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PROP

Revised March 31, 1975

Project Title: Self-Help Low Income Shelter Program -
Development Program Grant - Foundation for
Cooperative Housing (FCH)

Project No:

A. Statement of Goal:

1. Goal

The goal of the program is to assist LDC governments develop con-
‘tinuing programs to provide shelter for the poorest majority in
developing countrieg through LDC housing policy shifts from
paternalistic, suhsidized low income housing programs to self-help
~shelter programs utilizing minimal or no subsidies. This goal will
be achieved by: :

a. Demonstrating that shelter can be afforded by low income
famil.es without the‘necessity for large subsidies.

b. Strengthening local housing and cooperative organizations
enablinz them to implement this type of project on a continuing
basis.

.¢c. Provision of long term mortgage financing to homeowners from
local housing finance institutionms.

2. Measures ofAGoal Achievement

a. Three projects should be underway in the second year of the.
grant program providing improved shelter for approximately

1000 to 2000 low income families.

b. Establishment of multi-service community organizations within
the projects to provide community services (identified by the
residents) to help in such areas as access to credit, job avail-
ability, health services, family planning and better nutrition.




4.

-2 -

c. After completion of successful projects; local policy
changes should occur which reflect increased awareness of the
methods awvailable to finance and implement non-subsidized
lower income shelter programs.

Means of Verification

AID reports and inspection.
FCH repofts.
Reports from local organizations sponsoring projects.

Assugption_About Goal Achievement

a. =-Pocr people‘in developing countries have a strong desire to
improve their shelter and general wellbeing and are willing
to work toward this goal.

- =That low income families can afford non-subsidized "housing if
~ building standards are reduced and long term financing is available.

-Thet long term mortgage financing will be made available
from international or local sources. '

b. That other U.S. and local cooperative organizations will pro-
vide inputs of technical assistance as described in Rationale.

c. That local governments and coops will direct local resources
to thas type of activity after completion of the projects.

B. Statement of Purpose:

1.

Purpose

To develop a central capacity within FCH to plan, program, design,
and evaluate low income self-help shelter projects which will
improve the wellbeing, health and productivity of the "poorest
majority." : o .

End of Proiect Status

a. Establishment of a permanent division within FCH's central
office concerned with planning, programming, and developing
comprehensive low income shelter projects.. ,




b. Increased capacity within local housing and cooperative in-
stitutions to carry out minimum shelter and community services
activity.

c. FCH to continue finadcing of the new division after termination
of DPG through a) specific short term contracts for project develop-

ment, and b) capitalization of costs of mew division services to -
project costs. o ‘

3. Means of Verificatisn
AID reports and inspection
FCH reports
Reports fiom 1osa1 organisations sponsoring deqbnstration‘projects.

PAR

4. Basic Assumptions for Achievement of Purpose

a. That FCH is committed to a long range program of this
type and that the new central division will provide a
continuous service to FCH projects worldwide; injecting
new techniques for reaching lower income levels.

b. That local housing and cooperative organization will accept
and modify the new concepts and techniques to fit local
conditions.

C. Statement of Uutputs:

1. Outputs

a. New FCH division demonstrates competence in developing minimal
or non~subsidized low income self help projects.

b. New FCH division demonstrates ability to disseminate material
' and information to local organizations resulting in demon-
stration projects.

2. Qutput Indicators

a. Formulation of definitions and criteria for projects.
Completion of reports, visual aids, manuals, and publications
on new techniques.
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b. FCH conducts workshops on minimal or non-subsidized low income housing
and provides technical assistance. Local organization
.. accepts new concepts and develops demonstration projects.
* Finarcial institutions make commitments for projects. FCH
\prepared plans for demonstration projecﬁe‘with local sponsors.

c. FCH aesiste local governments in planning and programming
. future projects under new policies.

3.‘ Means of Verification

AID reports and inspection.
FCH reports.

Reports from local organizations sponsoring demonstration
projects.

