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Executive Summary 

Housing markets follow a similar pattern across Latin America. The 
astructure consists of a quantitative and qualitative deficit,tharacteristic 

the very poor, and an overburdened publicfinancing system that excludes 
housing ministry. This s.tructure, combined with economic and social trends, leads 

an informal market. The informal market is one characterized by
to the creation of 

materials. Informal settlements are 
owner built structures made of recycled 

substandard with poor' or no infrastructure and crowded living
typically 

marginal housing, some informal dwellings are of
conditions. In addition to this 

are out financing system due to stringent
good quality. Owners shut of the formal 

a difficult application process. An investigation of Paraguay's
requirements and 

country follows the former model quite
national housing market shows that the 
closely. 

From the 1960s until 1983, Paraguay experienced a period of strong 

Foreign aid, high demand for Paraguay's agricultural products
economic growth. 

and the construction of a major hydroelectric dam all contributed to this growth.
 

Although Paraguay's
As a result, urban migration increased during this period. 

created an active construction industry and enabled 
strong economic position 

not keep up with demand and the
people to build new homes, supply could 

1983 createdtook root in this era. A financial crisis in 1982 andhousing deficit 
high unemployment and inflation 'further contributing to the housing deficit. The 

the gap between supply and
construction industry took a major downs-"ing and 

demand widened. 

first ministry.During the economic boom, Paraguay created its housing 

The Paraguayan Institute for Housing and Urbanization (IPVU) was created in 
for Paraguay's low income

1966. IPVU undertook the task of building housing 
government created a

population. As a complement to IPVU, the Paraguayan 
for and a system of savings and loans that would provide

national bank housing 
IPVU was largelyUnfortunatly,mortgage loans for middle income people. 


ineffective in accomplishing its goals. IPVU provided only a very small number of
 

areas. In response to this system's
houses, the majority of which were, in urban 

deal with
failures the new government of 1989 created a new official body to 


housing issues.
 

on Housing (CONAVI), originally a consulting body forThe National Council 
and IPVU was dissolved. 

matters of housing, eventually expanded its duties 
programs for

Currently CONAVI constructs housing and provides various loan 
and loans system was privatized and still 

groups and individuals. The savings 

loans for the middle income population.
provides 

is illustrated in its quantitative and
Paraguay's demand for housing 

homes
qualitative deficits. CONAVI estimates that a standing deficit of 200,000 

deficit is worsened by the qualitative aspects
increases by 15,000 annually. This 
of the housing that does exist. Overcrowding is severe with large families living in 

lacking.
one bedroom houses. Infrastructure, especially sanitation services, is also 

Roughly one half of the homes in Paraguay suffer from poor construction and need 

repair. 

Housing production in Paraguay is intricately linked to financing. While 

is able to obtain some sort of structure to live in, what this
the majority of families 
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structure will be is 	 dependent upon the family's financing options. The mortgage 
used and most people build their homes as they can afford tosystem is not widely 

pay for the construction. Formal sector financing is provided on the public level by 
.3.NAVI and on the private level by the savings and loans for housing system 

n..":tioned above. There are only a few non governmental organizations that 
attempt to provide housing and their work is on a small scale. Cooperatives, which 
function like credit unions provide a savings system for the less financially able 
and their lending practices are very similar to that of the private banks involved 
with the national system of savings and loans for housing. 

Each entity in the formal financing sector typically lends to an income range 
which is based on the national wage system of minimum monthly salaries. The 
public sector, represented by CONAVI, builds housing settlements for people 
earning up to two minimum monthly salaries and has other programs for people 
e'rning up to three and from three to five minimum monthly salaries. In the past 
year CONAVI has provided 9382 housing solutions. A. solution may be 
improvements as well as loans and new home construction. 

not have anThe savings and loans for housing system, known as SAPV, does 
official minimum salary range but generally works with people earning five 
minimum monthly salaries and up. The interest rates at these banks is a market 
rate and tends to be high. In addition, private banks in this system have stringent 

potential borrowersrequirements for obtaining a loan which may be frustrating to 
the SAPV banks have extended creditif not impossible to fulfill. In the past year 

for housing in the form of 8229 loans. 

A case st'udy of the city of Encarnaci6n, located on the border with 
Argentina, demonstrates exactly how the market functions on the municipal level. 
Encarnaci6n is experiencing rapid growth and problems with financing, loan and 
registration requirements, and housing quality are all present. Like the national 
system, the main sources of financing are CONAVI and the SAPV banks. An 
examination of the municipal register of construction revealed that most of the 
construction in the city was neither registered nor financed by the formal sector. 
However, some of the informal construction was found to be of good quality. Many 
humes were not registered simply because of the time involved in registering or 
the prohibitive cost of taxes. 

As the above patterns indicate, in order to improve housing Paraguay must 
restructure its financing system. Prohibitive requirements and time constraints 
shut out financially qualified people and very few options are available to the 

poor. Government provided housing is unappealing to many and provides little 
choice for its recipients. Because a proposal to restructure the national market has 

already been provided by the Interamerican Development Bank, the most 
any other agency would be at the municipal level.beneficial actions by 

improving housing 	 assistance for theSuggestions for the market include technical 
municipality and creative financing for groups normally excluded from the formal 
sector. 



Trends Across Latin AmericaHousing Market 

Municipal stability and the housing market: growth that exceeds 

supply. 

arestability of -a municipality and its housing market intertwined. TheThe 
is built, a househoid is also fundamental to thefundamental unit on which society 

works is dependent upon a
municipal structure. The ability to provide public 

tax base which is, in large part, provided through the household. Because
stable 

to the effective functioning of a municipality, it is
this resource is so basic 

in a way both beneficial to those in
important that the housing market function 

to fully understandneed of a home and the government structure. It is important 

the housing market because any dysfunction can lead to an unstable municipal 
will show the current trends in Latin

base. A review of the literature on housing 
The strengths weaknesses of housing markets

American markets. common and 

will help provide an idea of what may be expected for the region as well as how 

in comparison. A detailed investigation of
well Paraguay's market functions 
Paraguay's specific marlet characteristics will indicate what can be done to 

the market in order to benefit both citizens and municipalities.improve 

that out-paces economic development, theWith a history of physical growth 
has portrayed literature as an entity

Latin American city been in the academic 
(Hardoy).unable to fulfill its citizens' demands for goods and services The 

housing market is no exception to this lag. Important issues such as squatter 

settlements, rural housing, service availability and the urban poor have occupied 

the majority of research on housing. Unfortunately most of the literature avilable 

on housing markets is methodological rather than descriptive in nature. Equations 
abound as do actual

for estimating housing costs in urban Latin America 

of these methods. These studies are not entirely devoid of interest
applications 

provide a necessary guideline and foundation for
for the present inquiry as they 

with concrete instead of
methodology. Recent studies of housing markets 

data are difficult to find. Therefore a comparison between Latin
theoretical 

will be made based on theoretical trends.
American markets and Paraguay 

found across the region consistsmarket structureThe characteristic 
financing options which contribute to

of a housing deficit and poor 

the development of an informal market.
 

of Policies covers all parts of theVliet's International Handbook Housing 


world. The Latin American countries included are Cuba, Mexico, Brazil and
 

has had unique problems with different policies

Colombia. While each of these 

are several shared elements among these
and approaches towards housing, there 

Housing markets roughly follow the following model in the countries
nations. 
surveyed: a housing deficit, both quantitative and qualitative; a financing
 

centralized government agency that is
 
structure that excludes the poor; a 

but creates some production; and a lack of involvement by the
overburdened 

private sector which leads to production on the informal, often called 'illegal' level
 

From this brief review it is obvious that the major pitfalls of housing 

markets are in two areas: supply and financing. Specific supply side problems 

other than a shortage are inappropriate design and construction of housing 
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projects, a lack of infrastructure, and overcrowding. The downfalls of financing are 
also linked to supply and include very small amounts of low income construction 
by all sectors, an all too centralized housing authority that is usually the only 
provider of subsidized loans, and only small amounts of social interest funding 
from the church or non governmental organizations. 

