complete. More projects were built at lower



cost, but the system was frequently excessively
dependent on government. The experience in
many developing countries, however, argues
strongly that a realistic strategy must be based
on the premise that the appropriate govern-
ment role is to focus first on those shelter prob-
lems that individuals cannot solve for them-
selves. This includes the availability of land
with secure tenure, the provision of infrastruc-
ture and the availability of credit. It is also
essential that the government play a
facilitative role—one that enables the differ-
ent elements of society to participate fully in
the process. Perhaps the most important com-
ponent of this facilitative function is the
regulatory climate. Government's rules and ac-
tions should encourage efficient production.
These principles are widely, although not uni-
versally, accepted today.

A related emphasis of our policy agenda is
decentralization, a process sometimes driven
by finance issues. Central governments find
themselves no longer able to provide urban ser-
vices throughout the country. More fundamen-
tally, however, central governments frequently
are too removed from the local situation to ef-
fectively design and manage many programs.
Local decisionmaking is best responsive to local
needs. Decentralization is not merely a means
of cost effectiveness; it is a fundamental pre-
cept of democracy. It is also clear that the eco-
nomic pressures of the 1980s and those foreseen
for the 1990s will require an increasingly effi-
cient use of available resources. For most coun-
tries, this increased efficiency will require a
reexamination of the division of labor between
the public sector and the private sector.

If the private shelter market is to work for
low-income families, it will require new strat-
egies for both the government and the private

sector. The government should create a climate
that permits the other players to function, re-
ducing development and construction standards
to levels that are affordable for low-income
families.

Second, the government should facilitate
land ownership. Land titling and registry sys-
tems need to be simplified and organized so
that low-income families have security of ten-
ure. That will encourage them to invest in
their homes, enable them to borrow against
their investment and allow them to sell their
property if they desire to relocate.

Third, the government needs to increase the
efficiency of the credit system. Regulations
that place unrealistic ceilings on mortgage in-
terest and on savings deposit earnings can im-
pede the accumulation of capital and ration
the limited supply. Ironically, they drive
low-income families to the informal market,
where they pay much higher interest rates
than they would in a less regulated formal sys-
tem.

Lenders need to reevaluate their assump-
tions about loans for low-income families.
Low-income families are not unusual credit
risks—not if they hold a secure title to their
land and borrow within their ability to repay.
Mechanisms are available to structure mort-
gages and servicing procedures so that small
loans are profitable. This has been demon-
strated in a number of programs in which pri-
vate intermediaries have provided loans to
low-income homeowners in developing coun-
tries.

1

"In the last
30 years,
this
[informal]
process has
produced
the vast
majority of
all the
low-income
housing in
developing
countries.”



"A realistic
strategy
must be
based on the
premise that
the
appropriate
government
roleis to
focus first on
those shelter
problems
that
individuals
cannot solve

for

themselves."

NEW STRATEGIES FOR DONOR
ASSISTANCE

Although we have long been concerned with
policy and institutional development, our cur-
rent strategy is to place those goals at the
heart of our capital assistance agreements
through a Sector Lending Approach. This ap-
proach is based on the premise that significant
increases in affordable shelter can be realized
only if the entire delivery system is made more
efficient. We will work with countries to iden-
tify the systemic impediments to enhanced
production and to assist in alleviating them.

A sector lending program begins with an
analysis of the shelter delivery system. The
analysis focuses on land availability, infra-
structure provision and the availability of
credit and finance. This analysis, furthermore,
identifies the major impediments to increasing
production so that the country can set priorities
for addressing them. Finally, we agree on a
series of appropriate actions to review poli-
cies, improve the regulatory framework or
strengthen institutions and institutional ar-
rangements. These agreements provide the ba-
sis for disbursing capital assistance. Prior to
subsequent disbursements, we review with the
government the degree to which these sectoral
changes have been accomplished and the ex-
tent to which adjustments in the priorities and
strategy are required. We also consider the
tangible evidence that these changes have re-
sulted in increased production of affordable
shelter. At a minimum, the amount loaned
must be converted to shelter and urban services
for low-income people.

Sector lending will take many forms as our
thinking and experience evolve, and as we
work with countries to develop the most ap-
propriate assistance strategies. We believe
that this approach will help our client coun-
tries identify and directly address the root
causes of their shelter problems.

The General Assembly of the United Na-
tions designated 1987 as the International Year
of Shelter for the Homeless. Considerable
world attention was focused on the need for
shelter and on the rapid urbanization of the
developing countries. A resulting document,
The Global Shelter Strategy to the Year 2000,
is remarkable for its emphasis on private
action:

'Basic Principles: The right to adequate shel-
ter is recognized universally, and all nations,
without exception, have accepted some form of
obligation to meet the shelter needs of their
people. To address this ovligation effectively,
governments must make basic changes to their
existing policies on shelter. The fundamental
one is the adoption of an "enabling" approach,
to mobilize and harness the full potential and
resources of all possible actors in the shelter
production and improvement process. An ‘ena-
bling’ approach implies that people will be
accorded the opportunity to meet their housing
requirements according to their own priorities
and capacities.’

CONCLUSION

The donor community has an important role to
play in supporting the development of effec-
tive policy and providing capital and techni-
cal assistance. The donors have concluded that
the real focus of their activities must be on pol-
icies and institutions.

The Office of Housing and Urban Programs
has adapted its lending and technical support
to the shelter and urbanization challenges of
the coming decades. Through collaboration be-
tween donor agencies and the developing na-
tions, with appropriate balance of roles be-
tween the public and private sectors, the cities
of tomorrow should be able to turn the chal-
lenge into opportunity.



Regional Reports

Responding Through the Years

Year Regional
Presence Current
Region Estahlished Location

Central America 1969 Tegucigalpa, Honduras
South America 1971 Quito, Ecuador

West Africa 1972 Abidjan, Céte d'Ivoire
East Africa 1972 Nairobi, Kenya

Asia 1976 Bangkok, Thailand
Near East and Northern Africa 1978 Tunis, Tunisia
Caribbean 1978 Kingston, Jamaica

he seven Regional Reports that follow

present reflections on yesterday's efforts

in each region with i- view to how they

have led to today's approach to buigeon-

ing development problems. These pro-
gram close-ups provide the prologue to solving
tomorrow's urban problems. These Regional
Reports highlight the increasing reliance on
sectoral lending.

Today, the Office of Housing and Urban
Programs is decentralized through seven Re-
gional Housing and Urban Development Offic-
es. An Assistant Director heads each Regional
Office and is responsible for program develop-

ment and operations in that region. The
RHUDOs are staffed by foreign service
professionals, contract staff and local support
personnel. Some of the regions also have hous-
ing advisors stationed in U.S.A.ID. Missions in
various ceuntries.

These offices were opened over time, and as
the demand for services expanded, regions were
subdivided to increase responsiveness. Latin
America was ultimately divided into three re-
gions, including South America, Central Amer-
ica and the Caribbean. Likewise, Africa was
divided into two regions, West and Central Af-
rica and East and Southern Africa.
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Above. Current
photo of
apartments
constructed in
Abidjan
(Williamsville)
under HG-002.

he housing and urban development pro-

jects of the Regional Housing and Urban

Development Office for West Africa

mirror the socio-economic and political

transformations that have taken place
in the region during the last two decades. They
also attest to the Office's commitment to devel-
oping programs that are attuned to the reali-
ties of yesterday, today and tomorrow.

Twenty years ago, the mood in West and
Central Africa was one of buoyant optimism.
Political independence had just been attained,
and the leaders of the newly created countries
envisioned rapid modernization fueled by high
prices obtained for their raw materials.

At that time, in most countries, the State
was the driving force behind all activity. The
nascent private sector was judged incapable of
playing a major role in national development,
and local government lacked the experience and
means to interact meaningfully with the cen-
tral government. State corporations performed
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most development functions, including the pro-
duction of shelter.

In the post-independence era, the RHUDO
worked hand in hand with the State. Projects,
which mainly provided quality housing, were
conceived and implemented in collaboration
with central government institutions, and were
often located in primary cities. They generally
reflected the high aspirations of these fled-
gling nations.

The RHUDO's first Housing Guaranty loan
in Cote d'Ivoire is a classic example of early
housing projects. Authorized in 1967, HG-001
was a $3 million loan to build 390 units in
Fairmont, a neighborhood located at the edge
of Adjamé, a populous low-income area in
Abidjan. For the most part, these units were
bought by middle-income individuals, such as
civil servants, middle-level professionals and
successful traders. The purchasers of these
houses exhibited a strong sense of community.
They created neighborhood associations and
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invested significantly in their property, add-
ing rooms, terraces, small gardens and decora-
tive exterior walls. Fairmont today, with its
tree-lined streets, is one of the more appealing
residential enclaves within Abidjan.

Conditions that emerged in the mid-1970s
forced a reconsideration of the assumptions of
the affluent 60s. Urban populations expanding
at an unprecedented rate created huge shanty
towns circling the modern core cities. Falling
commodity prices, political instability and in-
efficient management of State corporations fur-
ther served to exacerbate the situation. The
State's ability to supply essential services to
its urban population was dwarfed by the mag-
nitude of the task. Early optimism gave way
to disillusionment and pessimism.

In the mid-seventies, the RHUDO worked
towards convincing governments to rethink
their housing and urban development policies
and strategies. It sought to persuade them to
rank their objectives by priority and to under-
take programs that relieved the plight of the
urban poor.

To better satisfy the needs of low-income
target populations, the RHUDO began financ-
ing a wider array of methods to improve urban
shelter conditions. It undertook a number of
new project activities and began working in
close collaboration with other donor organiza-
tions. Among the new RHUDO-financed activ-
ities were the upgrading of low-income neigh-
borhoods, the construction of community
facilities and the production of low-cost ser-
viced sites as opposed to complete housing
units. Technical assistance also increased sig-
nificantly.

Typical of this transitional phase was HG-
003, a $122.3 million program financed jointly
by A.LLD. and The World Bank, which was au-
thorized in 1977. This program became the
first urban development project for the city of
Abidjan, upgrading neighborhoods, construct-
ing housing units, developing serviced sites and
building community facilities, in eight loca-
tions in the city.
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Above. Abidjan
neighborhood
(Adjame) prior to
upgrading work
under HG-003.