4. Assumptions for Achieving Outputs

a. That FCH will acquire qualified staff to carry out the project.
b.‘ That local governments will be receptive to concept
c. That centralized "programming" can be done which will be useful

in developing future projects in many countries, even though
local conditions vary.

D. Inputs:
1. Inputs

a. AID Development Program Grant funds to carry out the project.

FY 75 $200,000
FY 76 200,000
FY 77 200,000

$600,000

b. Long term mortgage financing will be available from AID Housing
Guarauty Program, World Bank, U.N. International Habitat and
Human Settlements Foundation, or other international or local
sources. Funds for on-site project operational costs of FCH
and local organizations will be designed as part of project costs.
Potent’al sources of funding for these costs include AID opera-
tional grants, as well as the above institutions.




2. Lgplementétion Target -

DPG" FY 75  MM* CFY 76 MM FY 77 MM
200 54 200 57 200 56
*Man Months

3. Means of Verification:

AID/W diébursement records, FCH fiscal reports.

4. Assumptions for Achieving Inputs

That funds for DPG and other program costs will be available within
approved AID and/or other institutional budgets for FY 75 through
78.

E. Rationale

1. Background of Proposed DPG

The 1973 Foreign Assistance Act gave increased emphasis to programs
reaching large numbers of low income families in the poorest countries.
In Section 111, it encouraged the broader use of cooperatives in overseas
development and called for greater involvement by private U.S. cooperative
organizations in the foreign assistance program.

In August 1974 the Administrator of AID announced the availability
of AID grant funding of private efforts to improve the "well-being of the
poorest majority in the developing countries.”" Adequate shelter is one
of the most basic elements in the wellbeing of an individual, and expe-
rience has shown that it rates a very high priority by the people themselves
in developing countries. Most recently, LDC governments have increasingly
recognized the relationship of adequate shelter to better health, higher
productivity and a more stable family life.

Past efforts in this area have often treated housing as a separate
element unrelated to the many other problems facing the poorest majority.
So far, very few housing programs have reached the "poorest majority"
living in the slun and squatter areas of most major cities throughout the
world. o :

AID's Shelter Policy adopted in October 1974 (copy attached) makes it
clear that housing and in particular shelter for families in the lower
income sectors or developing countries is a major concern. As the principal
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international source of funding for housing overseas, AID's Housing Invest-
ment Guaranty Program could be a logical source of funding for low cost
shelter if LDC's could be convinced of the feasibility of. using these
resources for low income familiea.

It i8 the intention of the proposed grant to make it possible for FCH
to assist AID and local organizations in the developing countries to identify,
plan, and design low cost housing projects and programs. FCH is proposing
~ that shelter be considered one element in a larger program involving inputs
from other U.S. cooperative organizations to help meet the many needs of
the poorest majcrity. Projects will be developed using a democratic
cooperative framework emphasizing self-help techniques which allow poor
people to solvz their own social and economic problem with a minimum of
outside help.

The shelter element in these projects would be developed by FCH and
local organizations. Other U.S. and local cooperative organizations would
provide help on production cooperatives, consumers cooperatives, health and
family planning services, nutrition programs and other needs identified
by the participants themselves. FCH will undertake the overall planning
and programming ~ecessary to incorporate these other resources into the
project development and design.

Past efforts in the housing areas have been uncoordinated and geo-
graphically scattered. The new DPG would enable FCH to build into its
administrative structure a planning and programming capacity that it now
lacks. This would in turn lead to a greater concentration of effort on
the development of viable projects to house the lower income sectors of
LDC populations.

