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Project Evaluation Summary 519-IE406 A&B 

8.A 

USAID/= should advise the GOES 
against borrowing IS funds for short-term 
constructiun advances unless a sub-borrower 
demonstrates priar ability to manage 
such funds on schedule a d  within estimated 
oosts. 

If AID approves the cantracting of new 
.iloans ard such M s  are 
to finance new long term debt, 
then prior to tarrowing USAID/ES should 
 egot ti ate in its Menrorandum of UMer- 
stHing with the GOES the establishment of 
replenishable local currency funds to 
provide short-term working capital to 
implementing agencies. 

If an implementing agency can 
denmstrate its ability to adhere to 
pre-determined draw-dawn schedules to 
meet its construction funding needs, 
then USAID/ES should advise the GOES that 
before advertizing to borrow, it 
must be agreed d x t h r  or not the sub- 
borraer will use the same fur& to met 
its 1a.g-term mortgage requirements. 

Reammhtion Concerning shelter Finance 
and Reuulations: 

USAID/= should assist the Musing Vice- 

Fmm/a a& 
Housing & 
urban 
Development 
Officer 

musing & 
Urban 
Development 
Officer ard 
DPF Officer 

Housing & 
urban. 
Devel-ent 
Officer 

Ministry in its effort to eliminate management . 
inoonsistencies among institutians and to 
establish uniform -rating standards 'to kusing & 
apply to shelter funds for low inoome Urban 
beneficiaries (physical standards, loan Development 
eligibility ard terms, pm ject approvals), Officer 

uS~UD/ES is implementing this propsal 
through its financial support and T.A. program 
for the musing Vice-blinistry's National 
Papular musing Program. 

before 
adwtizing 
for new K3 
borrowings 



Project EMluatian Summary 519-GO36 A&B 

B. Responsible C. Completion 
Officer Date - 

Wchdcal Assistance Recamnerdatians: 

8, If future IZ3 borrowincp are "projertized", 
USAID/ES should help fun3 and establish: 
A) a  full-service implemmtation unit  within 
each impleinenting agency; these e l i t e  units - 
would be staffed by several resident 
advisors wrking w i t h  the mre highly 
mcltivated professionals within each 
Salvadoran agency. 
B) an ad i t  group to  regularly &tor 
the borrower negotiate arrearages -2 
other external delays. 
C) a task force of technical advisors and 
construction company representatives to 
design and bring to  market a range of 
law-cost shelter products .eligible for E33 
f hancing. 

- USAID/= declines to  zccept this 
re#nrmpndation because it .builds too much 
reliance on expatriates ard is too costly. 
USAID/= is fccusing similar efforts on the 
staff members of the M i n a t i a n  Office for 
the National Rplar musing Program. This 
guidance and tudgetaq oontrol should elicit 
similar reforms at  less cust. MIN NAN 



Caeral Project Cesign Reamendations: 

B. Responsible C, ,  Completion 
Officer Date - 

9. USUD/ES should assure that PID and IT 
design tears cond~xt tkioroqh institutional 

. analyses rmt only of the project ' s key 
inlplementiny agencies but also of' m:jor 
s e c a r y  affiliates whose 
perfomce could significantly iqair P R J .  
sub-borraer aperatians. Off ice 

a-P in9  
monitoring 



EMluation No. 86-1 

Project Title: El Salvador musing Guaranty 006 FdrB for Marginal Cbmmunity 
Improvement 

. . 

1. Overall Quality of Cmtractor's Report: 
Very comprehensive, upto-date and insightful. Options ta reach AID 
policy objectives were identified. 'Ihis has-helped USAID/ES 
reassess the larger context of its evolving shelter strategy ard program. 
The scope of wrk has closely followed. ?he Mission plans to u.e this 
"close-out" evaluatim (1) to Cztarmine hcw to best use its remaing $10.0 
idllion in Hi authorization and (2) to provide realism to its twyear 
Shelter Strategy Statement. Same readers cpined that the frank, somewhat 
familiar writing style was not "serious" or "professional". Wst readers 
amredated the autbr's ondor and believed it was more direct. 

2. Adequacy of the Executive Sunrmazy: 
The Executive Summary accurately reflects the body of the report'in a 
balanced manner. 

3. Quality and Accuracy of "Lessons Jsarned": 
These sections are occasionally lonq-wirded and laden with too many charts 
W c h  could have been annex@.- The-autbr ms meticulous to i n t e ~ e w  all 
Salvadoran parties to the Agreement and went sa far as to interview 
leading institutions which, tbugh not borrowers themselves, h3d closely 
observed the implementation process. P=/H wined that the conclusions 
ard recormnendations were correct (even the sweeping policy statements) hlt 
needed to be mre substantiated in a report of this nature. 

Current Project Status: 
May, 1986 the Borrower suhnitted justificaticn to close out the IZ-006 B 
escrcw thanks largely to (1) AID'S f laibility in approving existing 
mrtgages for refinancing and (2) the Borrowerls.agreement to program IjC 
generated in accordmce w i t h  project guidelines. In recognition of 
a~ntinued instability within Salvadoran shelter institutions, bth the 
Eiorrmr and AID w i S h  to reduce the time spent in projectizing this 
relatively expensive resource. This awreness has resuscitated the 
AID/GOES dialogue on requisite sectoral reforms d significantly 
oontrituted to drafts of the USAID/ES Shelter Strategy Statement. 



Pursuant .to a revien of PHE/H and GDO/USAID/ES projcct files and 
discussions with A I D / W I  USAIDIES? and SETEFE staff, update the March, 
l R U 3  evaluation oi 519-HG-004. The s c o p e  will focus primarily on thrze 
policy objectives and institutional rzforms: a) redirection o f  shelter 
resources to lon-income Families, b) cxpansian,of shelter services t o  
low-income families in secondary towns, and c )  rationalization of 
interest rates. 

f is such the evaluation should emphasize the institutional policy 
o,5jectives of t h e  HG-006 a s  the major 'financiil component in t h e  
Hission's overall shelter program. 

A. Compare original program's institutional and policy reform 
ob.jective5 with t h e  actual product mix of HG-006 and then of 
t h e  modern sector as a c hole. Explain origin D C  any 
differences. 

B. re vie^ how the use ol HG-funds wore adapted t o  continued 
instability in the housing ssctar. 

C. Compare production targets by institution in 1980! a s  
projected March! 1983 and actual flay, 1906. 

D. Review obstacles t o  Implementation; 

1. Administrative Procedures 
2. Political conditions 
3. Policy Barriers: 
4. Financial Constraints 

E. Document USA!D/ES shifts in proqram emphasis or mix in an 
attempt to overcome production  obstacle^ or sudden changes in 
t h e  shelter sector: docusent using a chronological "bullet" 
form,st. 

F. Review PP's original Logical Frasenork for validity of 
assumptions, inputs, and  output,^, 

G. Draw lessonslearned from H6's evolution in t h e  sector t o  be 
used b y  the new Prograaa Nacionai d e  ~ i v i e n d a '  Popular 
(PRONflVIPO). 

The evaluation should emphasize the depree of reforms in El Salvadar's 
h o u s i n ~  ~ e c t o r  ~ i n c e  1960 and identify reforms or policies which still 
remain t o  be undertaken t o  establish a self-financinu low-cost shelter 
sector. The Executive Summ3ry gl the repor? which should include the 
purpose oi the svnluation, met-hodulouy ueed. findings, c o n r l u ~ i c n s ,  and 
recommendations, and comments on development impact and lessons lesrned 
for use b y  U S A I D  in developinq its shelter strategy. 



ANNEX B 

AID IOIl.1 R.7ll 
519-HG-006 A & B 

LOGICAL FRAMEWORK MATRIX - PROP WORKSHEET 

Obirctivrly Vrriflobl* Indicators I Important Assumptions 
- 

1 A.3. /as r r l u r r d  l o  p a l )  

P o l i t i c a l  S t a b i l i t v  achieved. 

Summary 

*.I. Goel 

To Let ter  the q u a l i t y  o f  l i f e  f o r  the poor -Percentage o f  marginal c m u n i t i e s  having minimal basic 
erv ice increases. 

-8erc ntage o f  low income fami l ies having minimum sne l ie r  serv 
ces 'increases. 

-GOES upgrading and shel ter  production programs reach 10,000 
fami l ies a year by 1985. 

- A l l  Goes supported housing i ns t i t u t i ons  have programs t o  ass1 
fami l ies w i th  incomes below the media. 

-Increased percentage o f  t o t a l  housing sector f lnanclng obtain 
ed by the poor f o r  shei ter  purchase and in rovement by 1983. 
.Increased emplc.fment generat ion programs t i a t  benef i t  margina 
c m u n i t y  residents i n i t i a t e d  by GOES. 

~ r o ~ r a m s  supported-by other dcnors 
implemented as planned. Subgoal 

To d i rec t  increased resources t o  programs whic 
help the poor t o  meet t h e i r  basic needs f o r  
minimum shel ter  and productive opportunit ies. 

83 .  End d %pa Storur 
1. GOES budget f o r  conmunity hafiic serv iccr  iuprovements i n  

mareinal camnunities has Increased by 100%. 

B 3. fur d a t d  t o  l w  
Qua l i f i ed  direc("d'$ r&in as heads o f  key 
i n s t l  t u t  tons tnvolved tn pro jec t  Implemcnta- . 
t ion.  Houstng sector lnstitutio.:al an6 
f inanctal s t ructure yatlonal [zed. 

8.1. PWI~O~O 
To assist  GOES t o  meet i m d i a t a  needs f o r  con 
muntty p h y d e a l  aenrfcqo, nintnum ahalter and 
productive opportunities f o r  the poor and 
ileprove GQES capacity t o  address basic arede 
of the pcor in marginal  communities in a 
comprehensive. coordinated manner. 

. ~ u r t f o l  l o  o f  a r t l c l p a t  I n  houslng !& t i t u t l ons  i n  low Inca 
me che l te r  so!oticns has gncrrarcd by 4,100 lcans and $15 
mi 11 ion. . P o r t f o l i o  o f  pa r t i c i pa t i ng  f inanc ia l  I ns t i t u t i on5  i n  hone 
improverent loans fo r  low lncomc famil les has increased by 
3300 loans and $4  m i l  l ion. . Coordinated GOES programs prepared f o r  marginal cam~uni t  
upgrading and meeting overial l shel ter  needs b a t  least  ! 
secondary c i t i es .  