Center. Cité
Fairmont today
(HG-001),
showing the
result of
improvements
over the years by
the homeowners,
including the
addition of
terraces, walls,
iron gates,
awnings, shrubs
and trees.



Above.
Distribution of
diplomas by an

official from the
Ministry of
Interior at a
Training of
Trainers Seminar
nrganized by the
RHUDO Training
Program.

West Africa

Contemporary RHUDO Housing Guaranty pro-
jects, most of which are located in Céote
d'lvoire, reflect today's concerns while herald-
ing tomorrow's goals. Activities begun during
the transitional mid-seventies have been re-
tained "~1d new ones added to meet the strin-
gent demands of the foreseeable future,

In addition to providing shelter, the
RHUDO now advocates integrated develop-
ment through decentralization, and most activ-
ities are geared towards supporting governmen-
tal initiatives in this area. The means
employed to attain these goals are more di-
verse than in the past. They include the fol-
lowing:

* training;

¢ community participation;

* the creation of special funds for municipa’
and private sector development;
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* a change in program orientation from
specific projects to broader sectoral
considerations.

The most visible sign of the RHUDO's
present efforts continues to be tne construction
of key infrastructure and the upgrading of luw-
income neighborhoods. These activities, how-
ever, are now focused on secondary cities,
where they serve to reinforce decentralization
by strengthening the role of these cities as
nodes of development.

Training is a less visible but equally impor-
tant way in which the RHUDQO is furthering
decentralization. Within the region, the two-
year-old RHUDO Training Office has orga-
nized training events for local and central-
level officials. The goal is to improve the
quality of municipal management, above all,
the management of financial and technical



services, and to expand municipal capacity to
develop and implement local level develop-
ment projects which incorporate cost recovery
measures. Within Coéte d'Ivoire, municipali-
ties that successfully demonstrate a mastery of
these concepts, either by instituting reforms or
new management systems, reap tangible re-
wards in the form of access to project financing
under the newly authorized HG-004A.

The Training Office has organized a series
of regional conferences on decentralization and
related issues. Conference participants have
been high-level decision makers from the pub-
lic and private sector. They examine existing
problems and propose viable solutions. These
conferences result in action plans tailored to fit
each country’s specific needs.

The RHUDO has also sought to help host
countries promote municipal development
through increasing the level of community par-
ticipaticn in all phases of its project activities.
In Céte d'Ivoire, committees have been created
within low-income neighborhoods to work
with municipal authorities on community de-
velopment projects. The objectives of the com-
munity participation program and the training
program are mutually reinforcing.

A primary concern of the RHUDO and the
host countries is the institutionalization of
training and community participation efforts.
This is being assured through the development
of training modules and manuals which can be
used by both public and private institutions
throughout the region.
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Decentralization is also being supported by
promoting development on the part of the pri-
vate sector. At the policy level, governments
are encouraged to withdraw from the construc-
tion of housing and the provision of services in
favor of the private sector and to limit their
role to enhancing the environment in which
the private sector functions.

As it plans for tomorrow, the RHUDO is
taking a number of steps towards operating in a
sectoral mode:

Fi~ +, the RHUDO's day-to-day involve-
ment in project activities is decreasing and
greater responsibility is being delegated to the
implementing institutions. Major steps also
have been taken to increase collaboration and
improve coordination between institutions that
impinge on a particular sector.

Second, RHUDO funding is being chann:eled
into programs that are not tied to specific pro-
ject components nor to particular towns, but the
advancement of policies and institutions that
are of principal concern to the RHUDO.

The RHUDO for West Africa knows that
during the next 20 years, its programs will
evolve, its strategies will be altered and its
short-term objectives will change. But these
transformations will all contribute to the
achievement of its constant goal: improving
the living conditions of low-income families as
rapidly and effectively as possible.
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Center.
Participant
making a
presentation at
the Training of
Trainers Seminar.

Above right.
Participants at
Privatization of
Urban Services
Conference,
organized by
RHUDO and
U.S.A.L.D. Togo,
held in Lome,
Togo (June, 1988).
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East African Region

Above.
Workers
preparing
foundations for
Umoja II, also a
low-income
housing
development.
Rooms and private
open spuce are
individually
owned; common
space and
clustered
facilities are
shared.

chieving national housing policy goals

in much of East and Southern Africa has

remained challenging.  In retrospect,

there has been a discernable evolution in

the RHUDO's approach to helping na-
tions achieve their goals of providing every
family with a decent homne that offers the bas-
ic standards. The approach progressed from
providing immediately habitable structures to
providing expandable core units; it evolved
from developing housing programs in primary
cities to constructing community facilities such
as bus parks and markeis in secondary towns.
Finally, it evolved from almost tota' concen-
tration on government institutions providing
low-income housing to the first attempts to
have the formal private sector play a more
substantial role.

In the 1960s, as the mounting need for ade-
quate shelter became a worldwide concern,
A.LD. opened a one-person office in Addis
Ababa, Ethiopia to make plans to deal with
th= problem in East Africa. By the early 1970s
the Regional Housing and Urban Development
Office was established in Nairobi, Kenya.
18

Kenya's first Housing Guaranty project was Ki-
mathi Estate. This project, consisting of 343
four- and five-room units, located four miles
east of the center of Nairobi, was completed in
1977. From the start, its tenant-purchase plan
enjoyed great popularity, providing new hous-
ing and a sound investment. For the Nairobi
City Council, the project provided a welcome
addition to the housing stock as well as practi-
cal and legal procedures that would be useful
in the future.

The success of Kimathi Estate prompted the
RHUDO's first venture into low-income hous-
ing. Umoja I, financed by a $10 million Hous-
ing Guaranty loan, provided 3,000 expandable
housing units and was immensely popular.
Near the completion of this project, plans were
underway for Umoja II. Also a low-income
housing project, Umoja II was designed to have
complete cost recovery and generate a small
profit to develop other seif-financing, low-cost
plans. It is designed according tc a high-
density courtyard concept, which groups five or
six units around a common open space.



Each unit has private open space and ini-
tially contains one room, which can be expand-
ed to two. Water and sanitation facilities are
clustered to serve several units.

To adapt to the architectural design, a
unique land tenure system has been developed,
based on the condominium concept. Rooms and
private open space are individually owned, but
ownership of the common space and clustered
facilities is shared.

In the late 1970s, the RHUDO increased its
activities in the region by conducting Shelter
Sector Assessments in Sudan, Malawi, Mauriti-
us and Swaziland. Technical support encour-
aged these countries to formulate sustainable
housing policies.

The first sites and services project using
Housing Guaranty resources was in Botswana.
The project included important technical assis-
tance from the Cooperative Housing Founda-
tion to develop a Self Help Housing Agency,
which provided building materials loans and
community development support. Botswana
also received assistance in developing a com-
prehensive national housing poiicy.

The RHUDO's next programmatic thrust-
was the Small Towns Shelter and Community
Development Project in Kenya. In 1979, A.L.D.,
the World Bank and the British Overseas De-
velopment Administration were approached
by the Government of Kenya with a request to
fund projects in secondary cities and small
towns. After lengthy dialogue with partici-
pating donors and Government officials, an im-
plementation agreement was signed in 1983 and
the first construction contracts awarded in June
1985. The project earmarked a total of 29 towns
as participants.

The Small Towns Project represents a pio-
neering effort by RHUDO in using Housing
Guaranty funds to move toward broadly-based
urban development. Though encountering some
delays, the project has been instrumental in
creating jobs, strengthening local economies and
improving institutional capacity. There has
been region-wide demand for the training and
technical materials resulting from the project,
which have greatly expanded overall devel-

opment capacity. The Small Towns Project has
called attention to the need for Kenya and its
neighboring countries to focus on the interde-
pendence of their rural, urban and regional
economies.

As part of the RHUDO's evolving program
Housing Guaranty financing has been ear-
marked for a project designed to induce private
developers to construct housing affordable to
families with incomes below the median. The
project envisions long term mortgages and loans
from private housing finance institutions,
which would be engaging in such lending on a
substantial basis for the first time. While en-

countering initial delays, the pieces are now in
place for the project to move ahead.

Today, the RHUDO is working with nine
East African countries to address housing and
urban problems. Each country has different
needs and priorities. The RHUDO has re-
sponded to the diversity of needs by working
closely with each individual government and
U.S.A.LD. Mission. Underlying this current
effort is the concept that the role of private
enterprise should be increased by working with
individuals, formal and informal private de-
velopers and financial institutions.

To accomplish this goal, the RHUDO is
working with counterpart ministries to modify
existing housing and planning policies. It is en-
couraging governments to stimulate private in-
itiative by establishing realistic planning and
building standards, by providing serviced land
at a reasonable cost and by focusing un the
problems of land tenure. At the same time, the
RHUDO is working to increase the capacity of
the local governments to raise revenues, to plan
and manage urban services, and facilitate pri-
vate development.
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Above.
RHUDO's first
venture into low-
income housing,
Umoja I, was
extremely
popular and
provided 3,000
expandable
housing units.
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Above.
Karatina
Market, Kenya.

East Africa

The RHUDO's goal is to help prepare the re-
gion's nations for the demanding urban devel-
opment needs of the coming decade. To do so,
collaborating with A.LLD.'s Africa Bureau, the
RHUDO will take a much broader view of
those needs than it has taken in the past and
consider the linkages that exist between urban
and rural areas. This view was expressed in
the highly successful Eleventh Conference on
Housing and Urban Development, Agricultural
Growth and Market Town Development, held
in Malawi in May 1988. This conference was
sponsored jointly by the RHUDO, the Africa
Bureau, and the Government of Malawi.

One of the region's most pressing problems is
that urban areas are growing at an alarming
rate. Estimates for the region's various major
cities range from 6% to nearly 10% growth per
year. Overall, cconomies are growing more
slowly than populations are, and employment
generation is a major problem. As the agricul-
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tural sector is unable to provide adequate eco-
nomic opportunities for the steadily increasing
population, towns and secondary cities, partic-
ularly those with close economic ties to the ru-
ral areas, will become increasingly important.
They will have to provide the additional em-
ployment opportunities needed to sustain eco-
nomic growth.