According to-Francis Violich, housing is the launching pad for other 
essential facilities such as education, sanitation, health care, and employment. 
(1987: 33) His book, UrbanIPlanning for Latin America, discusses metropolitan 
development across the region and highlights the historical development of 
housing policies and markets in many of the major Latin American capitals. 
Violich demorstrates how the inability of national economic development to keep 
up with urban growth has left consumer demands unmet. This factor, combined 
with an unequal concentration of wealth and industry, has led to an economic 
dualism which manifests itself in two distinct sectors: formal and informal. The 
formal market serves middle and upper income groups while the informal market 
serves the poor. The rise of the informal sector may be due to poor supply. 
Historically low cost housing programs have been insufficient to solve the 
problems of informal slums created in part by mass urban migration. The weak 
buying power of the poor creates an inability to buy on the open market and the 
poor become dependent upon government housing projects to provide housing. 
The major problems of government housing are also spelled out by Violich: a 
concern with number of units over quality, a creation of too costly housing, 
insensitive and spatially impractical relocations, and non-comprehensive 
planning (1987: 124). 

With the inadequacy of the formal market, private and public, informal 
housing solutions are inevitable. Three housing options are generally available on 
the informal market: central city slums, land invasions and unauthorized, 
unplanned settlements. (Violich, 1987:32). The important characteristics of the 
informal economy outlined by Violich are its inventiveness, small scale, labor 
intensiveness, and trend towards rudimentary technology. Typical problems of 
informal housing as provided by Violich's examples are similar to those discussed 
earlier: overcrowding, lack of proper facilities for construction and sanitation 
services. (1987: 159). 

The informal sector, typically the market of the poor, is characterized 
by self building and the use of scrap materials. 

The informal sector as the market of the poor is a common theme. W. Paul 
Strassmann's chapter on the housing market in The Transformation of Urban 
Housing, divides the market into income levels. In his investigation of Cartagena, 
Strassmann found that inccme level was more important than location in 
determining market activity and that the greatest supply deficiency was in the 
lowest and highest income groups. While a willingness to improve housing 
facilities was spread across income levels, (1982: 140) the failure a of a low 
income supply was the most important factor in the creation of informal dwellings 
and settlements. Strassmann investigated two strata of low income people who 
must resort to 'informal' housing provision rather than buying on the open 
market. This is important to the investigation on Paraguay because it shows that 
while deficits exist across the market, supply is more scarce among lower income 
groups. 
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One of the first tasks in describing the housing market is to define the 
formal and informal sectors in a meaningful way so that actual structures can be 
categorized and the results given a reference point. While the definition will vary 
from nation to nation, one article attempts to create a theoretical framework for 
categorizing dwellings as informal or formal: Peter Ward's Articulation Theory 
and Self Help Housinf Practice in the 1990s. Ward clearly models the informal 
and formal sectors as well as a 'middle' realm of neither formal or informal while 
accounting for both demand And ponsumption. 

This article groups housing (as a commodity) and modes of housing 
production to divide housing into the 'industrialized' (formal) mode, the 
'manufactured' (neither) mode, and the 'artisanal' (informal) mode. Ward also 
discusses the valorization process in each of these modes and provides a case 
study to exemplify the concepts. While the formal sector uses established supply 
channels and all manufactured materials, the informal, or artisanal mode is one of 
self building and labor exchange using recycled materials along with a small 
amount of manufactured (bought) materials. 

Informal production has a quantifiable monetary value. 

Housing valorization on informal markets is the subject of Jimenez's 1982 
article on squatter settlements. The Value of Squatter Dwellings in Developing 
Countries shows that informal houses do have a measurable monetary value. In 
the past. these settlements have been looked upon as temporary and unstable. As 
permanence increases, Jimenez argues that, like houses in the formal market, 
informal homes are economic goods and posses a measurable market value (1982: 
739). Because informal housing is usually beyond the scrutiny of government 
activity its value is hard to assess but the determinants outlined by Jimenez, 
outside appearance, quality of materials, sanitary services and age, are similar to 
those of the formal market (1982: 752). Jimenez also found that owners in 
informal settlements generally valued ,their homes at levels on par with those of an 
appraiser. This article emphasizes the value of including the informal sector when 
examining the housing market because of the real value possessed by these areas. 
This often dismissed value of informal dwellings should be quantified and used to 
inform policy, according to Jimenez. Governments will be able to act more 
efficiently with regard to housing if they take into account the value of informal 
housing to its inhabitants. 

Cooperation between private and public sectors is necessary to 
improve financing for low income housing. 

In his address to the twenty fourth Interamerican Conference on Housing, 
Eric Carlson attempts to tackle the issue of financing for low income housing, 
especially that of the informal market. Carlson called for the integration and/or 
cooperation between the private and public sectors when it comes to financing 
housing for the poor. His recommendations for such integration and improvement 
of loans to the poor reflects some of the current trends in formal financing for the 
poor, typically consumers in the informal market. These recommendations, many 
of which are currently undergoing implementation in Latin America, aim to 
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integrate the informal market into the formal while providing 'social interest' 
housing to Latin America's poor. The most important of these recommendations 
are: 1. the encouragement of a secondary housing market; 2. the encouragement 
of public and private financial institutions to have a greater response to basic 

housing needs of the poor by implementing subsidized loan programs for 

particular groups (offering incentives would be part of this); 3. promoting and 

supporting communit based financial institutions such as cooperatives and 
morecredit unions; 4. revision of the politics of loans in order to make them 

accessible for the poor; and 5. the creation of aid programs that have built in cost 

recuperation, in order to create a revolving fund for the use of new housing 
programs with reasonable payments focused on the resources of the group 

involved. (1986: 115). 

deficits and the rental market interact.Supply 

In their article Housing Demand in Developing Countries, Malpezzi and 

Mayo introduce rental housing as an emerging topic in the housing market. The 

number of rentals in Latin America has increased, especially among the urban 

poor. Rental value and availability, on both the supply and demand side of the 

market, must be taken into account when attempting to describe the entire 

housing market. Rental units may be used to indicate a deficit or seen as an 

affordable supply alternative. Malpezzi and Mayo also examine the differences 

between renter's and owner's housing consumption and found the propensity to 

consume nearly identical (1987: 217). Sensitivity to the renter market is 

important because it can represent a deficiency in supply, either physical (there 

are no houses to buy) or financial (people cannot afford to build or borrow to 

build). And while housing prices tend to increase with development, renters are 

even more adversely affected by this development than owners, paying higher 

prices for the same amount of consumption when land values increase 
(1987:2 17). 

New research- should incorporate the informal market. 

Although supply and financing are important, new topics in housing 
Cities: Researchmarket literature are emerging. Housing Markets in Third World 

and Policy into the 1990's by Carole Rakodi points towards new directions that 

need to be explored in the housing market. The article provides a thorough 

overview of past research and policy's response to that research and then 

redefines information needs for the creation of future housing policy. Rakodi 

rejects the traditional targeting of urban poor and squatter settlements as a 

separate research topic and calls for the integration of this sector into a wider 

analysis which examines the informal sector within the context of the entire 

housing sector (1992: 39). Policies must be informed by an understanding of 

general market tendencies and address all income levels rather than just the poor. 

Future research should focus on the process by which housing is produced and the 

effects of housing supply on consumption. It is the intervention of these points, 

according to Rakodi, that defines and determines the market. In addition Rakodi 

identifies gaps in credit provision, rental studies and secondary exchange of 

housing. She calls for the recognition of housing as a "productive capital good 

rather than a purely consumptive good" (1992: 50) and asks that "the housing 
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finance system has a wider economic role" in order to justify the increased 
allocation of resources to the housing sector (1992:50). 

After examining the above framework on housing markets in Latin 
America, specific information on Paraguay's market shows that Paraguay follows a 
similar pattern of poor supply. As the following evaluation and case study will 
demonstrate, Paraguay exhibits signs of a housing deficit and a financial structure 
that is unable to respond to those ost in need, creating an atmosphere that is 
ripe for the cultivation of a 'hugq i, formal market. A discussion of the informal 
market is also included, creating a comprehensive picture of the housing sector in 
Paraguay.
 

Paraguay's National Housing Market 

History and background: Paraguay develops and revises a' national 
housing ministry in response to needs created by many years of 
economic growth. 