2. Background on FCH

The Foundatio: for Cooperative Housing (FCH), is a private, non- -
profit, non-political organization established in 1952 to provide technical
services needed ir. the development of cooperative housing for low and moder-
ate income families. It is one of the largest developers of non-profit housing
projects consisting of more than 60,000 homes with a total mortgage value -
exceeding $800 million. The permanent staff for the domestic program
totals more than 200 not including local coop management and maintenance
personnel. FCH handles the complete project from site selection through
marketing, cooperative organization and management after project completion.
Most FCH programs in the U.S. produce new homes in the low and moderate
income range, although FCH also undertakes conversion of existing projects
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to cooperative ownership and special projects such as self-help projects
for migrant workers and rehabilitation of inmer city apartments. In the
United States, FCH operates on & non-profit basis charging a .fee. for its
services which becomes part of the project development cost.

Overseas FCH has worked on a contiﬂuing basis since 1962 in more
than 31 countries, mostly through cost-reimbursable contracts with AID.
FCH has also worked with the InterAmerican Development Bank, the
Organization of American States, the United Nations and local government
housing authorities.

FCH overseas work' has included the development of local cooperative
housing institutions, local savings and loan organizations, cooperative
housing demonstration projects, training programs in cooperatives and
self-help housing, self-help housing projects in both urban and rural
areas and emergency shelter programs for refugees and earthquake victims.
On the basis of existing contracts FCH has an international staff of 24
professionals.

The present FCH international staff is, however, fully committed to
project implementation under existing contracts and is not available for
the centralized planning and programming function for the new activities
described in this PROP. The purpose of the Development Program Grant is,
therefore, to hel) FCH establish a new central office capability to plan,
program, identify and evaluate low cost international housing programs
providing very low income families with improved shelter and other services.
1 Under the proposed DPG, FCH will establish a Planning and Programming
y Divisicn responsible for the development of low income project design,

implementation and evaluation criteria which will be used in project

development activities worldwide.
{

3. Description of Acti§ity:

In the past most housing programs have not been able to reach the very
low income level, because the traditional approach to housing produces an
end product which i{s too expensive. When subsidies are used to .overcome
this problem, the net effect is that a select few low income families
benefit to the exclusion of the many. FCH would, therefore, re-examine

 existing financial techniques, uses of local construction materials, and
approaches to cooperative self-help construction, in order to selectively
apply the methodologies most likely to produce a unit which fits the
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the economic capacity of poor families and is capable of being replicated
on a large scgle nonsistent with the 1imited national budgetary resources
which LDC's can devote to housing. :

_ An important aspect of the proposed program would be to take advantage
of Housing Investment Guarapteed loans as the means of long term mortgage
financing for these projects. FCH, under this grant, would identify

the technical assistance to help the local housing authorities and AID

to demonstrate that such low cost shelter can be built with the private
unsubsidized funds that are available through the guaranty program.

FCH would carry out its planning and programming function developed
under the DPG in close cooperation with the members of the Cooperative
Resource Committee (CRC), which is made up of the major U.S. Cooperative
organizations irnvolved in overseas development. As a member of the CRC,
FCH has participated in preliminary discussions for new efforts whereby
several U.S. coop organizations would work together in a coordinated way
to develop urban demonstration projects, using the cooperative approach
to serve the many needs of low income families. This coordinated approach
is proposed because it is becoming more and more obvious that in dealing
with the lowest income families an effort must be made to improve job
opportunities, health services, water and sanitary facilities along with
an effort to improve their shelter. The FCH work under the proposed DPG
would concentrate on the shelter aspects of the program. Other coopera-
tive and non-cocp organizations would bring in the other needed elements.

Consistent with AID's Shelter Sector Policy of October 1974, the
proposed DPG is directed at providing improved shelter for the poor
majority of LDC populations. Since the most pressing housing problems in
LDC's are centered in the urban areas, FCH will focus on solutions to the
urban as opposed to rural, i.e., small town and village housing problems.
Provincial or secondary cities are included within the definition of
urban areas.

FCH.work under the DPG will involve the programming, planning, develop-
ment, and evaluation of low cost housing projects as four interrelated
activities. The FCH programming and planning effort will involve a search
for a new combination of techniques to be used in selected developing
countries to produce shelter and community services which poor families
can afford. AID's Office of Housing will be responsible for project
monitoring and administration.