Experience in both agricultural develop-
ment and urban development points over-
whelmingly to the linkage of the two, if ei-
ther type or development is to occur.
Subsistence agriculture without the incentives
and stimulus of markets will remain subsis-
tence agriculture, with obvious negative conse-
quences on employment and income. Primary
cities will continue to fill themselves with un-
employed squatters, and the many small mar-
ket towns that could contribiite much more to
sustained development, will never meet their
potential.



To meet the challenge of urbanization the
RHUDO approach will be broader than it has
been in the past, more oriented to programs
than to projects, and will emphasize market
town development. The strategy will include
encouraging government to stimulate private
initiatives and job generation. It also will in-
clude helping urban areas to address their
growth problems, needs and opportunities by
emphasizing their role as markets and their
linkages to their agricultural hinterland.
While the largest portion of resources will be
targeted on physical infrastructure, a major
emphasis will be on building up institutional
capacity—building for the future in both cen-
tral and local governments.

The best example of the RHUDO's new
thrust is in Kenya, although the possibilities
of similar efforts are being explored in several
other countries in the region, including Bot-
swana and Uganda.

In Kenya, the RHUDO is working closely
with the U.S.A.LD. Mission, the Ministry of
Local Government and Physical Planning and
other ministries to develop the Kenya Market
Development Program. This program will be
funded initially by $55 million of Develop-
ment Fund for Africa and PL 480 resources. Up
to a further $30 million may be funded
through the Housing Guaranty Program, when
borrowing and investment needs are verified.

AT ab s WU I COUNT ’
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This program has several interrelated parts:

(1) to increase agricultural production and
incomes by improving the efficiency of agricul-
tural marketing and information systems;

(2) to make urban areas more efficient and
more attractive to private investment by tar-
geting investment on feeder roads and infra-
structure for market towns;

(3) to encourage decentralization and the
reform and improvement of local government
revenue systems and management.

Similar to the new, integrated approach
taken by the RHUDO and the Africa Bureau,
other major international donors have also be-
gun to take a new approach. The RHUDO's ef-
forts will continue to be closely coordinated
with these other donors, such as U.N. HABI-
TAT and The World Bank. Through these
combined efforts, the direction of development
can be affected and the region’s urban needs of
the coming decade can be met.
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Center. Speakers
and participants
at the Eleventh
Conference on
Housing and
Urban
Development,
Agricultural
Growth and
Markei Town
Development,
held in Malawi
(May, 1988).

Above. As
populations grow,
local governments
struggle to
provide needed
education
services.
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Above. Inside
courtyard of
improved home
in Mellassine
Upgrading Project
(HG-003B).

Near East and North African Region

he Mellassine project exemplifies recent

trends in development approaches in

the Near East and North Africa. The

Regional Office of Housing and Urban

Development for the Near East and
North Africa initiated this project in 1978. It
was the first upgrading project in the squatter
settlement of Mellassine, in the Tunisian capi-
tal, Tunis. The success of this upgrading pro-
ject, supported by a $5 million Housing Guaran-
ty loan, encouraged the Government of Tunisia
to shift its policy from counter-productive slum
clearance to the physical and socioeconomic
transformation of existing low-income neigh-
borhoods.

2

This Mellassine project was the model for
the first World Bank urban upgrading project
which involved upgrading slum areas both in
Tunis and Sfax, Tunisia's second largest city.
Together, these initiatives led to the creation,
in 1983, of the National Urban Renewal and
Upgrading Agency, which was charged with
designing and implementing upgrading pro-
grams on a national scale.

When the project began, inhabitants of
Mellassine had no running water; roads were
not paved and garbage stagnated in streets,
which were dark and unsafe at night. The
rains flooded many dwellings. Today, an esti-
mated 45,000 people in Mellassine have bene-
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fited from urban infrastructure brought into the
neighborhood. Over 1,200 families obtained
loans to purchase core housing, serviced lots or
building materials to improve their homes.
Complementing the HG loan, a $609,000 grant,
under the worldwide Integrated Improvement
Program for the Urban Poor, provided the
neighborhood with a community center, a mar-
ket and a health care center, as well as social
programs, including a women's vocational
training program and a small-business credit
program.

The Municipality of Tunis played the cen-
tral role in planning and carrying out the pro-
ject. Both the Housing Finance Fund and the
National Housing Authority provided impor-
tant support. The Housing Finance Fund pro-
vided financing to the municipality for commu-
nity infrastructure and to individual low
income families, for shelter. The Housing Au-
thority built the core housing.

Effective cost recovery remains an impor-
tant goal, in order for the municipal govern-
ment to give continuing support to its low-
income population. An important lesson
learne 1 from this project is that the necessary
cost recovery procedures must be fully integrat-
+d into project design from the outset.

The success of the Mellassine project permit-
ted the Government of Tunisia to take a major
step forward in solving the urban problems of
the country's low-income population. The gov-
ernment found that it was supported by the
neighborhood residents, who demonstrated a
tenacious ability to work on the construction or
improvement of their own homes. Today, the
project includes core houses that have been ex-
panded as well as shelter upgrading undertak-
en as the result of a home improvement loan.

These efforts demonstrate that with the right
assistance, the personal initiative of individu-
als constitutes the basic momentum for urban
change and improvement.

Top center.
Architect reviews
U.S.A.LD. project
in Tetuoan.

Bottom center.
Beneficiary
receiving technical
assistance from
AFH technician

in Sanitation
Upgrading and
Sites and

Services Project in
Tunisia (HG- 004B).

Above.
improvements
seen in first
Housing

Guaranty Project
in Tetuoan (Dersa)



Above and far
right.

Typical private
developer built
apartments with
units eligible for
mortgages under
the Housing
Guaranty
Program in
Jordan. Cost of
units is between
7000 JD and
13000 JD.

Near East and
North Africa

Inadequate supply of serviced land for low-
income families, unrealistic construction stan-
dards and overcentralized delivery systems
must be addressed so that the countries of the

Near East and North Africa can meet their ur-

ban needs in the coming decade. Today's ap-

proach to shelter and urban development with-
in the region rests on three major goals:

* increasing private sector participation in
the provision of shelter for low-income
families;

* increasing institutional capacity to assist in
meeting the shelter needs of low-income
groups;

e promoting rational and integrated systems
for managing urban growth.

The RHUDO has assisted the host countries
in designing and developing Housing Guaranty
programs that universally impact on the re-
gion's urban problems.

TUNISIA. An existing $15 million Housing
Guaranty program is pursuing a sectoral ap-
proach designed to help restructure public and
private sector roles. The public sector will fa-
cilitate access to land, infrastructure and hous-
ing finance, leaving the private sector to pro-
vide site and housing development in the low-
income shelter market.

This sectoral approach will transform the
National Housing Finance Fund from a public
sector institution producing and mortgaging
housing units into a full-service housing finance
bank helping prospective homeowners and pri-
vate sector developers acquire land and build
housing. The National l.and Agency will un-
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dergo major organizational reforms. It plans to
movce away from site development and indi-
vidual plot sales towards land assembly for
sale to the private sector.

The Housing Guaranty program includes a
pilot project, incorporating public sector land
assembly and private sector site and housing
development. The RHUDO is also working
closely with the National Land Agency, Hous-
ing Development Fund and National Sewerage
Authority through a $48 million Housing
Guaranty program supporting sanita’ion up-
grading and sites and services projects.

MOROCCO. The $25 million Tetouan Urban
Upgrading Program and a related Mission
grant address institutional development at the
local level and coordination among the nation-
al, regional and municipal agencies involved
in urban development. Besides providing fund-
ing for upgrading activities, the program stim-
ulates cooperation between the municipality
and private developers in providing land and
infrastructure to low-income families. Al-
though the Tetouan Program had been de-
signed for a specific neighborhood, it has gen-
erated debate at the national level on key
policy issues.

The RHUDO and Mission-grant funding
also financed a feasibility study for the crea-
tion of a municipal development bank which
will finance trunk line infrastructure for urban
land and other new municipal projects and al-
low for joint financing with specialized shelter
agencies.



In 1985, the U.S.A.L.D. Mission in Morocco
recommended the establishment of the
National Upgrading Agency (ANHI). Today
the largest land developer for the poor in Mo-
rocco, ANHI sells serviced land to private de-
velopers and below-median income families.
The RHUDO assists this agency to give its be-
neficiaries access to long-term shelter credit
and to support decentralization through col-

laboration with local governments in land de-
velopment and upgrading.

JORDAN. The $35 million Housing Guaranty
program in Jordan currently provides financing
to the Jordan Housing Bank to stimulate the
production of low-income shelter by private
developers and to support mortgage financing
for low-income families. Based on the success
of this program, a $50 million multiyear sec-
toral Housing Guaranty Program was approved
in 1988. Its goal is to support implementation
of the National Shelter Strategy, which will
guide more private sector investment to the
production of low-cost housing.

The new program speaks to the problem of
the inadequate supply of land for low-income
households by encouraging downzoning and the
sale of smaller-sized plots. A related objective
is to expand the Jordan Housing Bank's lending
terms so that developers and individuals can
obtain loans for land acquisition for low income
shelter, as well as for its construction.

PORTUGAL. The $75 million Housing Guaran-
ty program in Portugal, approved in 1984, illus-
trates sectoral policy oriented lending. The
Mission and the RHUDO have collaborated
with the Government of Portugal to develop
cost ceiling and affordability criteria, that

would qualify a housing unit for Housing Guar-
anty financing. The RHUDO has worked with
the National Housing Fund (INH) to channel
available financing to housing and urban de-
velopment. The Fund has succeeded in increas-
ing housing production by assisting local devel-
opers and cooperatives. U.S.A.LLD. and the
RHUDO are working with INH to define a
strategy for the Fund to meet current and future

Efforts to facili-
tate mortgage and title processing are now be-
ing undertaken. Technical assistance has been
initiated to assess market supply and demand
in order to identify constraints on the private
developer.

national construction needs.