C.I. Ourrurs 
Phase I: 
l n f  rastructure improvements I n  marginal 
connurni t ies 

Home lmproveavnts 
She1 te r  Solut ions 
Agrarian Reform Settlenrent lraprovearnts 
Productive A c t i v i t i e s  

Phase I I: 
Coordinated canmunity upgrading programs 

t.nysical.scrvicee improved in SO0 comarunities l n f l a t l o n  ra te  doesn't exceed ra te  projected 
I n  PP. 

,300 dwell ing u n i t s  inproved ( s l  tes legal  ized). 
,100 sho l to r  solutlacls 

50 Settlements asslsted w i t h  production and shel ter  c red i t .  
,230 new small bu~ incsses i n i t i a t e d  

No shortage of bu l ld lng  mater la l r .  

cumnunitles of a t  lpast  21s 
hnma imrnvocn.nts..s,*e l e  a? e i and new shel ter  solutions 0 

I. 2. BuJge.t/SchcduLe ~ t n  
Investor  can be found f o r  HG loan. ... " 

GOES DL OG HG TOTAL 
4,000 5,450 Funds for camvlnity basic services 

Credl t  fo r  house improvement and shel ter  loan! 
Funds fo r  Agrarian Reform Support 
Credi t  f o r  Productive A c t i v i t i e s  
Funds fo r  Technical Assistance 
GOES Administrat ive costs/0orrorer Contrlbu- 

t ions. 
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EXECUTIVE SUMMARY 

HG 006 A & B has built and financed housing products for 6,203 
below median income beneficiaries, 25% fewer than was originally . 
planned. Sites-and~service type projects replaced home 
improvements, a key product in the plan. The disbursement period 
has taken 6 years, instead of the 18 months originally expected. 

As an original PP design team member, the author believes the PP 
initially had major flaws from the start, particularly in many of . 
the underlying assumptions and the institutional analysis. A s  a 
result, this evaluation lacks benchmarks to which firial, results 
cam be renlistically compared. - 
Even with this track record, tko out of the three institutional. 
objectives have-been met, although not within the timeframe, 
magnitude or composition originally envisioned: - 

- Redirection of resources to low income families. - Expansion of shelter services to low income families in 
secondary cities. 

The third institutional objective, rationalization of interest 
rates, has not been achieved. Interest rates for low cost 
housing currently range from 4%-6% at FSV (Fondo Social Para La 
Vivienda, a parastatal) to 122 at IVU. 

The original policy precluded FSV from the HG progran because of 
its 4%-68'interest rate terms charged to below median income 
borrowers, which seemed to undercut the going interest rates of 
some financial institutions. 

This specLfication was waived last month, in order to expedite 
disbursement of the remainder of the $15 million. FSV, while not 
, a  HG Imnplenenting Agency, is, in fact, the only institution that 
provides long term financing to below median income households in 
substmtial volume. 

FSV loans were substituted for mortgage value which one of the 
implementing agencies, CASA (savings and loan), was supposed to 
submit in exchange for HG disbursements. CASA's sub-par project 
selection and management, including its financing low cost 
housing construction, only to let the 1ong.term financing 
partially slip away to FSV, is the reason. This performance is 
one factor for the delays in HG disbursements. . . 

Delsys in HG disbursemrnts have been a continuous problem. The 
-i- 



a delays have occurred f o r  a  v a r i e t y  of reasono: 

The t echn ica l  i n a b i l i t y  of IVU and 'FNVICASA, t h e  t w o  
major implemenl$ng agencies ,  t o  produce HG e l i g i b l e  
p r o j e c t s  on any reasonable schedule.. 

I V U ,  from the  s t a r t ,  has  been unable t o  design and 
implement reasonably pr iced  housing p r o j e c t s  i n  
l e s s  than 2 t o  3 years .  I t  i s  t e c h n i c a l l y  unable t o  
prepare p r o j e c t  budgets, work p lans ,  and c o s t  schedules 
t h a t  :re requi red  and must be approved by A I D  through 
SSTEFE . 

, I .  ' . . 
IVU has niany of  the  same oopera t ing  c h a r a c t i s t i c s  a s  it 
did  i n  1960. I t s  departments funct ion  a s  independent,  
p o l i t i c a l l y .  a f f i l i a t e d  e n t i t i e s  t h a t  f i g h t  one another .  
I t  i s  over-s taffed,  with t h e  personnel showing minimal 
s k i l l s .  I t  is  t o t a l l y  dependant on t h e  GOES f o r  funds.  
Graft ,  'corruption and feather-bedding a r e  a l l e g e d  t o  
dominate i t s  house production a c t i v i t i e s .  
Administrations,  from middle managers and above, change 
about once a year .  I t  only produces about 500 housing 
u n i t s  per  year ,  most of  which a r e  f o r  t h e  lower end of . . 
t h e  middle income. 

:n essence, i IG 006 seems t o  have had l i t t l e  impact on 
I V U ' s  operat.ions. This t r end  has been s o  d i sappo in t i cg  
t h a t  a  coordinat ing u n i t  was fe\rmed wi th in  IVU t o  do I 

IVU's work a s  f a r  a s  HG e l i g i b l t  p r o j e c t s  are 
concerned. 

4 .  

IVU has  remained an Implementing Agency, because it i s  
the  only i n s t i t u t i o n  i n  thg  low c o s t  housing business  
that a t  l e a s t  t r i e s  t o  s e l l  i t s  products a t  lending  
t e r n s  approaching coinmercial l e v e l s -  12%. 

CASA, t h e  savings and loan ,  borrowed HG funds through 
FLdV f o r  two p r o j e c t s .  One p r o j e c t ,  Prados de  Venecia, 
involved cons t ruc t ion  f inancing  f o r  low income housing. 
Upon completion, CASA was only a b l e  t o  come u p  witn 
mortgages e l i g i b l e  f o r  two t h i r d s  of t h e  HG funds t h a t  
i t  had borrowed. The developer had apparent ly  s o l d  
u n i t s  t o  f ami l i c s ,  who turned around and secured long- 
term financing through t h e  lower r a t e s  o f f e r e d  by FSV. 

C A S A ' s  o the r  HG e l i g i b l e  p r o j e c t ,  La Toma, was on ly  
p a r t i a l l y  b u i l t ,  on account of  unexpected g u e r i l l a  
a c t i v i t y  i n  t h e  a rea ,  t h e  proximity of  i l l e g a l  
communities where land c o s t  about a  t h i r d  o f  what it 
c o s t  a t  t h e  p r o j e c t  s i t e ,  and unexpectedly high 
sewerage c o s t  requirements , making t h e  f i n i s h e d  u n i t s  
unaffordable t o  below median income borrowers. . ( . ..--. 1 . . 



These types  o f  developments r e s u l t e d  i n  major de ' lays as 
wel l  as 14% HG money u l t i m a t e l y  being on-loaned @ 4%- 
6 % .  

- The borrower, GOES, h a s  f r e q u e n t l y  gone i n t o  a r r e a r s .  
T h i s  p o s i t i o n  a u t o m a t i c a l l y  f r e e z e s  t h e  t r a n s f e r  o f  HG 
funds from the  Escrow Agent i n  t h e  U S  t o  t h e  Borrower. 
ANDA genera ted  HG p r o j e c t s  have been p a r t i c u l a r l y  
a f f e c t e d  by such e x t e r n a l  d e l a y s  over  t h e  l a s t  yea r .  

- ~ o u s i n ~  programs c a r r i e d  o u t  by government implementing , 

agencies ,  once designed,  approved and t h e  funds  
d i sbursed  by t h e  Escrow  gent t o  t h e  GOES, must w a i t  

.... s e v e r a l  months i n  o rde r  t o  be i n s e r t e d  as a l i n e  i t e m  I 

i n  t h e  Nat iona l  Budget. Only then  is t h e  GOES '. * 
. author ized  t o  d i s b u r s e  t h e  funds t o  t h e  ~mplement ing  a 

Agency. . . .  
. /  

I th ink  t k i i k  t h e  fiG should be mainta ined '  i n  EL Salvador ,  if, for  
20 o the r ' r ea son .  than  t o  s e r v e  as a  token  reminder t o  t h e  GOES 
t h a t  there i s  a c o s t  a s s o c i a t e d  w i t h  t h e  f o r e i g n  a i d '  t h a t  w e  a r e  
providing.  

On i t s  own, t h e  HG has  proven i t s e l f  n o t  t o  be t h e  a p p r o p r i a t e  
i c a t r u n e n t  f o r  t h e  uns t ab l e ,  v o l a t i l e  c o n d i t i o n s  t h a t  t h e  housing 
s x t o r ,  and E l  Salvador i n  gene ra l ,  f ace .  I t  h a s  t o  be  mixed 
mure fu1J.y wi th  ESF funds.  ESF would provide  advances t o  
iiri~lernentincj agenc ies  faced  with  t h e  unexpected e x t e r n a l  d e l a y s  
01- temporary l i q u i d i t y  problems t h a t  hold  l i p '  HG projer-'-!! i n  an  
ills t . i t :utic?ally uns-table country .  Thes* f cnds would also 
func t ion  t o  b r ing  down t h e  o v e r a l l  i n t e r e s r  r a t e  t o  t h e  bor'r'dwer. 