The programming and planning work will concentrate on three areas; rinanc—
ing techniques, self-help construction methods, and multiservice cooperative
systems. ‘ ‘




a. . Appropriate methods of financing shelter for low income families:

Projects utilizing innovative techniques and funded initially with
AID hou81ng guaranty money could lead to a redirection of some existing
local resources in the -future. There is also considerable potential for
utilizing specialized systems of savings and credit for meeting shelter re-
quirement of lower income families in many developing countries. Existing
housing finance systems are often set up to :serve upper and middle income
families. The potentizl exists to restructure existing systems or create
new systems speclflcaliy designed to provide savings and credit facilities
for the lower income level. In this regard FCH would collaborate with the
Credit Union National Association (CUNA) as well as with existing savings

and loan organizations to develop adequate f1nanc1al programs to accomplish
this objective.

Efforts will also be made to evaluate the use of innovating ap-
proaches to finance shelter by using such tools as stepped payments, long
term land leases, and smaller, shorter term loans for rapid turnover of
funds. (For example, 15 year home improvement loans would allow a 100%
turnover in a 30-year housing investment guaranty program.) Administrative
mechanisms must be designed to reflect the realltles of marg1na1 group income
and earnlng patterns.

b. Kew systems for self-help construction:

Throughout the warld people are building their own houses without
any help frow local government or the organized construction industry. In
city after city by far the largest number of homes constructed each year
are constructed by their owner's self-help efforts. Much of this construc-
tion takes place in so-called 'squatter” areas but a great deal takes place
on lots purchased legally by the owners. Most governments look upon this
process in a negative way and either attempt to stop the process or ignore
it completely. However, in several developing countries local governments.
are beginning to recognize the positive aspects of this process and are
looking for ways to encourage, plan and control it. Under the proposed DPG,
FCH would examine the economic, technical and social aspects of developing
integrated self-help construction systems which would provide labor, ma-
terials and financing for self-help housing programs. The system would in-
volve production elements which could be locally produced and distributed,
largely utilizing existing industrial plant and existing private suppliers
augmented perhaps by cooperatlve institutions where this is necessary and
feasible.

An alternative gystem might also be developed where each family
could construct its own modules to expand its house over a period of years
as its income permits. This approach to the construction aspects of low
income shelter could be designed to serve scattered lots, throughout metro-
politan areas for example. The system would have special appllcatlon in
many capital cities where open land for new low income prOJects is either
non-existent ov becoming far too expensive.
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Housing Finance Analyst
Design and Construction Advisor
Cooperative Organization/Advisor

The DPG will also finance fulltime secretarial services and
an Information and Training Specialist will devote approximately six man-
months per year to the activity.

The Housing Finance Analyst, Housing Economist/Programmer, Design
and Conmstruction Advisor, and the Cooperative Organization Advisor will
work as a four-man team throughout the life of the DPG project from
identification and programming through project development and evaluation.
This new FCH division is expected to continue its operation with other
financing after "PG funds are expended. The Senior Level Policy and Plan-
ning Adviser will provide overall coordination and direction for the
program, devoting six man-months to the activity each year. The Information
and Training Specialist will assist in preparing material and conducting
training for local government technicians and community organization leaders,
and also prepare reports for publications for dissemination on the results
of the activity.

5. Work Plan Qutline

The work under the DPG will be developed in four overlapping
phases covering a three year, period. The project is phased over a three
year period to aliow 12 months for project planning and design, including
negotiations with host governments, and 24 months for physical construction.

Phase I - Programming and Planning

During this phase the new FCH Division will assemble and. review
material available in Washington related to the planning and programming
of three self-help shelter programs. The team will develop preliminary
project proposals showing the application of; new techniques in financing
shelter for very low income families, new methods for self-help construction
‘and new approaches to community and project organization. This material
will be presented to AID for review and discussions leading to identification
of countries where construction of projects appears feasible.