OTHER REGIONAL ACTIVITIES. The RHU-
DO's Regional Housing Finance Institutional
Advisor has helped both Tunisia and Morocco
establish new sectoral agendas. He has guided
financial, land development and municipal in-
stitutions to prepare for their changing roles in
meeting their nation's housing and urban needs.
A second Regional Advisor provided recom-
mendations to U.S.A.LD. Egypt on a series of
housing finance issues in that country.

A regional training advisor was hired to
develop a program of activities. A regional
Urban Land Workshop, held in Portugal, as-
sembled high-level public officials and repre-
sentatives of the private sector as well as in-
ternational and U.S. experts to discuss the
critical issue of making land available to
house the urban poor. Other regional activi-
ties have included seminars and a series of
publications prepared especially for the
region.

Left center,
Antonio Pinto,
Director of Plans
and Studies for
the Ministry of
Planning and
Territorial
Administration

(Portugal)
speaking at
Regional Urban
Land Workshop,
which assembled
high-level public
officials and
private sector
representatives.

Right center.
u.s.A.LD.
Director Charles
Johnson with
Project Designer
Kharchafi.
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Above.
Offices of the
Housing
Development
Finance
Corporation
Limited.

sia has an increasing need for afforda-

ble shelter and services for the urban

poor. Thus, the RHUDO supports the

development of housing and municipal

finance systems and promotes appro-
priate policy changes that reinforce and sus-
tain those systems. A.LD.'s program with the
Housing Development Finance Corporation is
an excellent example of what can be accom-
plished as a result of a partnership with a pri-
vate housing finance institution.

THE HOUSING DEVELOPMENT FINANCE
CORPORATION

Housing Guaranty support for the Housing De-
velopment Finance Corporation, Ltd. (HDFC)
of India began in 1981. It is a financially suc-
cessful institution, which has responded to in-
creased demand for shelter and urban services
by developing innovative programs. HDFC's
original range of services is now expanding to
include home improvement loans, infrastruc-
ture financing in low income communities and
encouragement of private investment in urban
services.

%

Registered in 1977, HDFC was India's first pri-
vate housing finance institution. Beginning
with a $30 million loan in 1981, the RHUDO
has supported HDFC's own evolving agenda.
The objectives of the first Guaranty program
(1981-1984) were straightforward:
* construction of 6,000 housing units, at a cost of
$20 million, serving households below the me-
dian income;
* increased institutional capacity in HDFC,
through training and technical assistance, to
raise the level of lending and to attract and
absorb higher levels of borrowing and deposits.
There also were medium- and long-term ob-
jectives:
* expansion of HDFC's operations in terms of
geographic coverage, income levels reached,
type of shelter financed and the variety and
source of debt obligations obtained;
e promotion of a functioring, country-wide
housing finance system.
The goal of A.LD.'s first Housing Guaranty
Program with HDFC was to develop its insti-
tutional capacity. HDFC expanded its branch
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network and supported the beginnings of a mul-
tilender housing finance system.

In 1984, A.LD. approved a second multi-yecar
Housing Guaranty program of $60 million. An
evaluation of the first program concluded that
HDEFC's success in leveraging local resources
and influencing regulatory change made it the
most appropriate vehicle to promote the new
program’s goal of a national housing finance
system,

The program included support to develop «
national housing finance system by both ex-
panding and deepening existing structures. Ex-
pansion requires both the continued widening of
the branch system to underserved areas and the
creation of additional private lending institu-
tions. Deepening of the system involves the
development of ancillary components, such as
new deposit and credit instruments, insurance
facilities and a secondary mortgage market—
all components of a fully developed market-
oriented housing finance system.

A $60 million loan increased the level of re-
sources available to HDFC, thereby facilitat-
ing expansion of the branch network. The tech-
nical assistance component of the program,
comprised of $120,000 in grant funds, was made
available specifically for studies and training
related to the development of a housing fi-
nance system.

This technical assistance is ongoing—most
recently to help HDIC complete plans for a
training and research institute it is establish-
ing. This institution will not only provide in-
house staff training and research capabilities
but will also provide other emerging housing
finance institutions in the region with a valua-
ble developmental resource. HDFC has al-
ready provided expert advice to many institu-
tions, at the request of A.LLD. and other
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development agencies such as The World Bank
and the United Nations. Thus, the Housing
Guaranty program with HDFC has had an im-
portant developmental impact on the shelter
problems not only of India, but of other Asian
countries as well.

This past year, through HDFC, the Housing
Guaranty program has continued to support the
development of a housing finance system in In-
dia. Indeed, its pioneering work has been in-
strumental in laying the groundwork for the in-
creasingly numerous private and public/
private housing finance institutions that a new
$50 million program will support.

HDFC has been responsible for promoting
significant changes in housing finance policy
and for supporting new housing finance institu-
tions in India. Since HDFC's success has creat-
ed a positive environment for housing finance,
A.LD. can be satisfied with its seven-year in-
vestment.

Above.
Throughout Asia
RHUDO supports
greater emphasis
on community
self-help projects
as a critical
means of
improving
shelter
conditions.
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Rehabilitation
Housing program
for lower income
families,
sponsored by the
Kerala State
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(Trivandrum),
India.
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The Regional Housing and Urban Development
Office for Asia, located in Bangkok, Thailand,
administers A.LD.'s shelter and urban pro-
grams in a large and diverse region that ex-
tends from Pakistan in the west to Indonesia
and the Pacifi. Island nations in the east. This
region is comprised of over 1.5 billion people
with widely varied cultures, religions, lan-
guages and histories. The economies of the
countries also differ in their level of develop-
ment, nature and degree of exports and rate of
growth.

This year marks not only 25 years of A.LD.'s
work in housing and urban development, but
also the initiation of new approaches in Asia.
These have a consistent focus on a policy-
lending approach based on the belief that
changed policies will expand the supply of
housing infrastructure and financing and will
result in accelerated development.

B
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The RHUDO assists host-country officials
to analyze the effects of current policies on the
shelter sector; determine how those policies
can be changed to remove constraints on the
provision of shelter and urban services; and
identify how best to implement the revised
policies. The RHUDO's programs are based on
the conviction that given the correct policies,
there are sufficient financial, material, and
human resources in Asia to provide shelter and
basic urban services for the region's poor.

The RHUDO encourages the cevelopment
of national policies that recognize and
strengthen the linkage between urbanization,
shelter and economic growth. It also promotes
policies that provide opportunities and incen-
tives for the private sector to participate fully
in urban and shelter development; that
strengthen the capacity of local government to
mobilize resources; and that acknowledge the



potential contribution of the informal sector to
small-scale production and trade, shelter de-
velopment and the delivery of basic urban ser-
vices. A new Indonesian Housing Guaranty
Program demonstrates these policies.

This $100 million, five-year municipal
finance program is based on the belief that ur-
ban infrastructure increasingly will be financed
by domestic investment capital and that mu-
nicipal governments will neced assistance to de-
velop the necessary linkages between the mu-
nicipal finance system and private sector
capital markets.

This program has three objectives:

* increasing the participation of the private
sector in providing and financing urban infra-
structure and services;

* improving the role of central government in
funding urban infrastructure and services af-
fordable to low-income houselolds, through a
system of grants and loans that encourage the
mobilization of local resources;

* strengthening the capacity of the local gov-
ernment finance system to mobilize and manage
resources.

The program operates under a policy agen-
da, mutually determined by the RHUDO and
the Indonesian government, for removing ob-
stacles—institutional, technical or policy-
related—to achieving its objectives.

The Indonesian Housing Guaranty Program
supports both the A.LLD. Mission and the Indo-
nesian government's strategy of decentraliza-
tion. It is keeping with the objectives of gener-
ating revenue and with the priorities of a
municipal finance system as contained in the
National Urban Development Policy.

PROGRAM IMPACT
New Housing Guaranty Program Assistance. In
this past year, the RHUDO's regional program
has continued to affect the shelter and urban
development of several countries in Asia. The
RHUDO has long-term resident advisors in In-
dia, Sri Lanka, Indonesia and Thailand who
work with local officials on shelter and urban
policy issues and on programs related to those
issues.

A new program in India provides $50 mil-
lion over five years and will support the con-

tinued expansion of the market-orient>d houe -
ing finance system. A special Housing
Guaranty, in conjunction with A.LI./Sri Lan-
ka's Reconstruction Assistance Project, provid-
ed $15 million for the reconstruction of war-
damaged housing in the northern and eastern
regions of Sri Lanka; support for the country's
ongoing Million Houses Program is continuing
with a new $10 million Housing Guaranty bor-
rowing. The Indonesians will use Mission-
financed technical assistance and the $100
million in Housing Guaranty resources de-
scribed above to support the effort to build a
stronger system of local finance. In addition,
innovative work, focusing on housing finance,
has begurt in Pakistan.

Technical Assistance and Training. The
RHUDO supports a variety of technical assis-
tance and training activities to advance both
its continuing and new shelter and urban pro-
grams. This assistance has included providing
experts to advise professionals in the region on
policy issues and technical implementation
and to conduct research on specific topics relat-
ed to shelter, urban development and finance.
The RHUDO developed a regional training
strategy, and a regional training advisor
joined the RHUDO staff to coordinate activi-
ties and implement the strategy. This past
year's most significant training event was a
policy seminar, which brought together ex-
perts from the public and private sectors in
Asia. They identified and discussed key issues
and the policy changes that would be required
to promote the provision of low-cost shelter
and urban services.

Above .
Infrastructure
needs in Asian
cities are a key
component in
supporting
economic growth.
RHUDO for Asia
is focusing
increasing
resources in this
critical area.
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Black Ants Lane
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rograms in Jamaica typify the evolu-

tion of A.LLD.'s activities in housing

and urban development in the Caribb-
ean over the past 25 years.

A.LD.'s shelter programs in Jamaica
have had a rich and long history. In the
1960s, the Government of Jamaica, with
A.LD. support, initiated numerous projects
to assist low-income families. One, the first
of its kind, was a self-help project in Central
Village, St. Catherine, where cane cutters,
with the aide of technicians, built two-
bedroom units. RHUDO also funded other
projects in Elletson Flats, Kingston and En-
som City, St. Catheritic. Government policy
was to provide complete houses to persons
with incomes helow the median.

