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TO : b r r y  Sidman, DIR/USAlD/Nicaragua 

FROM : Peter Orr, FIS #'7 
' d- 

SUBJECT: Loan Completion Report 

Nicaragua: Earthqi~ake Recovery- Low Cost Housing 
. I  .D. Lcan No.524-F-030 

The Purpose of  the Loan 

The fol lowit~g i s  a complete list o f  the objectives of the loan as they appear 
i n  Annex I (pp. I and 2) of the Loan Agreement: 

a) "finance the permanent improvement o f  temporary lodgings and construc- 
tion of new dwellings, resulting i n  a total o f  approximately 10,000 homes in 
five residential neighborhoods". 

The total number o f  permanent units a t  the end of  the proiect i s  8,043 o f  
which 3,052 are completely new. Several factors contributed to limiting 
the possible number o f  f inal units: more than the expected number of duplex 
temporary shelters (each containing two &el ling units) were converted to 
single units for families desiring more space; additional geological studies 
revealed more temporary units had to be removed due to geological faults; 
the urbanization designs including setback requirements necessitated the 
removal o f  more than the expected nlimber of units. 

b) "Such financing w i  I l also provide for the necessary infrastructure and 
community facilities to serve these neighborhood". 

With the minor exception of additional sidewalks in site I-4.011 contemplated 
infrastructure and community bui ldings were completed, 'Considerations of 
cost as we1 l as community objections caused this i tem to be dropped. 

c) That the houses are "within the (residents) capacity to pay". 
Final house prices for the nine different types o f  houses are approximately as 
originally estimated ranging from $1,250 to $4,692. For those residents who 
can afford more expensive houses, home improvement loans of up to $2,000 
allow them the opportunity to continue improving the unit. Special payment 
considerations have been put into effect for families that have demonstrated 
that they cannot afford the cheaper units. 

d) "Provide opportunities for social participation". 

An ambitious community development program, with 15 different subprograms 

aimed at different age groups and different community problems was carried 
out under the overall direction of JNAPS, the Nicaragua social welfare 
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agency. Beyond the specific benefits of these programs, the communities were 
successfully organized into neighbor: luod ussociations that organize their own 
activities and present a united voice vis a vis the Housing Bank. 

e) Promote small business and development skills. 
Small business men and women have received training and C$1,820,000 i n  
crec':t (as of Apri! 1978) u ~ d e r  the Sn?a!! Enterprise Ccmponent of the Loan. Other 
training included, job ski I I s  tmining, community leadership and planning tmining, 
and cooperative training. 

f )  "Strengthen the institutional capacity of affected agencies". 

T .A. was provided to BAVI N IC and JNAPS . Whi le the T .A. for genera I manage- 
ment matters to the BAVINIC proved ineffective due to receptivity problems, the 
BAVI NI C's capacity to execute home improvement activities and the JNAPS 
capacity to implement community development programs were definitely strengthened. 

9) "Promote manpower training". 

Although the manpower training specialist contemplated in  the PP was not contracted, 
small scale munpower training and placement activiiies were undertaken as part of 
the community development program, i n  collaboration with the Ministry of Labor 
and JNAPS. 

h) "Provide for improved credit delivery systems to the marginal income level of 
society". 

Systems were established for the delivery of both small business and home improve- 
men t credit . 
i) "investigate and encourage the use of  low cost construction methods and 

0 antiseismic materials". 

By maintaining, reinforcing and adding to the original wooden temporary shelters, 
construction costs were minimized. With supervision and credit from tlie Home 
Improvement Program low- cost se If- help individua l ized improvements were made 
by the residents. The antiseismic designs of the standard houses were approved 
by the Vice Ministry of Urban Planning (VIMPU). Individualized home imprdve- 
ment plans were approved by the BAVlNlC i n  accordance with VIMPU seismic 
standards. Treated pine was used to the max;mum extent possible due to i t s  
durability and antiseismic qualities, however the increasing scarcity and high 
cost of this material i n  the local market limited its use i n  the permanent shelters. 
A l l  concrete block or pour.ed concrete walls were reinforced in  accordance with 
the antiseismic code. 
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i) "Training in self-help techniques i s  also contemplated in  order to reduce 
costs1' . 