. The programnming and planning activity will continue as an on-going
function of the new FCH division producing reports, visual aids and workshops

-
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material which zan be used by FCH field men, USAID missions and local
organization responsible for implementing housing projects overseas. The

- expected result would be to encourage increased emphasis on low income
self~help shelter in several developing countries. The material produced
by the FCH division should have a positive effect on locally funded housing
projects and on future national housing policiles.

Phase II ~ Survey Visits and Workshops

Upon app~oval by AID of the FCH Phase I report, FCH technicians
will visit several countries identified under Phase I as having the potential
for successful demonstration projects and where local interest in this
type of activity has been demonstrated. The FCH team will work with
USAID personnel, local government officials and local cooperative leaders to
determine if the conditions exist for proceeding with the projects.

Phase III - Implementation of Projects and Dissemination of
Technical Data

During Phase III the FCH technicians funded under the development
program grant will provide backup services for on-site technicians funded
- from an operationil grant or other sources. Actual project implementation
will be the responsibility of local housing institutions and local coopera-
tive organizations with technical assistance from FCH and other U.S.
cooperative organizations.

During the implementation period the new FCH division will document
project development, preparing case study reports which will be used for
dissemination worldwide.

FCH will werk closely with AID and such international organizations
as IDB, OAS, World Bank, ICA (International Cooperative Association),
United Nations Smecial Agencies, INTERVICO (Inter-American Cooperative
Housing Organization), ICHDA (International Cooperative Housing Development
Agency) and the Cooperative Resource Committee in disseminating information
on the new program using published reports, visual aids and workshops.

" Phase IV - Evaluation and Publication

An imﬁortant part of this activity will be a "built-in" evaluation
system which wili measure both '"tangible" and "intangible" effects. The
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cost and qualit} of the shelter construction will be compared to other local
efforts through base-line studies which will be prepared during Phase III
and updated on a regular basis. Similar baseline studies will be prepared
to measure the intangible '"social' aspects and the economic progress of
individual families and communities. The results will be published in

"how to do it" form for wide dissemination.

XXX
Annexes _ - 3
1. Tentative Schedule -
2. Estimated Budgets ' 4
3. Shelter Program Objectives -




- Nouworany
$ NouvawAz

B2 Y

g ATarodd

. ZQ_kizazwam,D wiva
. ZAo3coyy
2 d w zo_.c«...zmzm.ci.n |
T Puﬂﬂow.c .
R R AR DI AW T - Tz =SVH]
SICHSAIOW § sAahang
o s

B Wz_zzﬂm*«z_zz&_mcmm.

[ Ww(:m..-




¥UH
March 6, 1975

FY 75
Development Assistance
‘Grant
Proposed Budget - April 1, 1975
thru June 30, 1976 (15 moqnths)
I.  Salaries - M |
Sr. Policy Planning Advisor 8 $'24,000
Construction ggecialipt 12 - 25,000
Finance/Adms. Specialist 15 31,250
-~ Secretary 15 12,500
Information & Training : 6 : 9,000 J
e - o '
i 6 | .. $ 101,750
II.  Indirect Costs (60% of Salaries R . 61,050
TII. Travel and Transportation o B ) ' 10,000
Iv. Allowances S - -
. Per Diem - 300 days at $30/day. average - o 9,000
V. Other Direct Costs
Rent _ : $ 9,375
Phones and Cables o l 2,000
Temporary Help : ' o . 3,125
Printing -f Reports _ 1,700
Misc. 2,000
o 18,200

Totale.eooen .« $ 200,000




- o . : ' - FCH
. ‘ . , ‘ | March 6, 1976
3 | |  FY 76

Development Assistance Grant
Proposed Budget
July 1, 1976 thru June 30, 1977

(12 months)
1. Salaries ' . | ﬁM
Senior Policy Planning Advisor - 6 $ 18,000
Construction Specialist 12 : 26,250
Finance/Admin. Spec. . 12 26,250 -
Housing E~onomist . o 6 11,000 .-
Secretary . © 12 10,500
Information & Training 6 9,000
b sk $ 101,000
II.  Indirect Costs (60% of Salaries) 60,600
1 III. Travel and Transportation - : - 14,000
1 IV.  Allowances
1 - Per Diewm - 330 days at $30/day average 9,900
;a: V.  Other Dirvect Costs
Rent L - $ 7,500
Phones and Cables ~ 1,500
\ Temporary Secretarial help 2,500
1 Printing of Reports, ' 2,000
] visual aid, etc.
Misc. 1,000
: 14,500
$ 200,000




II.