Economic development. From the implementation of the first National Plan for 
Economic and Social Development in the 1960s until an economic crisis in 1982 
and 1983, Paraguay experienced a period of stable and strong economic growth. 
High growth rates during this period were due to an influx of international aid, 
high external demand for Paraguay's agricultural products, and the construction 
of two major hydroelectric dams, Itaipti and Yacyreta (CONAVI Diagnostico, 1989: 
110). This long period of growth has affected the housing market in several ways. 
Urbanization occurred as people migrated to growing cities in search of jobs 
creating a strain on urban markets, but even more significantly construction of 
homes was simply unable to keep pace with growth. In 1982 and 1983 a cessation 
of dam construction combined with depleted monetary reserves and a high 
national deficit sparked high unemployment and high inflation (CONAVI 
Diagnostico, 1989: 114). This crisis virtually shut down new construction in 
Paraguay and the gap between growth and production multiplied. 

Administrative development. A. housing deficit has been a problem long in 
the making for Paraguay but administrative and financial resources to alleviate 
this problem have not been available until recently. Until 1966, Paraguay did not 
even have a housing ministry and informational gaps were widespread. The 
Paraguayan Institute for Housing and Urbanization (IPVU) was created in that year 
to build housing for the poor. However, this structure was largely inefficient in 
serving the country, especially rural areas. !PVU's projects focused on the area 
around the capital and any activity outside of the capital was located in 'the 
primary cities. In its entire 22 year existence, IPVU built only 5906 houses or 
11.8 percent of all public sector houses provided to date (CONAVI, Memoria, 
1993: 154). Deemed inadequate, additional measures were taken to expand the 
housing supply in 1973. Thus the National Housing Bank (BNV) and the National 
Society of Savings and Loans for Housing (SNAPV) were born. 

Created with funds from the United States Agency for International 
Development (USAID), BNV and SNAPV were made legal entities of unlimited 
duration and the BNV was given its own financing. The BNV's goal was to facilitate 
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and promote financing (through the SNAPV institutions) for the acquisition, 
construction, improvement and amplification of housing as well as the land upon
which to build housing (CONAVI Diagnostico, 1989: 284). Of the start-up funds,
$100,000 was marked to develop the administrative capacity of the National 
Housing Bank. The goal of this action was to generate an efficient system through
the establishment or improvement of legal proceedings, administrative and 
accounting functions ol the bank. 

The remaining funds, (US $2 million) were used as starter capital for the 
savings and loans. The SNAPV system created a set of savings and loans with a 
housing mission. These institutions were to provide loans for the 'middle' income 
sector. (CONAVI Diagnostico, 1989: 284). While these banks made other types of 
loans, the primary goal of SNAPV banks was to provide loans for housing. 
Unfortunately the housing deficit and overcrowding are most common in the 
lower middle and lower income economic strata and SNAPV institutions were not 
created with this group in mind. As housing problems have continued to persist,
the current administration of Paraguay has revised IPVU, the BNV and SNAPV 
institutions in hopes of responding more effectively to housing needs. 

The creation of CONAVI. With a new government in place, President 
Rodriguez created the National Housing Council (CONAVI) in 1989. CONAVI was 
created as a part of the National Savings and Loan system (BNV) (CONAVI Memoria, 
1993: 15) and at first was viewed as a consulting body on matters of housing. Its 
specific objective was to bring together organizations dedicated to solving the 
housing problem in Paraguay. (CONAVI Diagnostico, 1989: 285). However, 
CONAVI was formally legalized by a congressional law in 1990 and IPVU, formerly
charged with coordinating programs with CONAVI, was dissolved (CONAVI,
Memoria, 1993: 19) . Thus the design and development of a "National Plan for 
Economical Social Interest Housing" became the task of the newly created CONAVI. 
CONAVI has set out to promote, finance and execute, through SNAPV members as
 
well as other public and private entities, its plan for low cost social interest
 
houses. (CONAVI Diagnostico, 1989: 285).
 

The actions of 1989/1990 se in place the general structure for housing
provision unde: the public sector and parts of the private formal sector. A few 
years before the creation of CONAVI, SNAPV lost its subsidy from AID and became 
a commercial group, with 30 to 40% of its lending portfolio in housing (Sorenson 
Interview). SAPV now acts as the regulating body for its member institutions 
(Interview with Sorenson). Other private lending institutions exist in Paraguay 
but they do not lend for housing , or do so only rarely. It is the six institutions 
which belong to SAPV that are the primary private lenders for housing. 

Paraguay's demand is illustrated by its housing deficits. 

When analyzing the housing market, housing deficits may be seen as 
demand. The housing deficit in Paraguay is both quantitative and qualitative.
With a population increase of 36 percent from 1982 to 1992, Paraguay's housing
facilities, while also growing, are overburdened (Censo De Poblacion, 1992).
Because information for a more recent year is unavailable, figures from 1982 will 
be used to demonstrate some of the problems in current Paraguayan housing. 
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Overcrowding, with two or more families in one house, unsanitary 
conditions with open sewage in the streets, lack of garbage collection, and a lack of 
infrastructure, not to mention poor quality construction and materials are all 
problems for Paraguay. Access to housing is heavily restricted by the current 
finance systems. A mortgage system is practically nonexistent in Paraguay and 
many people are shut out from the lending programs that do exist. This factor is 
intertwined with quality because people cannot afford to construct sound homes 
with adequate space and are forced to build as they can afford to, building out of 
income rather than financing. 

Overcrowding. Like the Latin American markets described earlier, Paraguay's 
market suffers from a supply deficit attributable to severe overcrowding and poor 
quality construction. Overcrowding is a huge problem, especially in Paraguay's 
rural areas. A seemingly positive indicator in terms of demand is the average 
number of persons per household. In 1982 the average number of persons per 
household was 5.2 and by 1992 had decreased to 4.8 (Censo de Poblacion, 1982 
and 1992). A closer look at the numbers reveals that Paraguay's situation is not so 
easily reconciled. In 1982 the national average number of rooms per house was 
2.8, but only 2.3 in rural areas. At the same time, 48 percent of all homes had 
only one bedroom (CONAVI Diagnostico, 1989: 136). The total percentage of 
deficient houses, measured by overcrowding was 55 percent. (CONAVI, 
Diagnostico, 1989: 149). Obviously the number of persons per household is 
misleading. A one bedroom home is not sufficient for five people. Statistics say 
nothing of room size or more qualitative factors (such as the presence of animals 
in the house) that affect overcrowding. 

Qualitative deficits. The conditions in which people live is possibly the best 
indicator of demand as practically every family can create some type of shelter. 
Measured in terms of a lack of services and poor construction, the qualitative 
deficits in Paraguay are astounding, Although the percentage of homes in 
Paraguay with unacceptable or doubtful water supplies was 79.5 percent in 1982, 
this figure was 98.8 percent in rural areas. Waste water facilities fared only 
slightly better with national and rural percentages of 62.4 percent and 81.5 
percent respectively (CONAVI Diagnostico, 1989: 145). Using construction and 
material quality as an indicator, the same study that uncovered the above figures, 
found that 51 percent of homes in Paraguay had floors that needed replacing, 55 
percent needed new roofs and 52 percent needed new walls. While the total 
number of houses in urban areas that needed all three was only nine percent, it 
was 52 percent in rural Paraguay (CONAVI Diagnostico, 1989: 136 and 138) 

Numerical deficits. Paraguay's National Housing Council has also projected a 
numerical demand for housing in the nation. The running deficit according to 
CONAVi is 15,000 new homes per year and the standing deficit is 200,000 
(CONAVI Diagnostico, 1989: 154,156). These figures were based on the 1982 
Census and while production has likely increased, so has the number of people in 
need of homes. In the meantime, the existing homes have declined in quality. 
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Housing production in the formal sector is provided by several
 
entities, each of which targets a specific income range.
 

In order to create a better picture of who supplies each portion of the
population with housing a discussion of the wage system and distribution of 
wages is necessary. Paraguay uses a system of minimum monthly salaries. 
Currently adjusted twice a year in order to ensure that wages keep pace with
inflation, the minimum monthly s'alary is paid to formal sector, full time workers.
In July, 1993, the minimum monthly salary was three million guaranies or 
roughly US $175. Many workers, however, are not paid the minimum salary. With 
an unofficial underemployment rate of sixty percent, a large amount of workers in
Paraguay are not making the minimum salary (Sorenson interview, 1993).
Informal workers wages are completely unregulated and even legal work may not 
be paid the minimum wage. For example, a carpenter who works for himself and is
employed on a day-to-day basis charges by the job; market prices for labor may
not allow him to pay himself the minimum monthly wage. 