The early 1970s witnessed an attempt to
establish a secondary mortgage market,
through creation of the Jamaica Mortgage
Bank. Housing Guaranty funds financed
the constructicn of two-bedreom units in
Westport, St. Catherine. In the later 1970s,
the focus shifted to upgrading slums, with the
focus on a lower income population.

In 1981, activities continued to stress up-
graded infrastructure in existing low in-
come communities and transfer title
through sale of improved lots to the occu-
pants. There was, however, a new initiative
to construct core houses affordable to low in-
come Jamaicans, which could then be ex-
panded as income increased. One example
of this starter home project, was Darliston in



Westmoreland, This program also sup-
ported the squatter upgrading initiatives in
Black Ants Lane in Kingston. A later pro-
gram continued and expanded both upgrad-
ing and ccre housing.

In the mid-1980s however, as the Jamai-
can economy turned downward and public
shelter resources dwindled, government
planners increasingly realized that their
1981 program was not providing sufficient
affordable housing for the low-income tar-
get group. An analysis of shelter con-
straints and demand was completed and
led to the formulation of a new National
Shelter Strategy in late 1986.

This strategy called for collaboration of
the public and private sectors. The public
sector would concentrate on providing in-
frastructure, improving squatter settle-
ments and legalizing land tenure, while
making it possible for the private sector to
expand its role in constructing and financ-
ing housing for low-income groups. To
support these objectives, A.I.D. authorized a
program which would make use of the Ca-
ribbean Housing Finance Corporation to
provide loans to private banks, building so-
cieties and credit unions, for low-income
borrowers.

This program achieved two of the
RHUDO's long-standing goals:

* to increase private sector participation in
providing and financing shelter of low-
income households;

* to support private financial institutions,
facilitating credit for low-income
borrowers.

To expand and build upon these accom-
plishments, A.I.LD. approved a major $50
million five-year program to support the im-
plementation of the Government of Jamai-

ca's National Shelter Strategy. It is de-
signed to provide technical and capital
assistance to a broad array of public and pri-
vate institutions such as water and electri-
cal providers. It will focus on working with
those utilities to eliminate the obstacles to de-
livery of basic services needed by the poor. It
is the culmination of years of shelter and ur-
ban development work in Jamaica and
should ensure a lasting and self-sustaining
system for comprehensive urban services to
the urban poor.

Above.
Westport,

St. Cutherine,
middle income
housing financed
under HG-007.



Caribbean

A.LD.'s urban activities in the Caribbean are
managed by its Regional Housing and Urban
Development Office, based in Kingston, lamai-
ca. As a result of experience in implementing
programs in Jamaica, Haiti, Barbados and the
Eastern Caribbean, the RHUDO for the Ca-
ribbean now promotes a regional program that
reviews the entire shelter sector. This ap-
proach seeks policy changes that encourage
collaboration of both the formal and informal
private sector with the public sector. The goal
is to have the public secter facilitate shelter
delivery and provide infrastructure services.
The RHUDO's new approach is to determine
what are the sectoral constraints to efficient
delivery of shelter and urban services and then
address those constraints through its Housing
Guaranty programs, technical assistance, and
other regional programs.

REGIONAL NETWORK AND TkAINING
PROGRAM

Spearheading the regional expansion is the
RHUDO's Regional Network and Training Pro-
gram to establish a viable training and infor-
mation network. This program identifies new
projects and orients public and private entities
to RHUDO objectives. Seccnd, the program
identifies training needs and sources of support
for ongoing projects.

As it has expanded its regional reach, the
RHUDO has become increasingly aware of the
informal processes by which the urban poor ac-
quire shelter and urban services—e.g,., illegal-
ly occupying land, constructing shelter from
scrap materials and tapping into public infra-
structure services for water and electricity. To
develop efficient shelter and urban services
programs, the RHUDO designed a research
program to study informal shelter delivery in
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Jamaica, Haiti, Barbados, St. Vincent and Do-
minica. The resulting data form the foupda-
tion for the RHUDO's regional three-year in-
formal sector intervention.

The RHUDO has published several issues
of its quarterly publication, The Forum, and, in
July 1988, the Regional Network and Training
Program sponsored a regional conference in
Barbados for private professionals and govern-
ment officials on Low Income Housing and Ur-
van Development Issues and Strategies.  The
conference discussed what constraints each
country faces in providing shelter and urban
services and how the informal sector responds
to them.

URBAN ECONOMIC DEVELOPMENT
JAMAICA. The Inner Kingston Development
Project provides the model project for the prep-
aration of an urban economic development
strategy. This project addresses two key con-
straints limiting economic recovery and
growth: 1) the shortage of production space
needed to accommodate business expansion and
relieve unemployment; and 2) the economic and
physical deterioration of downtown Kingston.

Two institutions implement the project: the
Kingston Restoration Company, a private pub-
lic interest corporation formed by leading insu-
rance companies, building societies and devel-
opers; and the Urban Development Corpora-
tion, a parastatal experienced in large project
development. The Restoration Company has
completed rehabilitation of two properties
and is developing several coinmercial projects,
12 restoration and 10 community development
projects. Reflows from investments should en-
able the Kingston Restoration Company to be
self-sustaining.
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Similar urban economic development pro-
jects may be possible in other islands. The
Haitian private scctor has expressed interest
in a similar endeavor for downtown Port-au-
Prince.

HAITI. The RHUD! ‘s involvement in Haiti
began as an attempt to address the absence of a
housing finance system. The result was the
creation of the Banque de Credit Immobilier,

the first mortgage finance institution in the

country and the development of a new savings
bank law to establish a complete housing fi-
nance system. Not only has the initial institu-
tion been a success, but after less than two years
of operation, other institutions are taking their
place in the system, thus enhancing the eco-
nomic benefits of housing construction.

In late 1987, the RHUDO began a study of
the informal sector in Haiti. This study re-
vealed the possibility of creating links be-
tween formal financial institutions and low-
income families, by working with community-
based and nongovernmental organizations. In
respounse, pilot activities will be developed
that will allow the Bangue de Credit Immobi-
lier to begin servicing low-income groups in
cooperation with community-based coordinat-
ing entities.

Currently, the RHUDO is assisting the
U.S.A.LLD. Mission in Haiti to prepare a seven-
year strategy for its Private Sector Program.
RHUDO is studying the construction sector and
is encouraging the Mission to broaden its policy
agenda to include the constraints that inade-
quate infrastructure and urban services pose to
private development and overall economic de-
velopment.

EASTERN CARIBBEAN. The RHUDO is
helping the Regional Development Office of
the Caribbean, located in Barbados, to prepare
its Regional Development Strategy for the

Eastern Caribbean region. A current cross
sectional study is analyzing the finance, infra-
structure and land delivery systems in the
Eastern Caribbean countries of Trinidad and
Tobago, St. Vincent, St. Lucia and Dominica.
This study is also assessing the additional
lending possibilities from the Housing Guaran-
ty Program to the Caribbean Development
Bank and possibly other regional development
institutions, such as the Organization of East-
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ern Caribbean States. The analysis serves as a
first step in assisting the RHUDO to formulate
a sectoral development approach to the East-
ern Caribbean region.

In St. Lucia, the RHUDO assisted the Re-
gional Development Office for the Caribbean
to identify the constraints and critical issues
for the development of the southern region of
St. Lucia. The RHUDO will continue to ex-
pand its scope in this region thrcugh capital
development projects, urban economic develop-
ment activities and regional training and in-
formal sector initiatives.

BARBADOS. A Housing Guaranty project, Pri-
vate Initiatives in Housing, which began in
1982, was funded by a $10 million loan and a
companion $470,000 technical assistance grant.
The project succeeded in improving housing con-
ditions for a significant portion of the low-
income population in Barbados. It also encour-
aged private builders to produce low cost hous-
ing units for the first time and stimulated pub-
lic and private housing and financial
institutions to improve their capacity to serve
the lower-income market.

When the project ic completed, the RHU-
DO will continue to provide technical assis-
tance and training to Barbados, particularly
for development of the Housing Credit Fund,
established to manage the Housing Guaranty
Program, as a secondary housing finance
institution.
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The Honduras

Urban Upgrading
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nearly 100,000
low income
families in 38
marginal
communities in
San Pedro Sula
and Tegucigalpa
with potable
water, street
upgrading and
other essential
infrastructure.

I.D. has been working in Central Amer-

ica since 1963 to assist countries to reduce

their housing deficit and to provide bas-

ic infrastructure for the neediest fami-

lies. A project in Honduras illustrates
RHUDO assistance.

THE HONDURAS URBAN UPGRADING
PROJECT

In 1980, Honduras - ;. .ii sccond lowest per
capita income in Latin America and the high-
est rate of population growth. Nearly 38% of
all Hondurans lived in urban areas, which
were growing twice as fast as rural areas. Over
half of the total population lived in Teguci-
galpa and San Pedro Sula, which were growing
over 6% annually, 12% in marginal settle-
ments.

Formal production of low-income housing
production was extremely limited; 60% of new
vrban shelter was produced informally usually
in unplanned, illegal or undeveloped areas
lacking basic services. In 1980, nearly 60% of
the units in Tegucigalpa and San Pedro Sula
lacked private indoor plumbing, water or a
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flush toilet. Although the two municipalities

carried out sporadic improvements, they were

unable to mount permanent programs to up-
grade them.

Project Design. The Honduras Urban Up-
grading Project improved the capacity of the
cities of Tegucigalpa and San Pedro Sula to up-
grade marginal urban communities on a scale
sufficient to reduce the housing and infrastruc-
ture deficits and be financially self-sufficient.

The total cost of the project was
$14,535,140, of which 80% ($11,600,000) was
for capital investment, 17% ($2,500,000) was
for administration, and 3% ($435,140) was for
technical assistance. The sources of funds were
as follows:
¢ $10,000,000 in Housing Guaranty funds, for

capital investment;

* $4,100,000 in Government counterpart funds,
for administration and off-site infrastruc-
ture;

¢ $435,140 in USAID grants, for technical as-
sistance and training.