A l . s o  recomme~ded is  t h e  formation of f u l l - s e r v i c e  HG p r o j e c t  
cli.cclopmnt and irnglementation u n i t s  i n  each I:.:.~pl.ementing Agency. 
These u n i t s  would be managed by t e c h n i c a l  a s s i s t a n c e  r e s i d e n t  
aiiv.isozs and s t a f f e d  by " r i s i n g  s t a r s "  s e l e c t e d  from t h e  
Irr,plcmentiny Agency. These a d v i s o r s  would i n t e n t i c n a l l ' y  by-pass 
t h e  r e s t  of t h e  i n s t i t u t i o n  and ' g e t  t h e  IiG r e l a t e d  stork done on . .  
t ima . -- 0 ...- . . . . . . . . .  ..' 
This f a s t - t r ack  g roup ' s .mi s s ion  would be +.a e x p e d i t e  HG e l i g i b l e  
p r o j e c t s ,  rzse the i n s t i t u t i o n  where necessary ,  b u t  o the rwi se  
ignore it. AID funds would h e l p  t h e  i n s t i t u t i o n  meet i t s  
pilyrol!. . .I I t 

A ~ I  underlying b u t  key HG-related o b j a c t i v e  i s  t h a t  over  a p e r i o d  
of a few years, t h e  Implementing ~ ~ g e n c y ' s  s t a f f  who a r e  i n  this 
u c i t  w i l l  have been r e - t r a ined  and re-motivated t o  provi2c. more 
n ~ g r e s s i v c  nsnagement w i t h i n  t h e  Implementing Agency. They would 
even tua l ly  be r o t a t e d  back i n t o  t h e  mainstream of t h e i r  
. i n s t i t u t i . cn .  

I n  t h i s  manner, t h e  t e c h n i c a l  1 e v e l s . o f  i n s t i t u t i o n a l  performance 
would be enhanced and t h e  ilc funds would be d i sbu r sed  more 

-ii i.. 



. . 

quickly.  

This type  of arrangement i s  al!io neces sa ry  f o r  purposes  o f  
conkinui ty .  The managements of  i n s t i t u t i o n s  f r e q u e n t l y  ch%nge, 
with a n  e n t i r e l y  d i f f e r e n t  s e t  a f  p o l i c i e s  and procedures  
int.roduced with each change. A s  t h e  r e s u l t ,  a long-term HG 
p r o j e c t  can l o s e  momentum and c o n t i n u i t y .  

/ 

O t l ~ c r  f e a t u r e s  of t h e  t c c l m i c a l  a s s i s t a n c e  i n i t i a t i v e s  t h a t  I a m  
rec!ormcndiny i s  t h e  e s t ab l i shmen t  o f  an  a u d i t i g r o u p  t o  r e g u l a r l y  
morii.tor t h e  Dorrower and under take n e g o t i a t i o n s  when a r r e a r a g e  
a ~ l d  o t h e r  e x t e r n a l  de l ays  m a t e r i a l i z e .  I n  a d d i t i o n ,  a t a s k  f o r c e  
oE t e c h n i c a l  adv i so r s  and c o n s t r u c t i o n  companies t o  deve lop  and 
b r i n g  t o  market low c o s t  housing p l o d u c t s  should  be mobi l ized .  

'I K h a t  t h i s  eva lua t ion  process  showed m e  i s  t h a t  when a  c o u n t r y  i s  
in the midst  of  a c i v i l  war ,  t h e i r  needs,  i n c l u d i n g  housing,  a r e  
marc immediate than they  would be i n  under normal c o n d i t i o n s .  
Y e t ,  t h e  i n s t i t u t i ona .1  and economic c o n d i t i o n s  i n  e f f e c t  make t h e  
types  of s t r u c t u r a l  i n s t i t u t i o n a l  improvements t h a t  the. HG 
program i s  i n  t h e  bus iness  o f  t r y i n g  t o  achie~$e, .  more' d i f f i c u l t  
khan they  woi~ld normally be. - I 

. . ,,,, 7 . .  

I-'li~.li.rrg the  IlG with ESF f u n d s ,  combined w i t h  a somewhat heavy- 
!icn3c'ci dose of technical a s s i s t a n c e ,  i s  t h e r e f o r e  s een  t o  be t h e  .. 
ap;-2;:opriate medicine r e q u i r e d  t o  : 

v - Continue t o  r e - d i r e c t  r e s o u r c e s  on a  t i m e l y  b a s i s  t o  
\ 

low income h o ~ i s e h o l a s  on a s  f u l l  a  c o s t  recovery  b a s i s  
a s  poss ib l e .  P a r t  of t h i s  o b j e c t i v e  i s  t o  ach ieve  some 
cons i s tency  o f  f i n a n c i n g  terms among i n s t i t u t i o n s .  

- Assure t h a t  A I D  r e sou rces  a r e  a l s o  used f o r  t h e  
development and promotion o f  housing products '  t h a t  are 
a f fo rdab le  t o  t h e  below median income. 

- Provide economic suppor t  t o  t h e  G O E S  i n  ha rd  cu r r ency  
terms, y e t  wi th  a b u i l t - i n  mechanism t o  remind t h e  
r e c i p i e n t  of  t h e  economic r e a l i t i e s  o f  t h i s  suppor t .  

- Eventual ly  expand t h e  l o w  c o s t  hous ing  market  by 
e f f e c t i n g  p o l i c i e s  t h a t  improve t h e  performance o f  
housing f inance  i n s t i t u t i o n s  i n  i n c r e a s i n g  t h e  volume 
of product  and r e s o u r c e s  a v a i l a b l e  t o  t h e  below median 
incoine market. 

The cavea t  t o  t h i s  expec t ed  o b j e c t i v e  'is t h a t ,  g iven  
t h e  economic and p o l i t i c a l  c o n d i t i o n s ,  it i s  secondary.  
I say secondary, because t a n g i b l e  r e s u l t s  w i l l  t a k e  
longer  than usua l ,  t o  t h e  p o i n t  t h a t  e x a c t l y  when 
progress  i n  t h i s  a r e a  should be  expec ted  must be l e f t  
open. -iv- a 
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. . 1. PROGPAM OUTPUTS 

What Went Wrong: 

The o u t p u t s  were s u b s t a n t i a J 1 y  r e v i s e d  downward from t h e  o r i g i n a l  
e s t i m a t e s  d u r i n g  t h e  c o u r s e  o f  i ~ n p l e m e n t a t i o n .  The u p d a t e s ,  
which were u s u a l l y  r e v i s e d  s e v e r a l  t i m e s ,  r e s u l t e d  i n  too many 
s e t s  of f i g u r e s  g e n e r a t e d .  From a  program management 
perspective, t h e  r e s u l t  was c o n f u s i o n  a s  f a r  a s  number and  t y p e s  
of u n i t s  t o  be c o n s t r u c t e d  and l o a n s  t o  be o r i g i n a t e d .  

The f a s t  d i s b u r s i n g  t imef rames  were n o t  m e t ,  t a k i n g  more t h a n  
twice a s  l o n g  a s  i n i t i a l l y  e s t i m a t e d .  

The o r i g i n a l  compos i t ion  of o u t p u t  w a s  changed. More t h a n  h a l f  
the number o f  s o l u t i o n s  were i n i t i a l l y  p r o j e c t e d  t o  b e  home 
improvement l o a n s .  T h i s  plan was re-progra~imed from home . 
i icprovment  l o a n s  t o  new u n i t s ,  based  on  the assumpt ion  t h a t  t h e y  
c a u l 3  be producet! inore r a p i d l y  and t h a t  t h e  i n s t i t u t i o n a l  
s k r u c t u r e  tu c a r r y  o u t  t h e  home improvemen.2 l o a n  program, 
c o n s i s t i n g  of FEDECACES and FEDECCREDITO, was i n a d e q u a t e .  

A summary of what w a s  p lanned  i n  1980 v e r s u s  how t h e  f u n d s  were  
f i n a l l y  used are p r e s e n t e d  below i n  T a b l e ' l .  N o t e  t h a t  t h e  cost 
f i g u r e s  a r e  i n  Colones.  Thi,s denominat-ion i s  used  i n s t e a d  a f  
d o l l a r s  on accoun t  o f  t h e  c u r r e n c y  d e v a l u a t i o n  d i s t o r t i o n s  t h a t  
d a l l a r  f i g u r e s  w o ~ ~ l d  c a u s e .  Some HG f u n d s  were d i s b u r s e d  a f t e r  

' the Colon d e v a l u a t i o n ,  f o r  h o u s i n g  u n i t s  t h a t  were  b u i l t  b e f o r e  
t h e  devaluation. 



Table 1 . . Summary Of Actual To Plan For The HG Loan 

Home 
impirovements 5,895 2.0 10,190 

---o-- ------.------.. 
3 , 2 0 0  11.1 3 5 , 5 2 0  

Basic Services  
To  I l l e g a l  
Communities . -- -- -- 
S i t e s  & Services  -- -- -- 
Sitss & ' se rv ices  
+ Flocr/Roof -- -. -- 

Water System 
Materials 
(pipes ) -- ------- 

This data i n d i c a t e s  n o t  only  t h a t  t h e  composition of t h e  HG 
s i g n i f i c a n t l y  changed, but  t h a t  t h e  a c t u a l  number of d i r e c t  
benef i c i a r i e s  i s  25% below what was planned. For t h e  one 
investment t h a t  t h e  p lan  and a c t u a l s  have i n  common, new u n i t s ,  
t h e  ac tua l  average cost  i n  Colones of the  u n i t s  f jnanced w a s  39% 
over the  o r i g i n a l  es t imate.  

For the  record,  t h e  following d a t a  s o r t s  t h e  housing product  
t h a t  each implementing szency has  b u i l t  and b u i l t  with HG 006 
funds : 



Table 2 

Un i t s /  
Implemen king Housing Benefic-  
Agency Product  i a r i e s  ' 

--------I-- ---------------- ---ow- 

I V U  

CASA ' 

ANDA 

1 BR 734 
2 BR 591 
S i t e s  & S e r v i c e s  490 
S i t e s  & S e r v i c e s  
+ F l o o r / ~ o o f  1 ,084  

---I- 

B e n e f i c i a r i e s :  2,899 

Basic S e r v i c e s  T o  
I l l e g a l  Communities 2 ,391 

, Water System 
Materials ( P i p e s )  n/a 

----..-I 

TOTAL BENEFICIARIES: 6 ,203 
c==3== 

C o s t  I n  Colones 
(000 j 

Avg. T o t a l  ---.- -..------- . 

This  d a t a ~ i n d i c a t e s  t h a t  IVU h a s  been t h e  dominant implementing 
agency i n  terms of number of  HG f inanced  hous ing  u n i t s  genera ted .  
ANDA has played an unexpectedly  acLive role i n  t h e  s e r v i c e s  t o  
i l l e g a l  comn~unities s e c t o r .  