I 

Manua Is  were prepured and distributed to teach residents elementary construc- 
tion techniques. Supervisors also provided further guidance. 

II. Review of Special Loan Covenants 

Section 6.01. Reviews of  Progress 

Due to the complexity of the program, including the number of subprograms, the 
annual reviews/evaIuations required approximately six months each to complete, 
consequently, only two such reviews were conducted, each one covering various 
phases. The mid project review began in  October 1976 and was completed in  
February 1977. The second, the final proiect review; was begun i n  March 1978. 
The A,  I .D. - BAVI NI C portions of this review were completed by May 1978. A 
contracted socio - economic field study w i l l  be completed in  late June 1978, and 
external evaluators w i l l  be brought in  during July or August 1978 to examine the 
joint review document, the field survey and any other pertinent information. 

With the notcble exception of those recommendations in  the first review which 
related to control of  Trust Fund monies the Borrower has implemented review 
recommendations. In the case of: the Trust Fund control measures, the letter, but 
not the spirit of the recommendations was followed. A subsequent USAlD review, 
later confirmed by the AAG, showed that project reflows were not being transfered 
from the general account to the Trust Fund. The recommendations of the first 
review pertained most specifically to control of the reflows once deposited i n  the 
Trust Fund. Beginning in  December 1977 the BAVI N IC began to remedy the situa- 
tion by replacing the shortfall and making the regular monthly deposits to the 
Trust Fund account. 
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Section 6.02- Trust Fund. 

The Borrower established the Trust Fund as per the covenant. Reflows are presently 
being deposited as agreed, and the mortgage agreement (which wi l  l replace the 
Promise of Sale Agreements presently in  use) w i l l  require that the subsidized portion 
of the house also be reimbursed to the BAVI NI C i n  the event of a sale of  the house 
to a third party. This recapture of the subsidy w i  l l also be deposited in  the Trust 
Fund. 

The BAVlNlC and USAlD have agreed that Trust Fund monies not needed to repay 
the A .I .D. loan may be temporarily or permanently tmnsfered to tlie Home Improve- 
ment Fund for furthering the program in  Las Americas as well  as other low-income 
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barrios. To date, the BAVlNlC has transferred C$2,100,000 to the Home 
Improvement Fund, first to serve the liquidity needs o f  the fund wht le awaiting 
A .I . D . reirnbursernents, and then to continue making home improvement loans 
after final A.1 .D, disbursements, O f  this amount, C$1,400.000 has been 
returned to the Trust Fund. 

Due to the problem mentioned above i n  Section 6.01 i t  i s  recommended that 
the USAID Controller's Office cudi+ the Trust Fund, the Home lmprovement 
Fund and the Homeowr,erls Association Fund i n  September 1978. This w i l l  
allow sufficient time for the books to be closed on the Revolving Fund that 
received temporary transfers from the Trust Fund. I t  i s  further recommended 
that USAID/CONT again audit the same accounts approximately one year later, 
A t  that time the Mission may determine whether or not further monitorship i s  
required. . 
Section 6.03. - Housing Plan. 

Efforts were made i n  December 1977 by the Housing Offices of USAID/Nica- 
ragua and ROCAP to promote a GON inter-ugency group that was to have pre- 
pared the National Housing Plan. This  inter-agency effort collapsed, however, 
when theBAVl IdIC chose to contract with a Canadian consulting firm to prepare 
the study and assist the BAVINIC prepare its own Housing Plan. USAlD was 
provided the plan in  October 197'7, and sent the BAVlNiC the observations and 
recommendations of both ROCAP and USAID/Nicaragua. The plan emphasized 
low income housing solutions such as lots and services, core housing and home 
improvements, requiring a minimum of  subsidy, as opposed to more expensive 
standard housing solutions. The major criticism of  the BAVINIC1s plan was 
that i t  did not have the inputs nor the approval of  the other concerned GON 
agencies. The covenant was met, although i t  took longer than the described 
24 months, and the end product w i l l  require further consideration by other GON 
agencies i f  i t  i s  to serve its intended purpose. 