Table 1 illustrates the distribution of wages in Paraguay for urban areas,
demonstrating what portion of the population is in each group. Workers in rural 
areas undoubtedly earn even less. This distribution allows an idea of how many
people are affected by various housing programs. Each financing institution works 
within a range of minimum monthly salaries. These salary ranges and their target 
groups will be highlighted as they arise. 

Table 1: Distribution of Monthly Family Incomes 

..... ................- a.m .:o. i , onthly - ncom e.,
 * e1s. 
up to .75 7.5 127.500 Gs 

.72 to 1.25 25.0 236.910 Gs 
1.25 to 1.5 6.4 341.160 Gs 
1.5 to 1.85 ' 7.8 398.231 Gs 
over 1.85 53.3 825.208 Gs 

Source: 1991 Hedonic Survey, Bureau of Statistics and Census, Asunci6n. 
from: Interamerican Development Bank Proposal for Loans to 
Support the Reorganization of the Housing Sector. Unpublished 
report to the Board of Executive Directors, 1993: 8. 

Public sect'or supply. All public Sector housing in Paraguay is provided by
CONAVI. From its creation in 1989 to the present, CONAVI has provided 15,496
'solutions'. Solutions are any type of housing solution, including new homes, loans 
for homes, home improvements and loans for improvements. CONAVI has several 
types of programs to aid in housing production. These include self help (Ayuda
Mutua), building on an owner's lot (Construcci6n en Lote Propio); CONAVI
constructed settlements (Construcci6nes Econ6micas); and loans to individuals
(Viviendas Productivas) and groups (Viviendas por Cooperativas) to finance 
construction. The amount of each type of solution provided since the creation of 
CONAVI is outlined in Table 2. In the past year, as the administrative capacity 
and experience of CONAVI have solidified, production has increased and in the 
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past year, CONAVI provided 9382 solutions. Table 3 outlines the location of each 
building project completed by CONAVI. The totals show that production has been 
almost equally divided between urban and rural areas. 

Table 2: Quantity of CONAVI Solutions by Type 

1989/1990 
Type Quantity 

Ayuda Mutua ' 5 8 
Viviendas Econ6micas 173 6 
Viviendas de Interds Social 2 3 5 

1991/1992 
Type Quantity 

Ayuda Mutua 47 
Viviendas Econ6micas 3399 
Viviendas Productivas 2 5 
Viviendas por Cooperativas 405 
Construction in Lore Propio 20 9 
"..:-- TOTAL __ __" ________408 

1992/1993 
Type Quantity 

Avuda Mutua 514 
Viviendas Econ6micas 6314 
Viviendas por Cooperativas 8 63 
Construction in Lote Propio 7 8 
Prestdimos por Viviendas 16 13 
Econ6micas (NGO's etc.) 

..... TOTAL ~ 9382 
1 5496TOTAL FOR ALL YEARS 

* Total runs through April 20, 1993 

Source: CONAVI Memoria, 1993: 152. 

Table 3: Completed CONAVI Projects by Year 

1990 
# Location Quantity of Houses 
1 Nemby V 170 
2 Fernando de la Mora 160 
3 Mariano Roque Alonso 75 
4 Mariano Roque Alonso 501 
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Table 3 (cont): Completed CONAVI Projects by Year 

1991 
# Location Quantity of Houses1 Limpio 50 
2 Cocuerd 40 
3 Itaugud 50 

4 Cavihtd ,_50
5 Itd 50 
6 Pedro Juan Caballero 5 0 
7 Villarrica 50 
8 Caaeuazii 144 
9 San Lorenzo 100 

10 San Juan Bautista 3 0 
1 1 Limvio 50
1 2 Villa Haves 20 
1 3 Ciudad del Este 5 0 
14 Concepci6n 100 
1 5 Coronel Oviedo 137 
16 Caazapi 40 
17 Caviatd 360 

1992 
# Location Quantity of Houses 
1 Hernandarias 145 
2 San Lorenzo 150 
3 Yaeuar6n 550 

4 Capiatd 200 
5 Caacup6 50 
6 Luaue 1007 Carapegu. ' 50 

8 Limvio 47 
9 Aregud 100 

1 0 Itaugudi 100 
11 1Lunue 100
12 Ypacaraf 50 
1 3 3an Lorenzo 100 
14 Ciudad del Este 100 
1 5 San Ignacio Misiones 60 
1 6 San Antonio 100 
1 7 Mariano Roque Alonso 1 00 
18 ItaDda 100 
i 9 Villa ElisaI 100 
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1993 
# Location Quantity of Houses 
I Villa Elisa H 100 
2 Caaguazii 50 
3 Hernandarias 100 

4 Coronel Oviedo II 100 
5 Limpio 90 
6 San Antonio 200 
7 .embv' 100 
8 Capiatd 25 
9 Presidentf, Frar.-:, 10 0 

10 San Estanistao 100 

Source: CONAVI Memoria, 1993: 148-151. Settlements in italics are in the 
metropolitan area surrounding Asunci6n. 

Although CONAVI has made a significant contribution towards the annual 
deficit its methods apparently suffer from some of the problems shown to be 
characteristic of Latin American housing markets. CONAVI construction is typical 
of government built housing, with poor design (physical and theoretical) and 
construction, a lack of crucial social facilities such as churches and schools and 
poorly thought out locations. In addition, CONAVI programs do not necessarily 
reach those most in need. The greatest number of CONAVI solutions have been in 
its low cost housing settlements (table 2). Other projects have increased in 
numbers and plans to implement more are underway. CONAVI settlement projects 
are not legally allowed to provide housing for those making over two minimum 
wages, but their loan packages work with people earning considerably more. 
Therefore although some financing has been provided for the poor, it is only 
within rigidly defined programs. Other projects are designed for higher income 
groups leaving the very poor unreached. 

Non governmental organizations and cooperatives also attempt to 
provide 'public interest' housing. 

Other groups supplying public interest housing in Paraguay are 
Cooperatives, and non governmental agencies (usually the church). While these 
are private institutions, their projects are largely oriented towards the public
interest. On a national level, none of these groups is supplying a significant 
amount of housing and most of their projects are concentrated around the capital. 

NGOs. Active primarily in the metropolitan area of Asunci6n, non governmental 
organizations (NGOs) that have responded to the housing problem in Paraguay are 
the Comit6 de Iglesias, the Equipo Nacional de Pastoral Social, and Obras Sociales 
Salesianas (OSS). The overall goal of these groups is seeking alternatives to 
housing production for the poor and the organization of the poor. The Comit6 de 
Iglesias is the oldest of the three, beginning its housing work after a 1979 flood in 
the capital area (Moringo, 1991: 108). The Pastoral Social began its work in 1980 
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and OSS started in 1983. Like the Com.t6 de Iglesias, neither of these groups hasconstructed large amounts of housing and the Pastoral Social ceased working
housing construction in 1986. 

on 
From 1980 to 1986 it built 216 houses while OSSbuilt 473 from 1983 to 1990 (Moringo, 1991: 110). Despite their lack ofproduction, the NGO approach to housing provision is quite interesting. The mostactive group, Comit6 de Iglesias provides an excellent example of a public interest 

housing project. 

The church's view towards housing provision is very different from that ofCONAVI and other public inteiest groups. The Comit6 sees its relationship togovernment as complementary, despite conflicting ideologies. The goal of theComit6 de Iglesias is not to solve Paraguay's housing problem through massconstruction of housing. It is to create settlements which form a community basefrom which citizens may improve all aspects of their lives. In the past year onlyabout 300 new homes were built through the church; the majority of these were insemi-rural areas surrounding the capital (Caa goso interview, 1993). 

The program is self admittedly ur.economical, as it only recoupsapproximately fifty percent of its monetary investment (Cargoso Interview, 1993).Monthly payments are made by the families involved but this is only to recuperateland costs. Materials and administration costs Lre lost. The Comit6 de Iglesiasbuilds, through mutual aid of the owners, entire settlements rather thanindividual homes. By building a nucleus of people, the church attempts to createsolidarity in the neighborhood that can help the group to solve other problems in.the future. These are environmentally sensitive programs that do not raze land in
order to construct. (This is seen as one of the major pitfalls of CONAVI by the 
Comit6). 