Table 1 above shows how l i t t l e ,  from a  hous ing  program 
pe r spec t ive ,  t h e  o r i g i n a l  p l an  h a s  i n  common wi th  t h e  a c t u a l s ,  a 
d i r e c t  comparison i s  impossible .  I f e e l  t h a t  it is mis l ead ing  
t o  e x t r a c t  t h e  o r i g i n a l  t h r e e  i n s t i t u t i o n a l  o b j e c t i v e s ,  which 
were based on t h e  planned ou tpu t s ,  and o v e r l a y  them on t h e  
a c t u a l s  t o  determine whether they ,  by chance, accomplished what 
t h e  planned o u t p u t s  were supposed t o  accomplish.  

The one i tem t h a t  p l a n  and a c t u a l  do have i n  common i s  t h e  f i n a l  
amount i n  U S  d o l l a r s  t h a t  has  heen loaned t o  t h e  GOES: 



Plan: 

Loan Amount: $ 15,000 
+ Interest Earned To Date 

(As Of April 30, 1986) 
From The Escrow Account: $ 2,073 -------- 

$ 17,073 
----me-- -------- 

Actually Disbursed: .- 

Type Of 
Investment --------------- 

- New Shelter 

- Basic Services 
To Illegal 
Conmumities $ 1,260 

- Sites & Services $ 483 

- Sites & Services . 
+ ~loor/~oof $ 2,432 

- Water System: 
Materials 
f Pipes ) 

- AID Disbursement Fees $ 181 -------- 
$ 17,073 -------- -------- 

Lessons Learned: 

Errors were made in the original project design, particularly in 
the area of institutional and economic evaluation. Key 
judgmments and recommendations made by project des.i.gn team 
members were not incorporated into the final PP. In addition, a 
variety of assumptions were ultimately applied to,the PY analysis 
which part of the project design team opposed, e . g . , :  

- No shortage of building materials; 



- Q u a l i f i e d  d i r e c t o r s  ren;ain a s  head o f  k e y  i n s t i t u t i o n s  
i n v o l v e d  i n  p r o j e c t  i ~ . r p l c m e n t a t i o n ;  .. Programs suppor ted  by o t h e r  donors ;  - P o l i t i c a l  s t a b i l i t y  a c h i e v e d ;  - N o  c u r r e n c y  d e v a l u a t i o n s .  

The  size o f  a  p r o j e c t  team s h o u l d  b e  l i m i t e d  t o  a f e w  s p e c i a l i s t s  
whose i n p u t  and r e s p o n s i b i l i t i e s  a r e  more c a r e f u l l y  d e f i n e d  and 
who have t h e  f i n a l  word a s  f a r  es what t h e  p r o j e c t  is a l l  a b o u t  
and w h a t  i s  p r e s e n t e d  i n  t h e  PP. 

\That the f i e l d  team produces  s h o u l d  be based  on  much c l o s e r  
working t i e s  w i t h  c o u n t e r p a r t  implement ing  agency o f f i c i a l s  a s  
f a r  as t h e  assembl ing  t h e  t e c h n i c a l  a s p e c t s  o f  p r o j e c t  d e s i g n  a r e  
concerned. I n s t e a d ,  t h e  p l a n  of a t t a c k  was numerous g e n e r a l  
p o l i c y  t y p e  mee t ings ,  which never  g o t  t o  t h e  d e t a i . l s , , a f t e r  which 
each p r o j e c t  team s p e c i a l i s t  r a n  back t o  t h e  h o t e l  o r  A I D  Miss ion  
and i n d e p e n d e n t l y  des igned  h i s  a s p e c t  o f  t h e  project. 

I n  a d d i t i o n ,  what t h e  f i e l d  team produces  s h o u l d  n o t  be so 
h e a v i l y  e d i t e d ,  r e v i s e d  and tampered w i t h .  A f t e r  a l l ,  who w a s  
closest t o  t h e  a c t i o n ,  Washington or t h e  f i e l d  -team? . 

For h i g h l y  v o l a t i l e  economies l i k e  E l  S a l v a d c r ,  d e v e l o p  f a r  more 
s p e c i f i c  assumpt ions  d i r e c t l y  t i e d  t o  the p r o j e c t  a s  w e l l  a s  
i n d i r e c t l y  r e l a t e d  ( e . g . ,  p o l i t i c a l  and economic c o n d i t i o n s ) .  
Draft several a l t e r n a t i v e  b u t  a c c e p t a b l e  p r o j e c t  o u t p u t  and 
d i sbursement  p l a n s  a s  i f  a r i s k  a n a l y s i s  were b e i n g  conduc ted ,  
each based on a  h i g h l y  s p e c i f i c  s e t  o f  a s sumpt ions .  

Do n o t  q u a n t i f y  t h e  o u t p u t  i n  terms of p r e c i s e  u n i t s ,  p r i c e s  and -- 
s c h e d u l e d ~ d e l i v e r y  f o r  a n  o b v i o u s l y  u n s t a b l e  c o u n t r y  l i k e  E l  
Salvador . .  I n s t e a d ,  deve lop  q u a n t i t a t i v e  r a n g e s  o f  o u t p u t  t h a t  
cover  ' w o r s t  t o  best s c e n a r i o .  

A f t e r  a. HG program h a s  gone t h r o u g h  more t h a n  one  or  t w o  major 
r e v i s i o n s ,  it canno t  be f u r t h e r  changed, w i t h o u t  c a u s i n g  
i r r e p a r a b l e  c o n f u s i o n  on t h e  p a r t  of t h e  borrower  a n d / o r  
implementing agency as w e l l  a s  w i t h i n  A I D  a b o u t  w h a t  i s  g o i n g  o n  
and what we are t r y i n g  t o  accompl ish .  

If more t h a n  one msjor r e v i s i o n  i s  n e c e s s a r y ,  t h e  HG s h o u l d  be 
d e - o b l i g a t e d  ( a n  a n a l y s i s  o f  why s h o u l d  be d i s t r i b u t e d  t o  a l l  
p a r t i e s  inivolved) and t h e  p r o j e c t  development  p r o c e s s  s t a r t e d  
o v e r .  Clean l i n e s  of d e s i g n ,  implementa t ion  and o p e r a t i o n  are  
e s s e n t i a l  f o r  a  program w i t h  o b j e c t i v e s  a s  complex a s  the  HG. 



. 2 .  ADMINlSTIUiTION BOTTLENECKS - 
!,mat Went Vrong: 

The following Ca-tch-22 process resulted in a slow disbursement 
pattern: 

- HG loan disbursements are contracted in stages, as 
a function of HG eligible production completed 
during the previous period of time. 

- Developers, who had liquidity problems, needed 
construction financing before HG related 
production could get underway. 

- Institutions did not give construction loans tied 
, tc HG related production until the HG loans were 

contracted. 

To alleviate the delays associated with this 
liquidity bottleneck, some HG and PL 488 funds 
were used as advances for as much as 80% of new 
project construction financing. The In~plementing 
Agencies subsequently had a difficult time 
presenting enough HG eligible mortgages to 
liquidate these advances. 

- Without production, the HG funds went into an 
escrow account, inaccessible to the GOES as 
foreign exchange. 

Other administrative delays occurred on account of: 
1 

- The borrower, the GOES, going into arrears;. 

- Housing ~roject, once designed and approved, having to 
wait several months to be inserted as a line itarn Ln 
the National Budget before the GOES could legally 
disburse the funds and; 

- The frequent submission, particularly by I W ,  the most 
active implementing agency, of project design, cost 
estimates and implementation plans being unsatisfactory 
quality to SETEFE, the HG project reviewer. 

These problems are analyzed in more detail below. 

Lzssons Learned: - 
In an economy that is so obviously bankrupt, and has been since 
thc PP was written, make ESF type funds available to the 
implementing agency for working capital to carry the entire HG 



p r o j e c t  schedule. T h e  s t r i n g s  a t tached t o  t h e s e .  funds would be 
t h a t  tbey would have t o  be used f o r  p r o j e c t s  t h a t ,  i n  terms of 
composition, benef i c i a r i e s ,  terms, and i n t e r e s t  r a t e s ,  a r e  
cons i s t en t  with HG financed p r o j e c t s .  

With these  funds, momentum i s  provided t o  t h e  HG p r o j e c t  r e l a t e d  
production cycle .  Such funds should be made an opt ion  i n  t h e  PP 
that A I D  can e l e c t  t o  exerc ise ,  only  i f  product ion s t a l l s  on 
account of implementing agency l iqu id i ty ' ,  borrower a r rea rage  o r  
r a l a t e d  f i n a n c i a l  problems. 

once these  funds were used f o r  HG product,  t h e  appropr ia t e  amount 
of HG funds would be disbursed.  The o r i g i n a l  ESF funds would 
then be f reed  up t o  provide cons t ruc t ion  f inanc ing  or working 
c a p i t a l  f o r  a d d i t i o n a l  HG.related product.  

3 .  1MPL.EMEWTING AGENCY: FNV/CASA (SAVINGS AND LOAN ASSOCIATION) 

Idha t Went t7rona : 

a.  18.5 m i l l i o n  Colones of HG funds t o  promote t h e  f inanc ing  of 
l.ow income housing by the  seven savings  and loan  a s s o c i a t i o n s  
were given t o  FNV. FNV was mandated t o  lend  HG funds to  savings 
and loans E 16% f o r  the  cons t ruc t ion  per iod  o f  a  p r o j e c t ,  a f t e r  
which the  funds, when converted i n t o  long term loans  t o  
bcrrowers, were loaned @ 14%. . . 

Only one of t h e  savings and loan  a s s o c i a t i o n s ,  CASA, Secame 
: i n t e r e s t e d  i n  these  funds, given t h e  cond i t ions  requi red  by t h e  

IIG funds- loans t o  below median income borrowers a t  commercial 
r a t e  terms (16% and 14%) .  FNV loaned CASA 7.3 m i l l i o n  Colones 
f o r  two p r c j e c t s -  Venecia 1 & 2, ahd La Toma. 