A.LD. grants provided technical assistance
and training to the two municipalities and con-



centrated on infrastructure standards, the de-
velopment of social promotion systems, the res-
olution of land tenure issues, betterment tax
systems, computerized billing systems and to
conduct socioeconomic analyses and overall
evaluations of the urban upgrading program.

The bulk of Housing Guaranty capital re-
sources provided infrastructure services.
While the _.iginal project aesign envisioned a
diverse array of potential works, including
street paving, pedestrian walks, storm drain-
age, potable water, sanitary sewage, and street
lighting, the targeted communities over-
whelmingly preferred to limit services to pota-
ble water and sewage systems, and to a lesser
extent, street paving. A home-improvement
loan component, which represented one-tenth
of the original loan package was eliminated,
when it became apparent that the margin be-
tween the cost of the Housing Guaranty resourc-
es and government interest rate limits did not
provide sufficient incentive to private finan-
cial intermediaries.

An estimated 96,600 low-income people re-
siding in 38 marginal communities of Tegucigal-
pa and San Pedro Sula benefited from the pro-
ject. The average monthly family income of
participating communities was $212 in Teguci-
galpa and $300 in San Pedro Sula, representing
50% and 92% of the median income in each
city, respectively.

Over 6,000 low-income families received se-
cure property titles. The total employment
generated was just over 630,000 person-days,
mostly unskilled labor. These achievements
required a relatively small investment per
family, approximately $800 in capital invest-
ment and $935 in total cost per family. The
loan terms to beneficiaries were at real interest
rates. Clearly, the project demonstrated the
dramatic impact upgrading activities can
have, improving shelter, health and employ-
ment, all with a relatively low cost per benefi-
ciary.

The two cities also benfited, significantly
improving their systems of financial and ad-
ministrative management. The project resulted

in the development of Honduras' first better-
ment tax system., This system will provide for
special assessments to pay for future urban up-
grading projects, without placing further de-
mands on severely limited municipal or central
government resources.

Lessons Learned. The project proved the val-
ue of upgrading existing marginal neighbor-
hoods as opposed to providing new construc-
tion. Both low-income communities and the
municipalities demonstrated the desire to un-
dertake upgrading activities and the potential
to institutionalize effective tax systems
adaptable to low-income community upgrading
activities.

The project also highlighted several im-
portant issues to be considered in planning and
implementing future urban upgrading efforts:

1) Sufficient time and technical assistance
must “e provided to municipal governments
when they initiate an urban upgrading pro-
gram so that they can develop the institution-
al capacity to plan and manage such efforts.

2) Technical assistance should be provided
not only to the units responsible for the pro-
grams, but also to Cadastral Departments, na-
tional utility companies and other institutions
whose activities affect the implementation of
such projects.

3) The design of urban upgrading programs
should include explicit and integral provisions
for the financing of off-site infrastructure.

4) Contracting out both the construction
and supervision of physical works to the pri-
vate sector substantially improves the effi-
ciency and effectiveness of urban upgrading
projects.

5) The early identification of land tenure
issues and the development of operational pro-
cedures to be used in adjudicating land titles is
essential to the success of urban upgrading
projects.
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Central America

Fundamental policy and institutional con-
straints in each of the Central American coun-
tries continue to prevent successful projects like
the one in Honduras from being fully replicat-
ed. The RHUDO, therefore, is seeking to em-
phasize sectoral goals, by disbursing new Hous-
ing Guaranty capital assistance in response to
policy and institutional accomplishments,
rather than progress in implementing specific
projects. During this past year, the RHUDO
created a Policy and Urban Program Division
to head these efforts. Its objectives are to pro-
mote policy, programmatic and institutional
changes that will result in sustained improve-
ments in the system for delivering shelter and
related services and facilities to low-income
families. These are the key principles and ap-
proaches to achieve these objectives:

* promotion of policy and program agendas
that are an integral part of national devel-
opment;

* identification and formulation of realistic
policy agendas;
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* mobilization and effective use of public anc'
private sector resources;

* expansion of training and technical assis-
tance at the sector level.

COUNTRY OBJECTIVES

These principles are being applied to meet
each country's level objectives listed on the
next page.

In addition to programs in each country,
there is the regional Central American Shelter
and Urban Development Project which the
Central American Bank for Economic Integra-
tion (CABEI) is implementing. This project
will complement and reinforce bilateral capi-
tal assistance and technical assistance initia-
tives. It consists of $45 million capital assis-
tance through a Housing Guaranty of $5
million, an A.LD. loan of $15 million and $25
million in CABEI funds.

Technical assistance is provided through a
grant of $4 million from A.LD.'s Regional Of-
fice for Central America and Panama
(ROCAP).



Guatemala

Honduras

El Salvador

Costa Rica

* Set the analytical basis for expanding in the com-
ing year the RHUDO's policy and programming re-
lated to: 1) national housing finance systems and pol-
icies; and 2) urban and municipal development.

¢ Promote more effective participation of the private
sector in constructing affordable housing.

¢ Integrate research and training activities of the
Central American Institute for Business Administra-
tion (INCAE) to support and complement the RHU-
DO's regional objectives.

Set the analytical and policy basis required to expand
RHUDO and Mission sector programming related to:
1) national housing finance systems and policies;
and 2) strengthening of local governments.

* Develop the analytical basis to prepare an urban
development strategy for the Mission's upcoming
Country Development Strategy Statement (CDSS).

* Provide technical support for the preparation and
implementation of technical assistance to support the
San Pedro Sula Urban Development Program.

* Promote more effective participation of the private
sector in the construction of low-cost housing.

* Review housing finance and urban development
sectors to provide inputs for the Mission CDSS.

* Promote more effective participation of the private
sector through technical training and policy dialogue
in the development of low-cost housing.

* Monitor and support technical assistance and
training for the National Mortgage Bank (BANHVI);
provide policy and program support to the Mission and
BANHVI.

* Implement the INCAE training and technical as-
sistance program to strengthen municipal govern-
ments to plan, program and finance capital invest-
ments in basic infrastructure services to meet
medium- and long- term needs.

¢ Promote more effective participation of both the pri-
vate and public sectors in the design and provision of
low-cost housing.

Capital Assistance:
HG-004 $10 miltion

Technical Assitauce:
Mission Grant $.6 million

Capital Assistance:
HG-008 $35 million;
Local Currency $7.5
million

Technical Assistance:
Mission Grant $1.6
million

Capital Assistance and
Technical Assistance:
Mission Grant $36.5
million

Capital Assistance:
Mission Grant $50 million
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South American Region

Above left.

Dr. Victor Paz
Estenssoro,
President of
Bolivia, signing
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authorization to
open the first
Bolivian Sevings
and Loan, Mutual
"La Primera”
(June 20, 1964).

Above right.
ALD. and
Savings and Loan
Officials, along
with the winning
architects
looking at the
site plan model
for the
development of
Los Pinos.

ne of the most significant accomplish-
ments of A.LD. in South America is its
assistance to the development of
national and regional savings and loan
systems.
Even before the emergence of A.LD. and the
Housing Guaranty legislation in the Foreign
Assistance Act of 1961, A.LD.'s predecessor,
International Cooperation Agency (ICA), was
working with members of the U.S. savings and
loan industry in establishing thrift and home
lending institutions in a few developing coun-
tries. The earliest efforts took place in the re-
gion now served by the Regional Housing and
Urban Development Office for South America.
Before the early 1960s, a few banks served
the needs of the wealthy, but there was no or-
ganized credit system in Latin America serving
the housing needs of middle- and low-income
families. Today, most countries in the region
have savings and loan institutions, many based
on the U.S. pattern, firmly established in their
financial communities to help the growing
middle class and lower income families accu-
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mulate savings and to provide long-term fi-
nancing for them to acquire or improve their
homes.

In 1988, there are active systems in seven
countries in South America, which serve an es-
timated 77 million savers and have total sav-
ings deposits of an impressive $32 billion.
Some 2.5 million homes have been financed by
these institutions over the past 25 years.

The rzruvian savings and loan system was
the first in Latin America. The first associa-

‘tion opened in 1959 after legislation was draft-

ed with the help of U.S. savings and loan exec-
utives under ICA sponsorship. During this
same period, ICA also was sponsoring the de-
velopment of savings and loan associations in
Chile, Ecuador and Venezuela. Sponsorship
always involved a combination of government
and private industry.

ICA provided technical assistance in the
form of high-level U.S. savings and loan exec-
utives to help host countries write legislation
and to nourish the first savings and loan asso-
ciations. In some cases, ICA also provided



small development loans as seed capital to
stimulate early growth. Since 1961, ALD.,
through its Housing Guaranty resource has con-
tinued to exploit this winning combination in
support of shelter finance institutions.

The Los Pinos Housing Project, located in La
Paz, Bolivia, is a superb example of ecarly U.S.
savings and loan industry collaboration with
two Bolivian savings and loan associations,
which were then newly founded. This project
financed and developed fully serviced, 3,200
walk-up apartment units.

As the number of private savings and loan
businesses in Latin America grew during the
1960s, through A.LD.'s Housing Guaranty Pro-
gram, substantial resources were made availa-
ble to these growing businesses with loans from
U.S. private investors channeled through cen-
tral housing banks. It is no coincidence that
many of the investments of the late 60s and
early 70s came from U.S. savings and loan asso-
ciations. The same industry internationalists
who had fostered thrift institutions in Latin
America promoted U.S. legislation in 1967 that
permitted U.S. associations to invest overseas
with A.LLD. Housing Guaranties. Many U.S.
savings and loan associations participated in
this program through a unique arrangement
with the Federal Home Loan Banks of New
York and Boston, which had been authorized
to pool the associations' resources to propose
substantial A.LLD. guarantied investments. Be-
tween 1969 and 1976, the U.S. savings and loan
industry accounted for 85% of the 73 Housing
Guaranty loans, investing a total of over $340
million.

As the Latin American systems grew during
the 1960s, industry executives felt the need for
training and regional interaction. The Intera-
merican Savings and Loan Union (now called
the Interamerican Housing Union) was founded
in Caracas in 1964 as a vehicle to carry out
these functions. A.LD. has continued to support
the Latin American Savings and Loan Union,
remaining in contact with key industry offi-
cials in the entire region, including countries

such as Brazil and Venezucela where there no
longer are active A.LD. housing programs. This
intimate working relationship is best exempli-
fied by the fact that three regional advisors in
this RHUDO were prominent actors in the re-
gion's savings and loans industry.