The process for creating a settlement is quite lengthy and involved. Firstthe church must seek grant type funding (rather than loans) to buy land upon
which to build. Much of this is foreign aid from 
 churches and other organizations.
Secondly, meetings are held among the people that live in the area of the futuresettlement. Attendance at a series of meetings are required of interested persons.This is part of the church's attempt to create solidarity. In these meetings thepeople decide what their needs are., what possibilities they have to fulfill these
needs, and also make a technical analysis of the land 
 and construction materials

and methods to be used. Thirdly, teams of families are 
 formed, each containingfour to six families. Occupational skills such as carpentry and electricalengineering are divided among groups as much as possible and leaders arechosen so that each team will have the necessary skills to complete its ownhousing. Finally work begins. Construction is only done on Sundays in order toenable participants to continue their normal work schedules. Periodic generalmeetings of all families involved in the settlement are held to discuss rights of the 
owners and needs, abilities and disabilities of the groups. 

As illustrated in the description of how settlements are formed, theChurch's goal is one of social and political mobility of its participants. While notexactly radical in its stance, the church seeks to inform and empower itsparticipants with the tools to solve problems for themselves and to participate inthe larger political sphere. In adition to these settlement projects the Comitd deIglesias has a department for the defense of land. This department seekslegalization of occupations through purchase or grant and also conducts a programfor environmental defense which educates people about sanitation problems and
implements improvement projects for contaminated water. 
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Cooperatives. Cooperatives began in Paraguay in the 1960s primarilyagricultural entities. Until recently national support for 
as 

coops was almostexclusively in rural areas. Under President Stroessner, financing coops got either no support or were repressed. The first cooperative laws were created around1973 and are currently under revision. Since 1989 the number of cooperatives inParagaay and the number of people in the savings and loans system has doubled.(Sorenson interview, 1993) ihdicating that cooperatives have promoted the use of
savings and loans among lower income groups. 

Cooperatives are not necessarily special interest groups, as in the UnitedStates, but function more similarly to a credit union. While some special interest
cooperatives do exist, for members of a specific profession for example, therequirements for membership are usually more open. To become a member onemust attend a talk or workshop about the cooperative and keep a minimumsavings balance. As a loose rule, cooperatives only keep about 30 to 35. percenttheir lending portfolios in housing (Sorenson interview, 

of 
1993). Construction ofhousing only occurs at larger cooperatives. The rt.ason for the low percentage ofhousing loans among cooperatives is due to the risky nature of these loans.Borrowers generally do not have collateral that is worthwhile to the andinstitution 


are only able to make small payments.
 

Credi-Coop. An interesting development unique to Paraguay is Credi-Coop.Created by USAID in 1991, Credi-Coop is an umbrella group for cooperatives(currently there are eighteen members with US $1.3 million in loans) thatprovides a financing line for individual coops to make housing loans. This projectworks in coriunction with CONAVI in that it acts as a guaranteeing institution.
Credi-Coop guarantees CONAVI loans to cooperatives. While no new construction

has been undertaken by Credi-Coop, it has provided 918 solutions since its
inception. Approximately 50% of these 
 solutions consist of home expansions, 30% are new bathrooms and 20% are new floors, androofs other improvements
(Sorenson interview , 1993). 

Credi-Coop attempts to reach ome of the lower income groups in Paraguayby providing loans at a subsidized seven percent interest rate for those earning
between one and two minimum monthly salaries. This rate is used only in loans
that are connected with CONAVI. Other at
loans cooperatives are made at market
or near-ma-ket rates. One aspect of cooperatives that does allow them to reach
 some of the informal workers is that rather than requiring a formal wagecertificate, members oftenare allowed to have other members of the community

vouch for their income (Sorenson interview, 1993).
 

International aid to the housing market. Another possible development inthe provision of housing and access to financing is a loan proposal by theInteramerican Development Bank to support the reorganization of the housingsector. The goals of this project are: 1. to help the government reorganize thehousing sector in technical, financial, economic, legal and administrative aspectsand 2. to help raise the quality of life for 12,500 low income families by giving adirect subsidy to purchase housing on the private market. The program wouldprovide a total of US $54 million divided into three areas: $25 million for directhousing subsidies, $25.2 million for a rediscounting fund and 3.3 million for
institutional strengthening (1DB Proposal, 1993: 20-23). 
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As the IDB proposal states, four different income groups would be targetedby the program for various levels Thisof aid. structure is as follows: 

Group A, over, two minimum monthly salaries (US $371). For thisgroup, the project would simplify the formalities and streamlinerequirements for borrov(ing on privatethe market. 

Group B, 1.85 to 2 minimum monthly salaries (US $343-371). Inaddition to the previous goals, the wouldstate offer a rediscount linefor mortgage loans extended by the private sector and administeredby second tier financial institutions (currently BNV). These loanswould, under market conditions, offer resources at real interest 
rates.
 

Group C, .75 to 1.85 minimum monthly 
 salaries (US $140-343).Just over 39 percent of all urban families fall into this incomegroup. These families would refer directly to private forthe marketconstruction and financing thebut state would extend directhousing subsidies to supplement savings and mortgage loans. Thisprogram would be executed through CONAVI and the abovedescribed rediscount line would also be available. 

Group D, Less than .75 minimum monthly salaries (US $140 orless). Under the proposal the state will build housing options withsites and services and a sanitary core unit which consists of oneroom with a bath. Implemented through CONAVI and NGOs anexplicit subsidy would awardedbe that would be directly discountedfrom the sale price, based on a family's income. Because thesefamilies can only pay a very small amount each month, CONAVI willextend a termlong loan 
not 

which will add the unpaid balance (that haskept up with the inflation rate) to the end of the loan. As theseloans get paid back this money will be transferred to NGOs with thestipulation that the money be reinvested in the same communities. 

The private sector supplies housing financing through the system ofsavings and loans for housing. 

Formal private sector. Formal 
market in 

sector housing as provided by the privateParaguay is represented by the number of loans given by SAPV banks(table 4). Quite a few loans for housing were granted in the past year, but notevery bank appears to be loaning to full capacity. In addition, as the interest ratesshown in Table 5 indicate, only those in the upper income brackets can afford toborrow money from these institutions. Requirementsrequiring large of 
for loans are also strict,amounts paperwork. Many people would rather build theirhomes as they can afford to rather than undertake a loan application. 
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Table 4: Number of Loans per Month for SAPV Banks, Year 1992-1993 

MONTH Progreso H. Propio Ah. Parag. Itapua 0 Rape Solar TOTALJAN92 0 2 5 144 118 82 42 -%,:ZO4FE B 92 0 9 144 98 132 50...9
MAR 92 0  19 174 100 286 53APR 92 0 12 115 8 3 100 51
MAY 92 
 14 950 " 	 120 131 48 .4-g08JUNE 92 0 2 0 1 1181 156 231 49 . 7,'JULY 92 0 20 74 139 528 58 .Si.AUG 92 0 18 93 146 58 0 6 0SEP 92 0 74 	 .- 8°9,-:"15 	 133 141 47 , Y4J"' O 

OCT 92 0 17 28 123 (r:-Yir,171 4 5 3;8,4
NOV 90 
DEC 92 10 

2 8 43 136 141 5 0 1 !.3Z9g829 68 134 2391 36 .. 5".76JAN 93 0 17 36 96 82 25 :y-,: .:.275 6FEB 93 0 17 64 120 132 18 3:s:MAR 93 0 30 90 111 1461 42 .. 4.",APR 93 2 22 77 99 788 18 .L-OO 3 

Sources: Boletfn Estadfstico Ndimero 9, 1992: 17 and Boletfn Estadfstico
Ndmero 10, 1993: 18. 

Table 5: 	 National Interest Rates for Paraguay's Financial System
(monthly averages annualin percentages) 

Institution 1992 1993 
low/hieh average low/high averageSAPV Banks 27.53/31.59 29.22 25.50/32.24 29.90CONAVI 14/20 , 14-20 14/20 14-20Cooperatives 30/33 30-33 30/33 30-33Commercial Banks 40.43/44.18 41.98 45.11/45.66 45.42 

Source: Unpublished data from the Superintendent of Banks and the Banco
Nacional de Vivienda, 1993. 