I n  the  case of Venecia 1 & 2, involv ing  1,158 loans outs tanding  
t o  da te ,  Casa only presented 448 HG e l i g i b l e  mortgages worth 5.9 
m i l l i o n  Colones. The o the r  718 long term loans  f o r  houses, t h e  
cons t ruc t ion  f inancing f o r  which was f inanced by CASA, were 
o r ig ina ted  by FSV. CASA had no t  s p e c i f i e d  t h a t  t h e  developers 
r e q u i r e  t h e  home purchasers t o  o b t a i n  long term f inancing  through 
CASA, or from an i n s t i t u t i o n  o f f e r i n g  comparable r a t e s .  

FSV loans  were not  e l i g i b l e  f o r  HG reimbursement, on account of 
t h e  4%-6% i n t e r e s t  r a t e  lending terms- considered below-market 
r a t e s .  However, with CASA not  l i k e l y  t o  p r e s e n t  HG e l i g i b l e  
loans i n  the  near f u t u r e ,  Implementation L e t t e r  # 11 dated Apr i l ,  
1986, waived the  i n t e r e s t  r a t e  r e q u i r e m e n t . j u s t  f o r  t h e  f irst  $15 
mi l l ion  of the  HG, thereby making FSV l oans  HG e l i g i b l e .  

HG funds loaned t o  CASA were a l s o  t a r g e t e d  f o r  La Torna. The 
p r o j e c t ,  whose plan c a l l s  f o r  321 u n i t s ,  has  f a i l e d  to  date-  21 
u n i t s  f in i shed ,  o the r s  i n  p a r t i a l  s t a g e s  o f  completion, none 



. 
The s i t e  i s  near a  gueri1l.a s t ronghold.  I t  i s  ad jacen t  t o  an 
i l l e g a l  se t t l ement  where land i s  s e l l i n g  a  q u a r t e r  of  t h e  p r i c e  
of land i n  La Toma, thereby represen t ing  a d i s - incen t ive  t o  t h e  
p o t e n t i a l  purchaser.  ANDA i s  requi red  t h a t  an 800,880 Col.on 
sewerage ins ta l lmen t  be ccnstructed. .  A s  a  r e s u l t r  c o s t s  w i l l  
increase  by a t  l e a s t  2,500 Colones pe r  u n i t .  The u n i t s  t h e r e f o r e  
became unaffordable t o  below median income households. 

FSV loans a r e  a l s o  being s u b s t i t u t e d  f o r  the loans  t h a t  were 
supposed t o  be generated by La Toma. 

A s u b s t a n t i a l  po r t ion  of t h e  HG funds t h a t  were loaned t o  t h e  
savings and loan system @ 14% f o r  t h e  Prados de Venecia and La 
Toma p r o j e c t s ,  f o r  t h e  purpose of  providing long term f inanc ing  
a t  commercial r a t e s ,  have u l t i m a t e l y  been used f o r  4%-6% long 
term loans. 

FNV has not  been a b l e  t o  p lace  t h e  remaining 3.2 m i l l i o n  Colones 
of HG funds t h a t  it has borrowed from t h e  GOES, which CASA d i d  
not  borrow. CASA i s  has requested 1.5 m i l l i o n  Colones, l eav ing  
1 . 7  mi l l ion  Colones s t i l l  unplaced. 

b. FNV has been requi red  by t h e  GOES t o  pass  HG funds t o  IVU a t  
below cos t ,  thereby not  providing any margin t o  FNV. FNV assumsd 
t h e  subsidy involved i n  t h i s  t r ansac t ion-  18% f o r  I V U  I and 12% 
f o r  IVU 11, versus 14% f o r  t h e  HG loan.  With p r o j e c t s  sponsored 
by the savings and loans,  FNV had a smalJ. margin during t h e  
cons t ruc t ion  per iod  while t h e r e  i s  i n t e r i m  f inancing,  b u t  none 
during the  mortgage period. 

With FNV b a s i c a l l y  t r a n s f e r r i n g  HG funds t o  p r o j e c t  development 
r e l a t e d  i n s t i t u t i o n s  a t  c o s t ,  FNV j u s t i f i a b l y  d id  no t  s e e  what 
benef i t s  it was g e t t i n g  from p a r t i c i p a t i n g  i n  t h e  HG program. A s  
a  r e s u l t ,  it d i d  not  monitor what t h e  savings  and loans  d i d  wi th  
the  HG funds. 

Lessons Learned: 

FNV has not been a b l e  t o  s t imula te  a  well-balanced i n t e r e s t  i n  HG 
funds. CASA, t he  only savings and loan  t h a t  borrowed HG funds 
mis-managed them: 

- Allowing developers us ing  HG funds f o r  cons t ruc t ion  t o  
sell  t h e  u n i t s  t o  below income f a m i l i e s ,  wi thout  
r equ i r ing  a l l  s a l e s  t o  involve long term f i n a n c i n g  
terms t h a t  a r e  HG e l i g i b l e .  

- Allowing a  l a r g e  p r o j e c t ,  La Toma, t o  go o u t  of 



control, to the point that significant funds have been 
cpent, with the likelihood that the project will not be 
completed in the near future, or ever. 

FNV did not make an effort or attempt to exercise control or 
supervise how the HG funds were used by CASA. Furthermore, it 
has never made a concerted effort to actively sell the borrowing 
of HG funds. It has proven itself to be an totally ineffective 
supervisory agency, with the BG program paying the price. Worse 
yet, it doesn't even see its role as involving direct project 
supervision or aggressively pushing funds that it has borrowed 
and earmarked for the savings and loans. 

From my interviews and the track record reviewed, the quality and 
training of personnel that make up the savings and loan industry 
in El Salvador has proven itself to be extremely weak. This 
impression was confirmed by several private sector contacts with 
whom I discussed this industry. I'heir track record of financing 
unprofitable projects and loans proves that the private sector 
which the savings and loans had until recently doesn't guaranty 
technical competence. 

Before AID considers in future housing strategies bringing this 
industry private again by perhaps re-capitalizing it, A I D  should 
invest in heavy duty, intensive basic training. 

Send the entire corps of senior and middle managers to the US 
League of Savings Institutions' Institute for Fmancial Education 
for as comprchcnsive a series of semPr1ars as is available. Don't 

:let them out of there until they show that they at least 
understand the basics of construction project management, credit 
analysis, accounting, regulatory supervision, computer 
applications and loan processing. 

The HG mechanism lacks adequate checks and balances required to 
prevent commercial rate loans to the borrower from being used by 
implementing agencies to on-lend at sub- commercial rates such as 
404%. More stringent safeguards have to be developed and built 
into future implementation agreements. 

. The requirement that the borrower make the appropriate legal 
arrangements so that HG funds can be directly transferred from 
the borrower (e.g., GOES) to the project implementing agency, 
whether it be a public or private sector institution, should be a 
standard Implementation Agreement condition. A related condition 
should be a guaranty by the borrower that the implementing agency 
will have a two to four point margin on the HG funds. it uses. 

The only exception to this direct lending process is if the FNV 
type intermediary is ready to play a strong supervisory project 
management role in exchange for channelling the funds to the 
final institutional destination. 



4. LOW COST HOUSING 

1ihat. Went Wrong: - - 
CJlth r ap id  cii~bursement being high p r i o r i t y ,  h igher  c o s t  
s o l ~ i t i o n s  were f inanced,  because i n s t i t u t i o n s  l i k e  IW and CASA 
cl.airned t h a t  s u c h  p r o j e c t s  could be b u i l t  more quickly.  I V U  and 
Lhc savings and loans provided housing t o  below median income 
households by dea l ing  with the  market and t h e  b u i l d e r s  a s  they 
existed. They d i d  not  t r y  t o  make o r  change t h e  r u l e s .  A s  a 
result, t h i s  output  was based on'consumer p re fe rence  and 
expectat ion,  - not  on what was af fordable .  

\ h a t  I V U  and CASA d id  was t o  cont inue t h e i r  t r a d i t i o n a l  
p~-oyra~ming ,  using HG a s  a veh ic le  to  do so.  I t  adjus ted  
p r o j e c t s  c u r r e n t l y  i n  hand i n  order  t o  f i t  i n t o  t h e  HG s t r u c t u r e .  

Thcy did  not change t h e  scope of i t s  low income p r o j e c t  
involvement by designing and promoting new low-cost type products  
which meet t h e  paying c a p a c i t i e s  of t h e  low income and which can 
be financed without  a r t i f i c i a l l y  low lending terms.  I V U  h a s  
undertaken some sites and s e r v i c e s  p r o j e c t s ,  b u t  they a r e  not  i n  
t h e  mainstream of what it produces. 

T h e  savings and loans d id  produce low c o s t  u n i t s  f o r  t h e  f i r s t  
tine i n  i t s  h i s t o r y ,  s e l l i n g  them a t  market r a t e s .  However, 
since i ncur r ing  t h e  s e r i o u s  f i n a n c i a l  problems, r e s u l t i n g  i n  them 
being na t ional ized ,  they l e f t  t h i s  market. 

It t he re fo re  appears t h a t  t h e  HG d id  not  have any long term 
impact on t h e  low c o s t  housing production p o l i c i e s  of t h e  
i n s t i t u t i o n s  it worked with.  

Lessons - Learned: 

A c r i t i c a l  component of a HG should inc lude  s u b s t a n t i a l  t e c h n i c a l  
a s s i s t a n c e  t o  promote, develop and, i f  necessary,  import housing 
cons t ruc t ion ,  m a t e r i a l s  and product technology. Development of 
cross  subsidy schemes i n  terms of  lending terms a s  w e l l  a s  mixing 
higher  c o s t  with lower c o s t  upgrading o r  s i t e s  and s e r v i c e  type  
products should a l s o  be ' inc luded  i n  t h i s  t e c h n i c a l  a s s i s t ance .  

This technology should be intended t o  change t h e  housing market 
and home cons t ruc t ion  p rac t i ce ; ,  a t  l e a s t  f o r  t h e  l a w  income 
housing market arid t h e  i n s t i t u t i o n s  a s soc ia ted  with developing 
and f inancing it. 