The premier event of this continuing U.S./
Latin American collaboration in housing fi-

nance is the annual Interamerican Savings and
Loan Conference. The most recent was held in
1988 in Quito, Ecuador, now the home base of
this Regional Office of Housing and Urban De-
velopment. A.LD. has supported conferences,
as well as the activities of the Interamerican
Housing Union, through small grants. These
grants are among the most cost-effective activ-
ities supported by the Agency.

The participation of A.LD. over the last 25
years in the development of the $32 billion
Latin American savings and loan industry is a
major success story. Two-and-a-half million
lower- and middle-income families in the re-
gion have been housed. A solid base of small
savers exists in all of the countries and has
proved to be immune even to the economic crisis
now facing Latin America. The United States
has demonstrated its willingness and ability
to share its human and financial resources,
through both the government and private U.S.
business, to help create lasting institutions in
the region that benefit the population.
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Original office of
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Above right.
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Bolivia.



South America

The major regional constraint on developing
shelter programs at a scale commensurate with
the needs of rapidly growing urban populations
in South America is the lack of a continuing
and effective dialogue among the three groups
involved in shelter development: government,
private entrepreneurs and neighborhoods. As a
result, each group contributes without the bene-
fit of interaction with other groups in the sec-
tor, institutional capacity is not used as effec-
tively as it could be, and resources are not
allocated in the most efficient manner. The
components of a solution exist, but they must be
assembled.

To address this challenge, the RHUDO is
concentrating its efforts on promoting active di-
alogue and coordination among governments
and the private formal and informal sectors in
order to implement large-scale shelter pro-
grams. To complement the traditional dia-
logue with government and the business sector,
this Regional Office is also expanding its con-
tacts to include: infrastructure agencies; fi-
nance institutions such as credit unions; the con-
struction materials industry; regional
institutions oriented toward working with lo-
cal governments, private entrepreneurs and in-
formal sector communities involved in shelter
and urban development. The RHUDO is at-
tempting to incorporate them into a working
group that will plan and carry out activities in
the region related to RHUDO's agenda.

The RHUDO has specific objectives:

* to foster acceptance of the need to support
and assist the informal housing sector, based on
the conviction that the necessary resources
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already exist to generate minimum housing and
basic services for the growing urban population
in each country;

* to promote a more active role for the formal
private sector in providing needed housing and
services, a shift in the public sector from shel-
ter provider to facilitator and a more active
role for local governments in the provision of
basic infrastructure;

* to develop ongoing contacts between A.LD.
and individuals in each country in the region
who can be influential in formulating and im-
plementing housing and urban development
policies in their countries.

IMPLEMENTING THE AGENDA
Many of the RHUDO's objectives can be
achieved by focusing the energies of organiza-
tions and individuals on finding collaborative
solutions to local problems. The RHUDO is
concentrating on the creation of regional net-
works of organizations and individuals and of
national or local coalitions to address shelter
and urban development problems. Regional
networks broaden awareness of the need for
collaboration among the formal private sector,
informal private sector and public sector. Lo-
cal public-private coalitions develop strate-
gies and programs to address local problems.
Participants in the regional network plan
activities jointly with the RHUDO, provide
technical assistance to local coalitions, carry
out regional seminars and collaborate to build
the network through newsletters or other con-
tacts in the region. These have been some of
the themes of their seminars and publications:



e generating jobs in the urban economy;
» providing basic services, urbanized land and
shelter;

e defining the role of the private sector in
providing such services as waste disposal.
Another important task of participants is to
promote the creation of national organizations

sharing the network's objectives.

With the assistance of its network partners,
the RHUDO plans to identify key individuals
from the informal sector, private business and
the public sector in each country who will form
a planning nucleus for local coalitions. These
coalitions will analyze problems, identify so-
lutions and courses of action and define the role
of each group in those solutions. Such efforts
are underway in Bolivia.

BOLIVIA: THE COALITION IN ACTION
The Second International Conference in Hous-
ing and Urban Development, held in Vienna,
Austria in September 1986, challenged partici-
parits to devise new approaches and policies to
achieve development with equity. It urged the
forging of partnerships between the public and
private sector to support government initia-
tives in housing and infrastructure program-
ming. As its response to this challenge, the
Government of Bolivia created a National
Housing Fund, in July 1987. The fund will gen-
erate domestic housing finance resources to sup-
port private sector initiatives in housing and
urban development.

The next step after establishing the Na-
tional Housing Fund was to convene the First
Congress of Bolivian Urban Affairs Institu-

tions, under the sponsorship of Bolivia's Mini-
stry of Urban Affairs, the privately owned and
run Central Savings Bank and the RHUDO for
South America. Held in La Paz in April 1988,
the meeting gathered major Bolivian public
and private sector institutions to define the
roles for each in addressing housing, infrastruc-
ture development and urban planning problems
and issues. At the close of this Congress, the
Coalition of Bolivian Urban Affairs [nstitu-
tions was founded. The Coalition intends to en-
able private sector institutions to coordinate
with governmental institutions and local com-
munities to increase the country's capacity to
provide more adequate solutions for meeting
the housing and basic needs of the urban poor.

The Coalition has joined forces with the
City of El Alto, a community of over 300,000 in-
habitants which was developed almost entire-
ly through the informal sector and is home to
many of the poor who work in La Paz. This
joint program identifies solutions for such prob-
lems as the lack of basic urban services—public
lighting, street paving, water, sewerage, edu-
cational and health facilities.

Through technical and financial assistance,
the RHUDO will be supporting programs like
the one in El Alto and groups such as the Coali-
tion of Bolivian Urban Affairs Institutions.
Such support will figure prominently in its ef-
forts to help national leaders confront the
burgeoning problems of urban development in
South America.
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Foreign Assistance Act of 1961,
as Amended (1988)

TITLE II-Housing and Other Credit
Guaranty Programs

Seec. 221. HOUSING GUARANTIES. The
Congress recognizes that shelter, including
essential urban development services, is
among the most fundamental of human
needs. Shelter for most people in the develop-
ment countries consists largely of domestic
materials assembled by local labor. While
recognizing that most financing for such
housing must come from domestic resources,
the Congress finds that carefully designed
programs involving United States capital
and expertise can increase the availability
of domestic financing for improved shelter
and related services for low-income people
by demonstrating to local entrepreneurs and
institutions that providing low-cost shelter
can be financially viable. The Congress re-
affirms, therefore, that the United States
should continue to assist developing coun-
tries in marshalling resources for low-cost
shelter. Particular attention should be given
to programs which will support pilot projects
for low-cost shelter or which will have a
maximum demonstration impact on local
institutions and national policy. The Con-
gress declares that the long run goal of all
such programs should be to develop domestic
construction capabilities and to stimulate lo-
cal credit institutions to make available do-
mestic capital and other management and
technological resources required for effec-
tive low-cost shelter programs and policies.

Sec. 222,

(a) To carry out the policy of section 221, the
President is authorized to issue guaranties to
eligible investors (as defined in section 238
(c)) assuring against losses incurred in con-
nection with loans made for projects meeting

Q

the criteria set forth in section 221. The total
principal amount of guaranties issued un-
der this title or heretofore issued under prior
housing guaranty authorities, which are out-
standing at any one time, shall not exceed
$2,158,000,000. The authority of this section
shall continue through September 30, 1990.
The President may issue regulations from
time to time with regard to the terms and
conditions upon which such guaranties shall
be issued and the eligibility of lenders.

(b) Activities carried out under this section
shall emphasize-

(1) projects which provide improved home
sites to poor families on which to build shel-
ter and related services;

(2) projects comprised of expandable core
shelter units on serviced sites;

(3) slum upgrading projects designed to con-
serve and improve existing shelter;

(4) shelter projects for low-income people de-
signed for demonstration or institution
building purposes; and

(5) community facilities and services in
support of projects authorized under this sec-
tion to improve the shelter occupied by the
poor.

(c) In issuing guaranties under this section
with respect to projects in a country which re-
quire the use or conservation of energy, the
President shall give consideration to the use
of solar energy technologies, where such
technologies are economically and techni-
cally feasible. Technologies which may be
used include solar hot water systems, solar



heating, biomass conversion, photovoltaic
and wind applications, and community-
scale solar thermal applications.

(k) The total principal amount of guaranties
issued under this section for each of the fis-
cal years 1986 and 1987 shall be comparable
to the total principal amount of such guaran-
ties issued for fiscal year 1984, subject to the
dollar limitations on the issuance of guar-
anties under this section which are con-
tained in subsection (a) and in appropriation
Acts.

Sec. 223. GENERAL PROVISIONS. (a)A
fee shall be charged for each guaranty issued
under section 222 or 222A in an amount to be
determined by the President. In the event the
fee to be charged for such type guaranty is re-
duced, fees to be paid under existing con-
tracts for the same type of guaranty may be
similarly reduced.
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(j) Guaranties shall be issued under section
222 only for housing projects which are coor-
dinated with and complementary to any de-
velopment assistance being furnished under
chapter I of this part and which are specifi-
cally designed to demonstrate the feasibility
and suitability of particular kinds of hous-
ing or of financial or other institutional ar-
rangements. Of the aggregate face value of
housing guaranties hereafter issued under
this title, not less than 90 per centum shall be
issued for housing suitable for families with
income below the median income (below the
median urban income for housing in urban
areas) in the country in which the hcusing is
located. The face value of guaranties issued
with respect to housing in any country shall

not exceed $25,000,000 in any fiscal year, and
the average face value of guaranties issued
in any fiscal year shall not exceed
$15,000,000. Of the total amount of housing
guaranties authorized to be issued under sec-
tion 222 through September 30, 1982, not less
than a face amount of $25,000,000 shall be is-
sued for projects in Israel and not less than a
face amount of $25,000,000 shall be issued for
projects in Egypt.