With a current inflation rate of eighteen to twenty percent, the SAPV bankshave exceeded that rate by ten to twelve percent. The lending rate atCooperatives, which deal with financially more 'risky' clients, charge the 	 same asSAPV banks if not more. As a po'nt of comparison, commercial banks, which donot loan for housing but tend to make consumer loans of a short term, charge ratesdouble the inflation rate. These short term loans are occasionally used to completehousing projects. The contrast between these ratesall lending and the subsidizedCONAVI rates clear. 5is Table shows that CONAVI charges rates that vary frombelow the inflation rate up to it, dependent upon the program. 
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The preceding discussion of the national housing market shows thatParaguay follows the Latin American trend. Significant housing deficits exist andsupply is restricted by financing. The sectorpublic provides housing from acentralized agency. This agency's programs thefor very poor are limited tobuilding settlements which have several design limitations. The privateprovides loans for housing but not sector 
at a level t'at has a significant impact on thenation, the ralesinterest provided by the private sector are also prohibitive for

the majority of the population. 

Case Study of Encarnaci6n 

Encarnaci6n is regionala growth center with high levels of housing
construction. 

The city of Encarnaci6n provides an excellent case for a closer lookhousing market because of dynamic of 
at theits level growth which has subsequentlycreated a high level of housing production. People of all income levels are buildinghomes in Encarnaci6n, making the city abundant with examples of dwellings aswell as financing methods. Despite the high level of production, a housing deficit,typical of Paraguay, is present in Encarnaci6n. This deficit is not just a numericalone but manifests itself in the quality of the units built as well as overcrowding ofthese units. Despite this apparent housing deficiency, land invasions areunknown to the city. 

Encarnaci6n is growing rapidly for many reasons. A thriving commercialcenter, located on the border with Argentina (map 1) international trade is heavy.The retail sector is especially large and vendors crowd the streets to compete forArgentine patronage. Prices are in bothgiven currencies, indicating theabundant trade from Argentineans crossing the border to buy goods at a lowerprice. Even staples such as food and clothing are less costly in Encarnaci6n than inneighboring Posadas due to a price differential. This large commercial sectorattracts many people to the area with the promise of work, and migration is heavy. 

Another growth factor is the geographic and political position ofEncarnaci6n. The capital of Itapua district and the only significant citylarge radius, Encarnaci6n is regional (map 2). 
within a a center Migration occurs aon statelevel as well as internationally. A high level of construction exsts due to thisposition as a regional and economic center, (estimated to have increased 100%from 1990 to 1992) and lures unskilled migrants into the city. (Gonzalez

interview, 1993). 
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Map 1: Position of Encarnacidn Within Paraguay 
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Map 2: City of Encarnaci6n 

to Asunc16n . -' " " " 

to Ciudad del Este' 

Parana River \ 

municipal border .oriver :........... . .. • 
 ' \I 

urban neighborhood 

growth areai 

commercial zone j J 
marginal area I 

20
 



All indicators point towards sustained growth for Encarnaci6n over the nextdecade. A new hydroelectric dam thein area and the impending MERCOSUR tradeagreement will boostboth Encarnaci6n's position as a commercial center.importantly, the dam, Yacyreta, due to begin the first of three 
Most 

stages of flooding inSeptember of 1994 and to be completed within three years, will make Encarnaci6na port and open the city to further regional trade with Argentina and Brazil as wellas wider international (Gonzaleztrade interview, 1993). International trade willalso be bolstered by the MERCOSUR trading pact with Uruguay, Brazil andArgentina. Before complete occurs,flooding however, the relocation of people,housing, bridges publicand buildings will provide more jobs in the constructionindustry adding to growth and the housing problem. 

Housing demand in Encarnaci6n, qualitative and quantitative, is theresult of high growth. 

Growth is also an indicator of increased demand. The average annual rateof growth in Encarnaci6n from 1982 to 1992 was 3.7 percent (Censo Nacional. 
highest growth1992: 6). This is the fourth urban rate in the nation as reportedby the Census. The two highest growth rates, Ciudad del Este and Asunci6n,respectively, were in well established urban and theareas reflect common rural tourban migration pattern. Encarnaci6n's growth, however, is also due tocommercial factors. The actual population increase from 48,006 persons in 1982to 68,962 in 1992 (Censo Nacional. 1992:6) represents an increase of nearly 44percent in years. 1992 numberten In the of houses in Encarnaci6n was 15,299(Censo Nacional, 1992: 14). Comparing the population with the number of housesshows that the average number of persons per household in city forthe 1992 wasroughly 4.5. thisWhile figure is actually lower than national levels, local sourcesestimate that the actual housing deficit is far worse. With an official deficit of2500 houses (Zdrate interview, 1993), Encarnaci6n makes up one-sixth ofnation's deficit of 15,000 units per year. Yacyreta dam is due 

the 
to displace another7000 families, more than doubling the physical deficit (Gonzdlez interview,

1993). 

Table 6: Demand Indicators for Encarnaci6n 

Growth Population Increase Number People QuantitativeRate 1982-1992 I
of Houses per House Housing Deficit

actual percent actual I Projected
3.7 20.956 44 15,299 4.5 2500 9500 

While numbers are important, the quality of housing can be the bestindicator of a deficit. If 4.5 people are living one room, then a demand existsthat is not charted by the pure facts. 
in 

A qualitative exists manydeficit on levelsEncarnaci6n. Inadequate housing units lack access to electricity and sufficient
in 

amounts of clean water, and are structurally unsound. People often live inunsanitary conditions. Spatial deficiencies are overwhelmingly common. A typicalpractice, indicative of demand is the illegal subdivision of lots. In this practice anowner will divide his property three four out one.to create or lots of Additional 
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units are then built on the land and rented. This creates a crowded situationwhich is neither regulated nor taxed by government. 

Throughout all socioeconomic levels,situations, renting is quite common as 	
including precarious housingin the above example or in 	 a legalWhile renting is better than 	 manner.no home, it may be considereddeficit. Paraguay's population is not as mobile 	

an indicator of a 
asand 	 those of more developed nationspeople tend live into one place for long periods, if not their entirerenting a home is not 	 lives. Thusonly unecbnomical but promotes transienceinvestment in 	 and a lack of 

make 
the area. A renter, seeing the situation as temporary isimprovements. As time goes 	

less likely toby, however, the temporary situationlong term, yet the 	 becomesproperty and livingthe conditions have only deteriorated. 
The municipal department 

the population 
of statistics in Encarnaci6n estimates that 43percent of does not own their own home.population either rents lives other 	

This portion of theor with family members inOften multifamily dwellings 	 a crowded situation.created out of what was formerly aunits are generally overcrowded 	 single house, rentalas well. The statistics departmentsixty percent 	 estimates thatof the population lives in these overcrowded conditions. (Baezinterview, 1993). 

Housing financing in Encarnacidn 
banks. The 	

is provided by CONAVI andmunicipal register 	 SAPV
also indicates the formal housing

supply. 

Formal public supply. The public sector, represented by the NationalCouncil (CONAVI) only covers a very small 	
Housing 

amountEncarnaci6n. 	 of the housing supply inThree of the CONAVI projectshousing construction (Viviendas Econ6micas), 
are offered in the area: economical 

construction self help (Ayuda Mutua) andon owner's lots (Construcci6n en Lote Propio). 

With its regional office opened in June of 1992, CONAVI hashousing construction 	 two low costprojects in the ncarnaci6n area,completed. 	 only one of which has beenThese are Trinidad, with 100 houses, and underSanto Domingo with 200 houses. 	
still construction,

These settlementshomes with one, two 	 are groups of economicalthree bedrooms (usually two). Allor 	 basic if'rastructurebeen provided, including 	 roads, hasseptic systems, water supply and electricity.Geared towards people earning one
$350) these homes are 

to two minimum monthly salaries (US $175. financed by yearten mortgagespayments of 62,000 guaranies (US $37.). 	
with average monthly

Clearly this is affordable housing,especially when considering that precarious rental units canguaranies per month, 	 cost 100,000but other problems that supersede cost are present(Zarate interview, 1993).	 
may 

These projects are designed cater
they 	

to to the population of Encarnaci6n yetare located outside the 	 main city (twenty two and tenrespectively) 	 kilometers,and transportation into the isremote 	
city infrequent and expensive.location makes employment more difficult 	

The 
and contributesother services. While there a 	 to a lack of 

project), the presence of a 	
is school near the Trinidad settlement (a Peace Corpchurch, policemen and telephoneslimited social life due 	 are sorely missed. Ato the distance from 'town' 	 isthese settlements also a factor in the ability ofto succeed. One resident of Trinidad, while personally satisfied 
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with her choice to move there, cited the lack of sidewalksrests on a downhill dirt slope) and grass (the settlementas well as the small size of the houses and lotscommon complaints by prospective tenants. 
as 

And in fact, many units remain 
.vac ant. 