How each implementing agency works w i t 5  t h i s  technology and 
app l i e s  i t  should be meticulously speJ.led o u t .  The i d e a  he re  i s  

' t o  assure  that t h e  lowest c o s t  product t h a t  i s  acceptable  t o  t h e  



target population is financed with HG funds, - not whatever is out 
there that carries the cheapest price. Also included should, be a 
mechanism that assures that this technology will be built into 
the mainstream of the project work of the implementing agency 
after the NG related projects are completed. 

This type of struct.ura1 change of a housing market obviously 
cannot be fully effected In a rapid disbursement, emergency room 
climate like El Salvador. If there is no time for anything much 
beyond rapid hard currency transfer, using low income housing as 
the justification, than the HG is not an appropriate vehicle. 

AID forgot that fast disbursement of substantial funds runs 
against what a HG is all about. One HG gokl is to increase 
resources for low income housing. This goal - can be accomplished 
as part of a East'disbursement plan. . . . . 
Ijowe-der, the other perhaps even more important HG goal is to 
effect lasting changes that transcend the housing units that the 
funds might be helping to build. This activity involves 
implementing structural changes in terms of the housing market, 
institutional reform and housing policy changes that promote low 
cost housing with non-subsidized financing terms. 

Achieving progress in reaching this goal is time consuming and 
risky. It therefore does not lend itself t.o a quick-turnaround 
crisis. The HG should therefore not be applied to a country with 
short time fuse. The HG program is a long-term instrument 

;whose relatively extensive time requirement is critical if .it has 
a shot at being successful. 

5 .  WATER AND ELECTRICAL CONNECTIONS -- 
, Nhnt Went Wrong: - 

a. I11e most recent problem involves $1.25 million of HG loans to 
AMDA (water authority) for construction and five year financing 
(for beneficiaries) of 2,863 water and sewerage connections in 66 
informal communities. Two types of delays have constrained this 
project: 

- AID reviews and authorizes disbursement to ANDA through 
SETEFE (Secretaria Tecnica de Financiamiento Externo- 
the government agency in charge of coordinating foreign 
aid to government programs), only to be notified by 
Riggs Bank, the ~ k ~ a  Agent, that the GOES 
(Eorrower) is in arrears on HG loan payments. A s  a 
result, all disbursements ta fhe G O E S  were delayed. 



- Cn funda author ized  i n  a  period when t h e  GOES was n o t  
i n  arrears, G U C ~  as  i n  Apr i l ,  1986, t h e  funds could 
s t i l l  not  be disbursed t o  ANDA. Once a  disbursement 
has been approved, SETEFE and ANDA a r e  requi red  to  
e s t a b l i s h  a budgetary l i n e  i tem i n  t h e  Nat ional  Budget 
f o r  in t roducing  bas ic  s e r v i c e s  i n  informal  conununities. 
T h i s  a c t i o n  is forthcoming but  w i l l  most l i k e l y  t a k e  
another few months. 

C1:c t o  these de lays ,  SETEFE has advanced ANDA 1.8 m i l l i o n  Colones 
u n t i l  t he  HG funds a r e  disbursed,  enough t o  complete work i n  27  
of the  66 colruuunities. SETEFE does not  have t h e  resources  t o  
advance the  e n t i r e  amount. So, while t h e  p r o j e c t  p lans  have been 
drawn  up,  t he  a c t u a l  work and HG disbursements remain unava i l ab le  

1 

d u e  t o  these e x t e r n a l  problems. 

A ;nore minor problem that '  unexpectedly developed was t h a t  t h e  
. . 

p r o j e c t  was too  l a r g e  i n  scope f o r  A N D A ' s  c a p a b i l i t i e s  and 
rcriources (66 communities/ 10 con'tractors t o  do t h e  work). 4s a 
r e s u l t ,  a  consul t ing  f i rm had t o  be h i r e d  as a coordina tor  and 
manager t o  expedi te  and review plans.  T h i s  a d d i t i o n a l  a s s i s t a n c e  
increzsed the  budget of t h i s  venture by 10%. 

b. Prior t o  1981, ANDA and CAESS ( e l e c t r i c  company) supp l i ed  o f f -  
site i n f r a s t r u c t u r e  f o r  new developments, once a  p r o j e c t  was 
completed. With t h e s e  u t i l i t i e s  f i n a n c i a l  condi t ion  
d a k r i o r a t i n g ,  t h e  r u l e s  changed, r equ i r ing  t h e  b u i l d e r s  t o  
i n s t a l l  a l l  o f f - s i t e  a s  w e l l  a s  on-s i te  i n f r a s t r u c t u r e .  

Developers l i k e  IVU e i t h e r  r e so r t ed  t o  c o n t r a c t i n g  ANDA f o r  t h e  
work ( o r  a  con t rac to r  t o  do t h i s  work) o r  d id  it in-house. 
Davclopers t he re fo re  had t o  gear up f o r  work which they had no 
experience i n .  The r e s u l t  was long de lays  and c o s t  overruns t h a t ,  
we're passed on the  t o  t h e  f i n a l  b e n e f i c i a r i e s -  a s  i n  t h e  case  of  
the  IVU I p r o j e c t .  

I n  addi t ion ,  t h e r e  was confusion about what c o n s t i t u t e d  
a c c c j ? t a b l ~  design/approvaJ. s tandards  f o r  t h e  water and e l e c t r i c  
connections which ANDA and CAESS a r e  r equ i red  t o  approve. 
Pro jec ts  were f i r s t  approved i n  p r i n c i p l e  by ANDA and CAESS, when 
t h e  plans were drawn ap. The developers then  prepared t h e  f ina l .  
plans,  secured f inancing  and began cons t ruc t ion .  

Frequently, when ANDA and CAESS revieved t h e  a c t u a l  water  and 
e l c c t r i c  conncctions, a s  i n  t h e  case with t h e  e l e c t r i c i t y  
i n i t i a l l y  i n s t a l l e d  i n  t h e  Prados de Venecia p r o j e c t ,  . they were 
n o t  s a t i s f i e d  with t h e  work and requi red  r e v i s i o n s .  The b u i l d e r s  
thcn had t o  spend S h o v e r  t h e  o r i g i m l  c o s t  03 each u n i t  i n  
Prados de Venecia f o r  a d d i t i o n a l  e l e c t r i c a l  work. 

Another example involved i n s t a l l e d  sewerage having t o  be redone 
on accoimt of ANDA not  being s a t i s f i e d  with t h e  deve loper ' s  work 



occurred with La Toma project. 

Lessons Learned: I, 

Some form of ESF type advance system is required to handle the 
unexpected external problems such as borrower arrearage or 
government budget requirements that can delay or shut down HG 
disbursements. 

Part of any PP should be a thorough financial and institutional 
evaluation of - all involved parties, including peripheral ones 
that are not directly involved, such as the utility companies. 

For instance, in the institutional evaluation of FSV concurrently 
underway, just analyzing FSV is not sufficient. I would add a 
second phase to this evaluation, in which third parties would be 
evaluated. 

In this second phase, I would analyze the Instituto Salvadoreno 
de Seguro.Socia1, the agency that collects the contributions for 
FSV. I would also assess conditions wit11 the major employers 
making contributions. I would also investigate all government 
agencies that have the legal potential of earmarking FSV funds 

; and assess the likelihood of this happening. And I would try to 
project from interviewing coristruction companies, what is likely 
to happen with the housing market that FSV contributors are in. 

I 

If any of the parties even indirectly involved look unstable, 
overloaded with work, not agg~essively managed, or financially 
unsound, up to 25% more time and up to 108 more costs should be 
built into the project implementation schedule. 

In developing countries, focusing the evaluation mainly on 
institutions directly involved with the HG is risky. In most 
cases, they are prone to be heavily affected by external factors, 
such 'as what is happening in the companies, institutions or 
government agencies with which they work. 



6. IMPLECIENTING AGENCY: I V U  

What Went Wronq: 

$10.6 m i l l i o n  of  t h e  NG have been used by I V U  t o  b u i l d  and 
f inance  @ 12%,  20 y e a r s  2,899 u n i t s .  HG funds have dominated 
I V U ' s  o p e r a t i o n s .  From 1981 through 1985, I V U  b u i l t  and f i n a n c e d  
a ' t o t a l  o f  3,320 u n i t s ,  wi th  a n  average c ~ s t  of  19,861 Colones. 

The u n i t s  t h a t  I V U  c o n s t r u c t e d ,  were t h e  h i g h e s t  c o s t  s o l u t i o n s  
a l lowable  under t h e  HG program. The i r  p roduc t  i n  terms o f  p r i c e  
and des ign  i s  mainly  f o r  t h e  lower end of t h e  middle  class i n  
terms of income. However, suc:h p r o j e c t s  were approved i n  o r d e r  
, to exged i t e  f a s t e r  program development and subsequent  HG 
disbursements.  

I W  has  a smal l  slum upgrading and si tes and s e r v i c e s  program 
funded w i t h  i n t e r n a l  r e sou rces ,  b u t  r e p r e s e n t s  a drop  i n  t h e  
bucket  i n  magnitude t h a t  d i d  : n o t  develop i n t o  a major a c t i v i t y .  

Adminis t ra t ive  c o s t s  a r e  extremely h igh  and c o l l e c t i o n s  a r e  a 
s e r i o u s  problem. I ts  c u r r e n t ,  f i n a n c i a l  c o n d i t i o n  i s  ex t remely  
weak a s  the r e s u l t  of  low-cost funds  from t h e  Government hav ing  
been a lmost  e l imina t ed .  A l l e g a t i o n s  o f  g r a f t ,  c o r r u p t i o n  and 
feather-bedding con t inue  t o  plague i t s  o p e r a t i o n s  a t  p r e s e n t ,  
r e s u l t i n g  i n  over-pr iced u n i t s .  