Section 238. DEFINITIONS. As used in this
title —

(¢) The term "eligible investor” means: (1)
United Stater, citizens; (2) corporations,
partnerships, or other associations under the
laws of the United States or any State or terri-
tory thereof, or the District of Columbia, and
substantially beneficially owned by United
States citizens; and (3) foreign corporations,
partnerships, or other associations wholly
owned by one or more such United States citi-
zens, corporations, partnership, or other as-
sociations: Provided however, That the eli-
gibility of such foreign corporation shall be
determined without regard to any shares, in
aggregate less than 5 per centum of the total
issued and subscribed share capital, held by
other than the United States owners: Provid-
ed further, That in the case of any loan in-
vestment a final determination of eligibility
may be made at the time the insurance or
guaranty is issued; in all other cases, the
investor must be eligible at the time a claim
arises as well as the time the insurance or
guaranty is issued.



Program Summary

he Housing Guaranty Program pro-
vides funas for a variety of initia-
tives aimed at influencing borrow-
ing countries in their approach to
solving their urban problems. These
are among the prirncipal initiatives:
* sites and services and core housing;
* urban neighborhood infrastructure, such
as roads, drainage, water and sanitation
systems;
* municipal facilities, such as markets,
community centers, transportation depots,
health centers, schools and artisan centers;
* training on financial and technical

management skills for municipal adminis-
trative and technical staffs.
During 1988, the Agency for International
Development authorized Housing Guaranty
Loan Programs totaling $125,000,000,
for the following:
¢ Central American Bank for
Economic Integration ($5 million);
* Ecuador ($5 million);
= India ($25 million);
¢ Indonesia ($25 million);
¢ Jamaica ($25 million);
¢ Jordan ($25 million); and
* Sri Lanka ($15 million).



Financial Report 1988

At the close of the fiscal year ending September 30,
1988, the Housing Guaranty program had a net worth
of $108.6 million. Total income from all sources for the
year was $ 19.7 million which represents an increase of
more than $4.4 million dollars over the prior fiscal year.

In fiscal year 1988, the total Congressional Authority
remained at $2.18 billion, but the amount under con-
tract increased to $1.65 billionin 164 projects. Thisisan
increase of 6 projects and $72 million over fiscal year
1987. As of the end of the year, monies authorized but

. |. CONGRESSIONAL AUTHORITY
World-wide Housing Guaranties

1. FAA 1969 (Sections 221 & 222)
“ 2. Prior Authority (Section 223d)

TOTAL CONGRESSIONAL AUTHORITY
. REPAYMENTS

1. Sections 221,222 and 223 d
2. Less Section 223 d
(Not Available for new guaranties)

NET REPAYMENTS
" . PROGRAM STATUS

Loans Authorized No.

1. Projects Authorized
and Under Contract Africa
Asia
Latin America
Near East

TOTAL
2. Loans Authorized and
Not Yet Under Contract Afrina
Asia
Latin America
Near East
Inter-Regional

Totals

TOTAL AUTHORITY AVAILABLE

e

| OFFICE OF HOUSING AND URBAN PROGRAMS
i STATEMENT OF CONTRACT ISSUING AUTHORITY
! As of September 30, 1988

21 $ 184,067,064

18 254,960,149

103 839,243,265

22 374,192,798

164 $1,653,463,280

5 70,364,000

] 125,000,000

14 143,998,234

12 187,800,000

6 39,328,620

B 43_ o $ 566,490,854
207 $2,219,954,134

not yet under contract decreased to $566 million in 43
projects. The total authority available as of September
30, 1988 was $175.4, down from $237.2 million the
previous year.

During fiscal year 1988, a total of $125 million was
authorized for new projects and amendments.

Administrative expenses amounted to $6.2 million,
including contractual services. Interest on Treasury
borrowings, amounted to $2.38 million.

$2,158,000,000
25,100,000

$2,183,100,000

$ 234,449,825
22,111,075

- $ 212,338,750

of Loans Dollar Amount

$ 175,484,616
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OFFICE OF HOUSING AND URBAN PROGRAMS
STATEMENT OF FINANCIAL CONDITION

As of September 30, 1988

ASSETS

Funds with U.S. Treasury

U.S. Obligations less Unamortized Discount

Accrued Fees Receivable

Interest Receivable on Rescheduled Claims

Late Charges Receivable less Allowance

Travel and Other Advances

Accounts Receivable

Subrogated Claims Receivable

Rescheduled Claims Receiveble Less Allowance

Furniture and Fquipment, less Depreciation
Total Assets

LIABILITIES

Loan from U.S. Treasury
Accounts Payable
Accrued Expenses Payable
Deferred Rescheduled Claims Payable
Interest Payable
Accrued Annual Leave
Total Liabilities

NET WORTH

Capital

Cumulative Gain-Beginning of FY

Net Income-FY '88

Section 222-A Guaranty Reserve

Total Net Worth as of 09/30/88

Unfunded Accrued Annual Leave
Total Liabilities and Net Worth

STATEMENT OF INCOME AND EXPENSE

$ 13,648,321
3,405,532
4,998,065
6,121,833

165,148,349
59,214
39,120

79,048,923

36,559,291

507,710

$ 45,000,000
972,334
3,092,141
323,617
1,485,441
290,931

$ 87,042,915
12,027,134
6,147,357
3,445,419

October 1, 1987 through September 30, 1988

FEE INCOME

Fees

Late Charges

Interest on Rescheduled Claims
Gross Income

ADMINISTRATIVE EXPENSES

Personnel: Direct Hire

Contract Personnel

Housing

Operational Travel

Other Office Operations

Agency Support Costs
Total Administrative Expenses
Contractual Services
Interest on Treasury Borrowing
Provision for Uncollectible Accounts
Total Expenses Before Claim Losses

NET INCOME

Net Income before Claim Losses
Total Net Claim & Fee Losses
Net Operating Gain for FY 88
Prior Fiscal Year Adjustments
Net Income

$ 7,914,566
8,084,913
3,757,740

$ 2,941,918
208,429
434,820
288,293
688,151

1,052,328

$ 159,536,358

$ 51,164,464

$ 108,662,825
(290,931)
$ 159,536,358

$ 19,757,219

$ 5,613,939
589,278
2,381,043
3,000,000

$11,583,260

$ 8,173,959
(2,033,010)
6,140,949
6,408

$ 6,147,357

3!



Housing Guaranty
Loan Process

he Housing Guaranty Program involves

collaboration with a host-country hoys-

ing institution acting as borrower. Bor-

rowers may include a government mini-

stry, a national housing bank or housing
development corporation, a central savings and
loan system, or a similar instituticn in the pri-
vate sector such as a nat'‘onal cooperative or-
ganization.

Following a request from the country, A.L.D.
will request that the Office of Housing and Ur-
ban Programs, working with hcsi country offi-
cials, prepare a shelter sector assessment.
Based on this analysis, A.L.D. and the borrow-
er determine the type of housing program to be
financed and the institutional context within
which it will be under-taken.

When a mutually agreeable project has been
developed and authorized by A.LD., the Of-
fice of Housing and Urban Programs and the
borrower enter into an Implementation Agree-
ment defining the use of the proceeds of the
loan. Disbursements under the loan are subject
to the fulfillment of certain conditions as set
forth in this agreement.

At the same time, the borrower seeks the
most favorable terms available in the U.S.
capital markets for a U.S. Government-
guaranteed loan. A typical housing guaranty
loan is a long-term loan for a period of up to 30
years, with a 10-year grace period on tiie re-
payment of the principal.

The U.S. lender and the borrower then nego-
tiate the terms of the financing within interest
rate terms that reflect the prevailing interest
rates for U.S. securities of comparable maturi-
ty. These understandings are formalized in a
loan agreement between the borrower and the
lender, which is subject to A.LLD. approval. In
addition, certain provisions with regard to the
paying and transfer agent, terms and amortiza-
tion, prepayment rights, and lender’s fees and
other charges must be included in each loan
agreement or otherwise agreed upon in a man-
ner satisfactory to the Office of Housing and
Urban Programs.

THE A.L.LD. GUARANTY
Upon the signing of a loan agreement, A.LD.
will sign a contract indicating that repayment
is guaranteed by the full faith and credit of
the U.S. Government. The fees that A.LD.
charges for its guaranty are as follows: (1) a
fee of one-half of one percent (1/2%) per annum
of the unpaid principal balance of the guaran-
teed loan; and (2) an initial charge of one per-
cent (1%) of the amuount of the loan, which is
deducted from the loan disbursements.
Additionally, A.L.T. requires that the gov-
ernment of the borrowing country sigu a full
faith and credit suaranty of repayment of the
loan and outstan-ling, interest.

LENDERS

A variety of participants i\r. the U.S. capital
markets, including investment bankers, com-
mercial bankers, Federal Home Loan Banks,
savings institutions, life insurance companies
and pension funds, have loaned funds to host-
country borrowers as part of the Housing Guar-
anty Program. To be eligible to participate,
lenders must be:

(1) U.S. citizewns; (2) domestic U.S. corpora-
tions, partnerships or associates owned by U.S.
citizens; (3) foreign corporations whose share
capital is at least 95 percent owned by U.S. cit-
izens; or

(4) foreign partnerships or associations
wholly owned by U.S. citizens.

Lenders are selected by host country berrow-
ers, typically selected through a competitive
negotiation process. The Office of Housing and
Urban Programs requires that lending opportu-
nities be advertised and that borrowers solicit
lending proposals from the largest practicable
number of prospective lenders.

A notice of each A.LD. guaranteed invest-
ment opportunity is published in the Federal
Register and mailed to interested firms or indi-
viduals.

In certain circumstances, and with the writ-
ten consent of the Office of Housing and Urban
Programs, lenders may be selected through a
non-competitive negotiated process.
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U.S. Inquiries

Director, Office of Housing and
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Telephone: (202} 663-2530
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A.LD. Document and Information
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U.S. Agency for International
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PPC/CDIE - Room 209 - SA-18

Washington, D.C. 20523-1802

Overseas Inquiries

Persons desiring further informa-
tion may contact one of the regional
offices of the Office of Housing and
Urban Programs or the US.A.LD.
Mission or the Embassy in their
country.