The self help program in Encarnaci6n is targetedgroups. Currently CONAVI is 
towards cooperative type 

level 
working with a teacher's association. The incomeof these groups is in the one to three minimum monthly salary range,usually at the higher but isend of the scale, approximately

extends credit to the group as whole 
US $525 per month. CONAVI a which then builds its ownguidance from housing withCONAVI. The association decides whichfor the members will receive loansnew housing, and then is responsible for repayment to CONAVI as whole(Z.rate interview, 1993). Although a

the teacher's grouphas was self formed, CONAVIbeen instrumental in fostering the solidarity, organization and leadership ofthe group as well as providing technical assistance. 

The second loan program, building
targeted towards income 

homes on owner purchased lots islevels of
again tending 

three to five minimum monthly salaries, oncetoward the upper end
24 

of the scale (US $875.). In this program, up tomillion guaranies (currently about US $14,000) canyearly interest rate of 18%. 
be loaned at a subsidizedThis is to be paid back over a fifteen year period.approximate monthly payment in this program 

The 
is 400,000 guaranies (currentlyUS $235.) or 1.3 minimum monthly salaries

that cannot be paid 
but loans will not exceed an amountwith 25% of the borrower's monthly wage (Zirate1993). This interview,program is anot factor

authorized in March, 1993 and has 
in the most recent supply because it was onlynot yet been implementedObviously, in the area.other than the settlement housing built by CONAVI, there noprograms available for the are very poor, making two or fewer minimum monthly

salaries. 

Formal private supply. Housing
Encarnaci6n. From 

of all types is currently being built inthe most basic shelter to luxury homes, constructionthroughout aboundsthe city, especially in the northern subdivisionsmunicipal (map 1). Theregister of construction permits highlightsconstruction formal private sectorfor the past year. As the following chart indicates, the most commontype of dwelling is a house without a commercial attachment. Thequality level is 'good' most commonwith 'average' and 'luxury' construction levelsclose to one extremelyanother. Each quality category indicates a levelmaterial of construction andquality and highera price per square meter,infrastructure. as well as increasedA definition of each category is found in Appendix A. 
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Table 7:1992 Registered Construction in Encarnaci6n by Type and Class 
-- -------- t Classification 

Number PercentaeT So Economica Averaorl rme LuxurGood fHWusorke 15--a 69.6 

Business to h v o r -c a v56y s l 6p 1 to f
 
with House
Apart_ment in a . O rs2 5 1 1!5--1------ fBusiness - - - - - - 5 ,-1

with Apt. :22 1011.
 

TO- 2'1 T 1 nn'I:0 , .. ... 0
. ' Percentage 1 27.2 ,.,,...5 0 ....2 2 2 ._........
6 

Source: Unpublished Municipal Registration Records, Department of Public
Works. Encarnaci6n, Paraguay. 

Registered housing, however, only reflects a very small portion of thegrowth occurring in Encarnaci6n. One reason for the low registration rate is thelevel of difficulty involved in registering new 
an 

a construction. Besides title theland, architect's toblueprints in triplicate, taxpieces of payment and numerous otherpaperwork must filed then
people simply cannot afford 

be and approved by the municipality. Many
to undergo such a process. Others do
for this process to not want to waitbe completed. Registration can takepeople who months, therefore manyhave sufficient money and even hire an architect for their plansnot register their construction with dothe municipality (Martinez interview, 1993). 
Another indicator of formal private sector construction is numberbank loans made for housing in 

the of 
Encarnaci6n, only three are 

the past year. Of the thirteen banks inaffiliated with the Savings LoansSystem (SAPV) and and for Housing 
loan 

give loans for housing construction or additions. Thestructure, as illustrated in Table 8, is 
basic

stringent, making it unaffordable to many. 

Table 8: Basic Loan Structure for SAPV Affiliated Banks in Encarnaci6n 

ITAPUA AhorrosPara ua os SOLARMaximum loan up to 50% of up to 50% of up to 80% ofamount appraised land value appraised land value appraised and value 
term length 36 months up to 5 years 6-10 years 
interest rateA 28 % 30-34% 28% 
minimum salary ofborrowers * 1/4 of loan amount 1/4 of loan amount 
estimated number of 
loans for 1992 50 5 5 

A yearly interest rate. * The average reported by Itapua was 5 minimum
monthly salaries. Source: Inquiries at each bank made by the author,July 1993. 
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As shown, interest rates are extremelynecessary high and a relatively highto be able to pay back salary isthe loan on the bank's terms.also eliminate many But requirements 
as 

potential applicants. The requirements toare stringent, if not more so, obtain bank loansthan those required forThe applicant must have a 
municipal registration.savings accountmade with a certificate from 

at the bank, a loan application must bethe municipality stating thatpaid, a formal salary declaration,, identity 
all taxes have beendocumentsrequired. and other formsBanks do require registration are alsofrom the municipalitywork proposal including the and may ask for anumber of workers, a list of materialsfor each. Additional and the coststechnical requirements werebanks in Encarnaci6n. made by at least one of theOnly those that can afford, bothchronologically, to financially andmeet those requirements, canbanks do exist obtain a loan. Other commercialbut these banks do not 

small 
loan for housing. Their primary loans areconsumer loans with short terms.
 

Informal 
 market production. The formalentire housing of 
market does not demonstrate thesupply Encarnaci6n 

many people do 
for several reasons. As mentioned above,not register their constructionobtain. Public production is 

and bank loans are difficult to 
low income groups. 

limited and options for financing are not available forThe formal sector may spur informal constructionout a large proportion of by shuttingthe population. The informalthe formal sector and may make 
sector is not isolated fromuse of the formaladvantage of bank loans that 

sector in several ways. To takeare obtainable, many peoplepurposes and secure loans for otheruse them for their homes.
business loan, which 

One common practice is to obtain a smallhas easier requirements,to a home. and then use it to build orThe use of guarantors or cosigners add onof more secure financialensure a personal loan status to 
loans given 

is also highly utilized. Therefore the number ofout does not fully indicate mortgagethe number of loans orloaned amount of moneythat is used for construction of houses. 

Another part of Encarnaci6n's demand market which shutformal financing sector is one is out of thethat is not necessarilyAmbulatory financially disadvantaged.vendors fill the sidewalk withArgentine market. umbrella covered stalls and cater toThis sector theconsists of an estimatedtypically earn considerably 1000 families whomore than average salaries. Sometimesminimum evenmonthly salaries up to ten(Gonzalez interview, 1993).sufficient to This is obviouslypay for the construction and maintenanceconstraints of akeep these families home but other 
ability to prove 

out of the formal market. One problem is a lack
on paper what exactly is earned* per month. 
of
 

stable employment or Without proof ofincome, credit is unavailable. Thereforethis group does not show up in the 
construction byformal records of CONAVI or the municipality. 

Many people finance 
you-go' or financing 

their homes outside of the mortgage market. 'Pay-asout of one's incomePeople gather a sum of money 
is the most common financing method.to begin construction andthat construction themselves. oversee or participate inWhen the moneythe save 

runs out, constructionowner can enough stops untilto add another room, anotherfacilities. Figure wall or additional1 is an excellent example of a home that has been builtThe different construction materials and in stages.
style of the two parts are an obvious signof their different ages. 
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Figure 1: Many people complete construction of their homes whenafford to. they canThis photo illustrates a home undergoing another phase ofconstruction.
 

Both the CONAVI programs and
market with bank lending practices coverabove average income a sector of thelevels. Thosemonthly earningsalaries would even two minimumbe hard pressed to findparticipate. For a loan program inthe extremely poor, which toearning lesssalary both public and private than one minimum monthlysector financing areavailable to this out of reach. The onlygroup are renting options
obtain. or building informally with whatThis housing is precarious in nature funds they canbut is found side by side with otherquality levels. 
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Figure 2: Informal construction is often of good quality but remains 
unregistered for a variety of reasons. 