\ 

I V U ' s  low-qual i ty ,  incompetent  s t a f f  slowed down t h e  t r a n s f e r  o f  
IiG and o t h e r  A I D  funds ,  thereby  s lowing down HG p r o j e c t s  e . g . , :  

I 

l - For each HG f inanced 'hous ing  p r o j e c t ,  I W  i s  r e q u i r e d  
t o  submit  a  work p l a n  t o  SE?TEFE f o r  review and 
approva l .  These p l a n s  were f r e q u e n t l y  found t o  be  f u l l  
o f  a r i t h m e t i c  e r r o r s  and i n c o n s i s t e n c i e s .  I n  checking 
u n i t  c o s t s ,  t hey  were f r e q u e n t l y  found t o  be h i g h l y  
i n f l a t e d .  The methodology a p p l i e d  to  t h e s e  work p l a n s  
were n o t  c o n s i s t e n t ,  wi th  each engineer  app ly ing  h i s  
own. 

These p l a n s  g e t  r e tu rned ,  IVU re-submits them w i t h  more 
such e r r o r s ,  and t h e  HG o f f i c e  f i n a l l y  ends  up w r i t i n g  
t h e  p l a n  f o r  I V U .  

I V U ' s  P r e s i d e n t  c la ims t h a t  S E T E F E 9 s . c r i t e r i a  f o r  
approving a HG p r o j e c t  a r e  a r b i t r a r y  and n o t  wel l -  
def ined ,  t he reby  r e s u l t i n g  i n  de lays .  This  e v a l u a t i o n  
found t h i s  a l l e g a t i o n  no t  t o  be t r u e ,  f i n d i n g  t h a t  
t h e r e  a c t u a l l y  were numerical  c o n s i s t e n c i e s  o f  
s i g n i f i c a n t  magnitude, a long  w i t h  u n r e a l i s t i c  c o s t  
e s t i m a t e s .  

A I D  f i n a l l y  developed a  c o s t  e s t i m a t i o n  and c o n t r o l  

14 



methodology for IVU, including some training associated 
with it. Whether such a tool alleviates this problem 
remains to be seen. 

- IVU's submissions to AID for project advances are 
usually so 1,ate that it runs out of cash and has not 
been able to pay some its bills. Receipts for these 
bills are required to replenish the advances already 
spent, which are required to proceed with the HG 
project. 

I W  has proven to be incapable of putting together 
basic cost control'paperwork- bill receipts, work 
completed, work planned, costs associated with this 
work, etc. 

As a result of IVU's technical incompetence in developing 
projects, the HG funds disbursed to IVU have been very slowly 
converted into housing units and loans, taking two to three times 
longer than it should, resulting in excessive administrative 
costs: 

For a 200 unit HG project on flat land: Months 
ow---.---- - Conceptualize the project: 3 - Design the project, develop 

the work plans and conduct 
I 

all required surveys, land purchase 
and logistical arrangements: 6 - Submit work plan and cost estimates 
to SERTEFE for approval: 3 - Construction: 20 - Price units built based on costs 

5 incurred and sell them *: 

* The problem her 2 has been, once the units are 
completed, IVU has let displaced families move in. 
Then, IVU tries to determine how much the units 
actually cost, from which it sets a price. The 
residents usually dispute the price, resulting 
in the conflict being resolved in the General 
Assembly- e.g., La Fuerteza project (480 units) and 
San Bartolo I (192 units). 

IVU's departments as well as the unions that construct the houses 
are strongly affiliated with different political parties. The 
result is a total lack of inter-departmental cooperation. 



P o l i t i c a l  a f f i l i a t i o n  and how a  p r o j e c t  i s  i n t e r p r e t e d  a s  f a r  a s  
which p o l i t i c a l  i n t e r e s t s  it serves ,  Cetermines t h e  t e c h n i c a l  
performance o r  q u a l i t y  of output  of a department f o r  a  p r o j e c t .  

I n  housing cons t ruc t ion ,  l abor  usua l ly  makes up 40% of  t h e  to ta l .  
c o s t  and mate r i a l s  60%. With I V U ,  it i s  the  r eve r se .  The 
cons t ruc t ion  union which has  a l e f t i s t  p o l i t i c a l  a f f i l i a t i o n  and 
opposes t h e  Duarte adminis t ra t ion ,  p r a c t i c e s  a  form of  p r i c e  
ex to r t ion  t h a t  I V U  management cannot con t ro l .  This  problem makes 
I V U  u n i t s  more expensive than t h e i r  p r i v a t e  s e c t o r  coun te rpa r t s .  

I V U ' s  l ack  of accounting, p a r t i c u l a r l y  c o s t  accounting, i s  a  
major reason why it has  no i d e a  of  what p r o j e c t s  r e a l l y  c o s t  o r  
t h e  s t a t u s  of any of i t s  accounts a t  any po in t  i n  time. 
Frequently f i e l d  engineers  develop a  p r o j e c t  budget a s  t h e  
p r o j e c t  i s  being b u i l t .  I V U  t r i e s  t o  determine what a  p r o j e c t  
a c t u a l l y  c o s t s  a f t e r  t h e  f a c t .  

Usually t h e  a c t u a l  c o s t  t h a t  I W  determines r e p r e s e n t s  a  p r i c e  I 

t h a t  no one i s  w i l l i n g  t o  pay. I W  then has t o  a r b i t r a r i l y  
reduce t h e  p r i ce .  

I V U ' s  l ack  of c a p a b i l i t y  i n  i n s t a l l i n g  any meaningful c o s t  
con t ro l  and f i n a n c i a l  r epor t ing  make i t s  f i n a n c i a l  condi t ion  
d i f f i c u l t  t o  a s s e s s  o r  improve. I t  i s  known t h a t  it i s  f u l l y  
dependant on government g r a n t s  and A I D  funds. Although IVU's new - 
Pres ident  of s i x  months i s  consc ien t ious ly  t a r g e t i n g  t h e s e  a r e a s  
f o r  improvement, it remains t o  be seen what impacts,  i f  any, w i l l  
r e s u l t .  

Lessons Learned: 

G years  and $10.6 mi l l ion  of HG funds seems t o ' h a v e  had l i t t l e  t o  
no impact on I V U ' s  opera t ions ,  type o r  c o s t  o f  ou tpu t ,  o r  
f inancing terms t h a t  it offer-s .  I t  i s  a s  f i n a n c i a l l y  weak and 
t e c h n i c a l l y  inccmpetent an i n s t i t u t i o n  today as i t  was i n  1980 
before t h e  HG. 

I V U  has  n o t  shown subs tan t ive  i n t e r e s t  i n  changing i t s  housing 
product, marketing, c l f e n t e l e  o r  opera t ions  i n  exchange f o r  t h e  
HG money. Ins tead ,  it e x t r a c t e d  from i t s  t r a d i t i o n a l  l i n e  of 
business what i s  NG e l i g i b l e  and has  continued t o  opera te  e x a c t l y  
a s  it had p r i o r  t o  t h e  HG. A I D  a n d  I V U  never came t o  an 
understanding about what t h i s  loan  was r e a l l y  a l l  about. 

Reaching such an understanding probably would.not have made much 
of a  d i f f e r e n c e  i n  t h e  case  of  IVU.  Since 1980, t h e r e  have been 
f i v e  d i f f e r e n t  p res iden t s  and genera l  managers which have brought 
i n  t h e i r  own corps of middle managers. Each change of  
adminis t ra t ion  has  r e s u l t i n g  i n  major changes i n  opera t ing  
p r a c t i c e s .  This lack  of c o n t i n u i t y  has  added t o  the  o v e r a l l  



confusion and slow pace o f  p r o j e c t s .  

What IVU o f f e r s  t h e  HG program i s  a c o n d u i t  t o  below median 
inconle housing t h a t  i s  f inanced  @ close t o  market  r a t e s  (12% a t  
p r e s e n t ) .  I f  A I D  wants t o  d e l i v e r  a  s i g n i f i c a n t  volume o f  low 
income housing a t  c l o s e  t o  market l end ing  terms,  it h a s  no cho ice  

. b u t  t o  work wi th  I V U .  No o t h e r  i n s t i t u t i o n  p rov ides  t h e  volume 
of product  and t h e  f i nanc ing  terms t o  t h e  below median income. 

Despite A I D  guidance,  I W  con t inues  t o  be unable  t o  p u t  t o g e t h e r  
- a reasonably e f f i c i e n t  ope ra t ion .  I t h e r e f o r e  recommend t h a t  t h e  

most p r a c t i c a l  o p t i o n  t o  cons ide r ,  i f  such i n s t i t u t i o n a l  
o b j e c t i v e s  a s  i n c r e a s e d  r e s o u r c e s  f o r  low income hous ing  @ market  
i n t e r e s t  r a t e s  a r e  t o  be promoted, i s  f o r  A I D  t o  mob i l i ze  an  
e l i t e  p r o j e c t  implementation u n i t  w i t h i n  IW. 

This un i t .would  be  managed by A I D  c o n t r a c t o r s  on a t e c h n i c a l  
a s s i s t a n c e  b a s i s .  Seve ra l  o f  t h e  more mot ivated IW employees 
t h a t  would be i d e n t i f i e d ,  wi th  t h e  h e l p  o f  IVU's P r e s i d e n t ,  would 
leave  t h e i r  r e s p e c t i v e  depar tments  and become t h i s  u n i t ' s  s t a f f .  

The r e s t  o f  I V U  would be  u n o f f i c i a l l y  w r i t t e n  o f f  as a ;aroductive 
i npu t  a s  f a r  a s  HG p r o f e c t s  go. T h i s  u n i t  would e s s e n t i a l l y  t a k e  
over a s  many of  I V U ' s  r e s p o n s i b i l i t i e s  a s  p o s s i b l e  so t h a t  t h e  
I I G ' s  p r o j e c t s  and i n s t i t u t i o n a l  o b j e c t i v e s  a r e  exped i t ed .  I n  
terms o f  t e c h n i c a l  w o r k , t h i s  u n i t  would i n t e n t i o n a l l y  bypass t h e  
r e s t  of  t h e  i n s t i t u t i o n ,  except  i n  c a s e s  where it i s  n o t  
pos s ib l e ,  such a s  t h e  union dominated c o n s t r u c t i o n  a c t i v i t y .  

The IW employees t h a t  make'up t h i s  u n i t ' s  s t a f f  would be groomed 
t o  run I V U .  The timeframe f o r  e v e n t u a l l y  p l a c i n g  them back i n  
t h e i r  depar tments  and r e t u r n i n g  r e s p o n s i b i l i t i e s  t o  t h e  v a r i o u s  
departments would n o t  be s e t .  ' It i s  imposs ib l e  t o  de te rmine  how 
long such a u n i t  would be needed. 