Section 6.04. - Project Priority 

The majority of  construction was realized during a period of excess capacity in  
the construction industry. The only bottleneck that occurred was that which . 

resulted from the scarcity of  treated pine i n  the local market. 'The problem 
here was that capacity was devoted to ful lfi l ling export contracts. Rather than 
cal l  upon the Guarantor to intervene, the Borrower and USAlD agreed to extend 
construction contracts or approve changes i n  specifications or designs as appro- 
priate. 

Section 6.05. - Coordination 

Coordination with the numerous GON and private agencies involved was not 
without its problems. Nevertheless, we consider that the Covenant was met. 
Coordination of the numerous agencies involved in  the Community Development 
programs was handled quite ably by the Junta Nacional de Asistencia y Prevision 
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Social (JNAPS). The major coordit~ation task for the BAVlN lC was that requ'red * 



to produce housing and urbanization plans approved by a l I  concerned agencies, 
the Distrito National, VMPU, Aguadora, DENACALand the Bomberos. Much 
o f  this task became the responsibility of  design and supervision consultants. 
Numerous change orders were lufer required as u result of faulty coordination 
during the design stage. While in these cases i t  i s  di f f icult  to determine how 
the errors were made, i t  does not appear that the number and seriousness of the 
errors were any greater fhan would be expected for a construction activity of  
such magnitude i n  Nicaragua. 

Section 6.06. - Data Collection 

In  preparing the Housing Plan under Section 6.03 considerable information on 
low-cost and other housing was presented to A.1 .D. by the borrower. 0 th&  
agencies such as VMPU and l NVIERNO have also collected and made available 
to A.1 .D. information in  this regard. Some baseline data on the A.1 .D. Low 
Cost Housing Project was collected during July and August of  1975. A contractor 
i s  presently updating this informa tion for .the purposes of  evaluating the socio- 
economic impact of  the project. 

Section 6.07. - Project Evaluation. 

The Borrower cooperated to the extent required in  the joint-evaluations. Due 
to some problems in their interna I accounting and record keeping operations, 
requested information was occcsiona l ly received late, incomplete or with errors. 

Future Monitorina and Re~ortina Reauirernents. 

A. Monitoring. 

As mentioned i n  Section 6.02 above, i t  i s  recommended that the 
Controller's Off ice of  USAID/Nicaragua audit i n  September 1978 and September 
1979 a l l  project funds including the Trust Fund, the Home Improvement Fund and 
the Homeowners Association Fund. Decision to further monitor these funds should 
be made on the basis of the results of  the September 1979 audit. 

B Reporting. 

I t  i s  recommended that two reports be submitted by the Borrower to 
USAID/Nicaragua. The first report should be received i n  early September 
1978 i n  time to be o f  use to the Controller's Off ice in  its audit. The Second 



report should be submitted prior to tile September 1979 audit. 

The reports shou Id include the following information: 

a) Mortgage delinquency data classified by the number o f  
lonths de!inqvent, i .e ,  up to dnte, i - 3 months, 4 - 6 months, 6 - !2 

months, and more than 12 months delinquent; 

b) Account Balance for the Trust Fund, Home Improvement 
Fund and Home Owners Association Fund; 

C) The total number and amount o f  small business and home - 
improvement loans provided, as well  as delinquency data on said loans; 

d) The number of houses remaining to be adjudicated; 

e) The number o f  Mortgage documents issued i n  replacement 
o f  the Promise of Sales Agreement. 

Drafted by: POrr 

Cleared by: HLID/ABenjamin (in draft) 
CONT/RS leep (in draft) 
ENG/BFacey (in draft) 
D/DIR/HGWilkinson (in draft) 