Figure 3: Precarious housing is typical of the informal sector. 
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Constructed with found materials, the majority of this type of housingland very near 	 is onthe river (map 1), subject to the threat of periodic flooding andwithout complete infrastructure or sanitation services. Water is providedoccasional outdoor spigots and livestock-type animals typically live inside the
at 

house with the family (figure 3). These are overcrowdedconstructions. Some of these 	
and often unsafe 

areas 	 were more established than others and hadobtained electricity. Surprisingly even 	 a large percentage of precarious housingwithout infrastructure is rental property. As previously noted, rental costs can bevery high, especially for someone earning only one minimum monthly salary. Arent of 100,000 guaranies (US $59.) is about 34% of the 	 minimum monthly salary
of US 	 $175.
 

In response to a restricted 
 financing supply, characterizedrequirements 	 by difficultand high interest rates, there 	 is a large informal sector inEncarnaci6n. There are fewalso programs for low income groups to receivefinancing for homes. As illustrated by Encarnaci6n, the administrative capacity ofthe municipality is low due to a lack of technical abilities. Information is poor,making the ability to chart housing developments, ownership and other pertinentdetails. The technical assessor of the municipality strongly feels the lack ofreadiness on the part of the city to adequately handle 	 growth and emphasized thislack of technical capabilities. While growth has been increasing steadily for sometime, 	 the municipal system has only been in place a few years. Proper cadastremaps 	 which detail dwellings, street quality, sewage and electric hook ups as well asother 	 infrastructure are completely missing. Accurate statistics and othermeasures of land use, land value and population data are lacking. This detailedinformation informs the municipality of generai trends in the housing marketwhich 	 is necessary for tax decisions and the creation of policy. Without a rapidimprovement in information, as well as financing methods, housing inEncarnaci6n will become more problematic. 

Conclusion
 

Table 9 shows housing construction for the past 
 year as recorded by formalfinancing and building institutions. The total number accountedwas 16,181. Many of these 	
for by this sector are only solutions, as provided by the public sector anddo not 	 represent new home construction. Loans also do not 	 necessarily represent acompleted structure of good quality. Difficulties in receiving loans keep manypotential borrowers out of the mortgage market. 
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Table 9: Formal Sector Housing Construction for the Past Year 

9382 

6799 

416 
217

Public Private Public Private 

NATION ENCARNACION 

Public construction figures are from CONAVI.only In Encarnaci6n, CONAVIcompleted of 416 has100 the homes. Private constructionrepresented by SAPV loans. for the nation isIn Encarnaci6n it is registered housing whichincludes SAPV loans. 

As indicated by interviews, private sector constructionpercent is only aboutof all housing construction, thirtythe remaining seventy percentinformal sector. is built in theThis would mean that another 37,756 houses builtwent uncounted by government. The informal sector 
in the nation 

for people shutout of the 
is the only response availableprivate sector.requirements for High interest rates, extremely strictloans and formal registration

of the formal sector. 
force many people to build outsideIn addition, a oflack programspopulation for those membersthat have practically no financial of the 

resources contributes to the creationof precarious housing. 

A huge amount of constructionThe role played the 
is uncharted and unregulated each year.in housing sector by municipal governments,the case study, is a limited as illustrated byone. Administrativeinformation systems. capacity is weakened by poorNot only are poor constructionproblems, the amount and a lack of infrastructureof homes escaping taxes and accountabilitygovernment's weakensability to make decisions and thereby weakens 

the 
their responsiveness

to the citizens. 
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Recommendations 

Providing technical assistance and innovative loan programslocal level will strengthen Paraguay's 
at the 

municipalities. 

For an unprepared municipality, rapid growthMigration could be highly detrimental.into urban areas creates spontaneous settlementsinfrastructure. without properIn most cases, this informal construction provides housingof a substandard quality, weakening both the immediate 
that is 

People and larger structures.living in poor conditions have
schools, health 

less access to social mobility as provided by 
way 

care and access to employment opportunities. Theto alleviate and prevent most effectivethese situations is to improveneed of a regional and 
housing. Paraguay is inmunicipal programs, by strengthening housinglevel, municipalities at a localwill be strengthened, creating a stronger decentralized state. 

Localized assistance. Because the Interamerican Developmentplanning to provide Bank is alreadyassistance on the national levelstreamline loan requirements 
through its proposal to 

obvious place 
and create a secondary mortgage market, thefor an AID program is at the municipal level. Assistancecould strengthen both at this levelthe housing market andare the municipality. Municipalitiesin dire need of both technical assistance and housing programs.before problems Action takenarise will strengthen the ability of the municipalitythe needs of its citizens to respond toand would help prevent deterioration of already existingstructures. 

Technical assistance. Urban growth management,strengthening government, an important step tocould be greatly enhanced throughassistance to Paraguay's technicalmunicipalities. By checking growth, a municipality canhelp reduce or eliminate problems
and health problems 

such as squatter type settlements, pollution,caused by unsanitary conditions. By improving itsto and abilitiestrack regulate housing, a municipality willdecisions be able to make more informedand respond more effectively to the needs of its specific neighborhoodsand its population, in general. Effective policy responses are essential to strongleadership. yr 

Loan programs for the informal sector. A municipality also gainsthrough the incorporation of informal strength
sector participantsOne way into the formal sector.to do this is by providing

the needs of people 
more flexible loan programs that account forwho normally buy housing on the informal market. In theof people that have difficulty casefulfilling loan requirementsincome of a certain level) peer lending 

(such as proving a stable
 groups, already in worldwide
business loans, would use for smalleffectively guarantee loansincluding people. in formal 
and provide financing while 

sector is also A 
the sector. The problem presented by the informalsocial. large portion of the population is not accustomedin the formal sector, to actingnor are they used to participatingParticipation in the formal 

in the municipal structure. 
community 

economy will make citizens better participants in theirand the democratic process
programs, at large. by providing innovative loanAID can ameliorate the housing sector as well as strengthen themunicipal structure of Paraguay. 
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Appendix A: Construction Quality Classifications for the Municipality of 
Encarnaci6n per Ordinance Number 209 

ECONOMICAL CONSTRUCTION: 60,000 guaranies per square meter 

Roof 	 corrugated iron or tiles without insulation between roof and 
ceiling. 

Walls coimon bricks or planks with gapsFloor rough or common cement; common ,rough brick; or 
common wood,

Electricity space for an electric meter with one line
Water 	 well water and a collection pit for waste water 

MEDIUM CONSTRUCTION: 90,000 guaranies per square meter 

Roof 	 tile with insulation
Walls common brick or planks without gaps, painted one time
Floors paving stones (thin ceramic style)
Electricity 	 space for a meter with one electric line
Water 	 running water with modern bathroom, collection pit with 

septic tank
Paint walls painted with Cal, a chalk like whitewash 

GOOD CONSTRUCTION: 125,000 guaranies per square meter 

Roof 	 tiles with insulation of tile or large sheets of planed 
wood

Walls common bricks or pressed bricks, painted two times
Ceiling uncorrogated metal or planks without gaps
Floors 	 ceramic paving stones of 7.5 x 15 cn"
 
Paint 	 latex paint without spackling
Foundation 	 stone or reinforced concrete
 
Foundation
 
Top reinforced concrete or planed wood

Electricity space for three electric lines, outlets for television, telephone,

and a line for air-conditioning, and heating
Water Running water with modern bathrooms, sewer line 

connection 

LUXURY CONSTRUCTION: 150,000 guaranies per square meter 

Roof Tiles with tile insulation or varnished wood, no gapsWalls common brick, pressed brick, painted twice
Floors ceramic tiles larger than 7.5 x 15 cm, granite mosaic, parquetFoundation 	 reinforced concrete and smooth wood
 
Paint 
 Latex paint and spackled walls
Electricity 	 space for three lines, tv and telephone outlets, lines for air 

conditioning and heatingWaLer 	 running water with modern 	 bathrooms, sewer line connection-

Source: Unpublished Municipal data from the Department of PubrlI 
Works,Encarnaci6n, Paraguay. 
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