Such a  coo rd ina t ing  u n i t  h a s  a l r e a d y  been e s t a b l i s h e d  by A I D  f o r  
expedi t ing  t h e  p r o j e c t  des ign  and c o s t  e s t i m a t i o n  o f  HG p r o j e c t s .  
Its on ly  d e f i c i e n c y  i s  t h a t  what it does  is  n o t  al l-encompassing 
enough i n  terms o f  t a k i n g  over  I V U ' s  e n t i r e  o p e r a t i o n s .  

7. THE BORROWER'S INTEREST I N  HG FUNDS 

What Went Wrona: 

Not a l l  GOES o f f i c i a l s  were convinced t h a t  it was t h e  most 
app rop r i a t e  t ime t o  c o n t r a c t  t h e  funds .  This  l a c k  o f  consensus 
r e s u l t e d  i n  confus ion  and i n a c t i o n  on t h e  p a r t  o f  GOES when Pa ine  
Webber submit ted an o f f e r  f o r  thee l o a n .  



Lessons Learned: 

A I D  should spend more t ime with t h e  Borrower i n  p resen t ing  t h e  
i s sues ,  the  mechanics of  t h e  loan,  and what A I D  expects  t o  g e t  
from the  loan. An e x t r a  comprehensive e f f o r t  should be made t o  
assure  t h a t  a  consensus i s  reached on t h e  t iming o f  b ids  and 

. negot ia t ions .  

8. AID ADMINISTRATION 

What went Wrong: 

From 198d t o  1985, t h e r e  was no fu l l - t ime  A I D  o f f i c i a l  i n  E l  
Salvador, t o  expedi te  loan  implementation and meet on a  d a i l y  
bas i s  with t h e  Implementing Agencies on i s s u e s ,  problems and 
plans r e l a t e d  t o  t h e  HG. 

AID'S s t r a t e g y  was t h a t  a  few-day v i s i t  S/ every two months o r  s o  by 
t h e  RHUDO would be a s u f f i c i e n t  l e v e l  of management f o r  a  
implementing HG i n  one of  t h e  most d i f f i c u l t  c o u n t r i e s  t o  apply  
fore ign  a s s i s t a c e  t o  on a  c o s t  recovery b a s i s ,  p a r t l y  due t o  t h e  
c i v i l  war. 

As a  r e s u l t  of RHUDO's  r a t h e r  t h i n  follow-up a f t e r  t h e  PP, HG 
progress  r epor t ing  was s u p e r f i c i a l  q u a r t e r l y  r epor t ing .  L i t t l e  
in-depth, subs tan t ive  a n a l y s i s  and recommendations regar.ding t h e  
delays and new developments a r c  ev iden t  from t h e  A I D  f i l e s  
reviewed. 

S t a r t i n g  i n  1985, a  Resident Housing O f f i c e r ,  with s e v e r a l  PSC 
support  s t a f f ,  was i n s t a l l e d .  This  opera t ion  is loca ted  i n  t h e  
General Development Of f i ce ,  an engineering and c o n s t r u c t i o n  
o r i en ted  o f f i c e .  

I 

T h i s  r e l a t i o n s h i p  seems to be a  mis-match. The i s s u e s  of major 
concern t o  t h e  housing group, such a s  s h o r t  and long term 
f inancing,  c o s t  recovery,  i n t e r e s t  r a t e  p a r i t y  and t r a i n i n g ,  do 
no t  have much i n  common with the  construction/engineering 
i n t e r e s t s  of GDO. A s  a  r e s u l t ,  what t h e  housing group i s  doing 
and the  problems i t  i s  s t r u g g l i n g  with have been given a  
r e l a t i v e l y  Low p r i o r i t y ,  and a r e  t h e r e f o r e  n o t  well-understood. 

The l e v e l  of understanding S ~ Q W ~  by GDO t o  d a t e  is- why h a v e n ' t  
they moved t h e  HG a t  a f a s t e r  pace when o t h e r  housing programs 
such a s  r u r a l  housing progress  according t o  schedule? 

I W ' s  Pres ident  repor ted  t h a t  A I D  h a s  n o t  shown aGequate i n t e r e s t  



i n  what i t  i s  doing and t h e  problems i t  has had with SETEFE. I t  
wanted more d i r e c t i o n  from A I D  as t o  t h e  a p p l i c a t i o n  of the,HG 
funds f o r  p r o j e c t s ,  what t h e  N G ' s  housing p o l i c y  o b j e c t i v e s  a r e ,  
and who r e a l l y  runs AID housing pol icy .  The fol lowing examples 
of A I D ' S  lac?; of communication were c i t e d :  ' 

- Inadequate i n t e r f a c e  with A I D  Housing personnel- the  E l  
Salvador Housing O f f i c e r  and t h e  RHUDO was s a i d  t o  only 
have v i s i t e d  IVU twice over t h e  p a s t  yea r .  Marcelo 
Miranda, a PSC t h a t  has  worked r e g u l a r l y  with I V U ,  i s  
no t  seen by I W  a s  being AID.  I t  seems t o  be looking 
f o r  communications with A I D  "gringo" o f f i c e r s  on 
c e r t a i n  matters .  

- Several  l e t t e r s ,  over t h e  p a s t  year from t h e  Pres iden t  
of I V U  t o  Robin Gomez, t h e  A I D  Mission Di rec to r ,  
weren ' t  even answered. 

In  summary, I V U  expects  t o  g e t  t o  know and meet wi th  more 
r e g u l a r l y  A I D ' S  s en io r  management respons ib le  f o r  housing. 

T h i s  approach t o  IVU was brought about by a  new A I D  GDO opera t ing  
pol icy  put  i n t o  e f f e c t  i n  September, 1985. I t  c a l l e d  f o r  t h e  
Housing Off icer  and a l l  r e l a t e d  personnel t o  reduce i ts  emphasis 
on working and meeting wi th  HG Implementing Agencies. Ins tead ,  

, . they were d i r e c t e d  t o  focus p r imar i ly  on the development of 
PKONAVIPO . 
T h i s  o rganiza t ion ,  i s  await ing au thor iza t ion  by t h e  GOES General 
Assembly t o  draw down A I D  funds a s  wel l  a s  o t h e r  i n t e r n a t i o n a l  
donor funds. A t  p resent ,  2 5  m i l l i o n  Colones o f  ESF and $20 
mi l l ion  of IDB funds have been earmarked f o r  it. The vote  i n  t h e  General Assembly i s  expected i n  another  month. 

In  t h e  meantime, PRONAVIPO, a s s i s t e d  by v i s i t s  by t h e  Housing 
Off icer  and h i s  s t a f f  s e v e r a l  t imes a  week, i s  working on d r a f t  
l e g i s l a t i o n  f o r  a d d i t i o n a l  funding and developing a r o s t e r  of 
p o t e n t i a l  low c o s t  housing producers- cons t ruc t ion  companies, 
parastata3.s.  I t  i s  a l s o  promoting what i t  w i l l  do and how it 
w i l l  funct ion  t o  the  var ious  i n s t i t u t i o n s  t h a t  p l a y  a r o l e  i n  t h e  
low income housing market. 

Lessons Learned: 

A s p e c i a l  p r o j e c t  u n i t  i n  each implementing agency o r  a 
' 

clearinghouse organiza t ion  t o  promote and expedi te  p r o j e c t s  t h a t  
d i r e c t l y  support  HG o b j e c t i v e s  i s  a  necessary i n g r e d i e n t .  



drawdown of the escrow. 

9. CONSISTENCY OF HOUSING POLICIES 

What Went Wrong: 

In theory, the El Salvador's low income housing sector operat-ing 
guidelines were supposed to be established by tho Vice blinistry 
of Housing. It was supposed to set, with input from AID and 
housing related ministries, the following types of standards: 

- Housing product mix to be bdl? and design 
standards- traditional 2 BR, lBR, sites and 
services, sites and services with f l ~ o r  and 
ceiling, condominiams. 

- Unit costs by type of solutic a- 
- - ,Geographjc distribution of l ~ i  income housing: San 

Salvador versus rest of country. 

.- Cost recovery and financing term; - 

- Loan affordability and HG eligibility criteria. 

Once these standards were set by the Vice Ministry of Housing, 
they would be applied to the operations of all public 
institutions involved in housing- I W, FSV, ANDA, IMPEP, FNV, 
ANTEL, DUA etc. 

I 

,This ideal for achieving consistency in government-sponsored low 
income housing activity has failed, becsuse the GOES has not 
given the .Vice Ministry. of Housing the authority to set, 
supervise and force government institutions to comply with a 
common set of operating standards. 

As a result of the Vice Ministry of Housing not having any 
muscle, the HG program, through SETEFE, has had to cut its own 
deals with each institution. There is an inconsistency of 
standards and operating practices among institutions with which 
the HG program is dealing. 

Lessons Learned: 

The GOES elected to exercise the HG and has regularly supported 
HG-style housing assistance in terms of rhetoric. However, 
housing does not seem to be high enough priority to the GOES in 
terms of action. If it were, more directives would have been 
implemented to eliminate the inconsistencies among institutions 
and give the Vice Ministry of Housing the authority to implement 
one set of operating standards to apply to low income housing 
funds. 



Such a policy would reduce confusion within the institutions 
themselves as to what are the low income housing objectives and 
how they should be contributing towards accomplishing these 
objectives. 

Without such a mechanism, HG funds loans are on-loaned at 12% as 
well as at 4%-6% for the same income level beneficiaries. It 
funds the construction of two bedroom units as well as sites and 
service units for the same target population. Such conflicting 
activities has made it unclear as to what this program is trying 
to accomplish. 

The bottom line of these circunstances is that low .income housing 
progress is being made in terms of number of affordable units 
produced by the HG and at least partial cost recovery. However, 
institutional development has been minimal, partially because the 
low income housing sector remains dis-organized and adversely 
affected by contradictions. 

The AID Mission is just now coming to terms with these 
circumstances. It is in the process of exploring alternative 
strategies to address these issues more pragmatically. 