III.

Iv.

V.

peveiopment A&sistance‘crant;

Proposed Budget

duly 1, 1977 through June 30, 1978

(12 months)

Salaries MM
Sr.‘PbliEy Planning Advisor ;6
Construction Speclallst - 6
Finance/Admin. - 6
Housing Economist 9
Coop Org,/Comm. Devel Spec 12
Secretary ' 12
Information. & Training 6
-

Indirect Costs"(602'of’Saiaties)

Travel and Transportation

Allowanres

Per Diem - 300 days at $30/day. average

Other Direct Costs

Rent

Phones anl Cables
Temp. Sec. help
Printing of Reports,
Visual alds, etc.

Misc.

"Fen
March 6, 1975

FY 77
$ 18,000
13,780
13,780
17,325
22,000
11,000
9,000 _ |
| $ 104,885
62,931
10,000
9,000
$ 7,500
© 1,500
1,000
2,648
500 |
— 13,184

TOTAL $ 200,000
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INATION

October 22, 1974

SHELTER PROGRAM OBJECTIVES

4#n the shelter sector is to assist LDCs develop
ional, technological, and financial capacity to
ter under reasonable conditions for all levels
with emphasis on government actions to meet the
poor. The Housing Guaranty Authority provides
fptial resource transfers to developing nations.
fade of the resources made available through the.
gest international housing program calls for its

and programs. - Reasonable shelter is an essential

the improvement of the quality of life for the
jority. :

# unique characteristics of AID's Housing Guaranty
¥, it should be the preferred resource used to assist
4t their housing needs; however, development loan and
§ent grant resources may and should be utilized

- fely when they will contribute to AID's shelter

‘yes. All shelter projects, irrespective of the source
fcing, should be programmed as an integral element of
jual country programming.

Bhelter activities will give the highest priority to
rkings submitted by host governments which clearly

o the improvement in the lives of the poorest of their
. To the extent possible, AID shelter resources --
loans and guaranties ~- will be invested in projects
directly benefitting low income groups (i.e., the

r half of a given country or city urban population), or
ectly benefitting such groups through the development
tional hcusing policy and housing institutions. Because
licy and practical constraints within some developing
ries, it is not feasible to shift all housing guaranty
tment resources imm#diately into direct financing of

cts for poor familiés. However, an increased proportion
using guaranty financing will be used for projects that
tly bencfit low income groups.

Address nuestions about this Policy Determination to SER/H.

7 SUPERSEDES: PD-5€ M98kl RSt 3 1974 (71 30:5)
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gJration and coordination with other AID development
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A priority objective of AID's shelter strategy is to help
the LDCs develop their capabiljties for analyzing their
housing requirements and developing plans and policies

that meet these requirements. By assisting LDCs formulate
a rational housing policy which addresses the needs of all
citizens, AID will encourage increased attention to the
needs of the poor. As an integral part of negotiation for
AID assistance, the Agency will discuss with the LDC its
general housing strategy and alternative means of improving
the living conditions of poor people.

AID programs will also assist developlng countries in
creating and strengthening the necessary institutional
framework to implement their shelter policies. Given the
magnitude of the need and the relatively small amount of
resources av:iilable, AID assistance should have a strong
multiplier effect. By building shelter finance institutions
capable of replication on a large scale and encouraging
technical and financial innovations, the effect of small
resource allocations will be substantial.

AID shelter assistance will be used to encourage maximum
use of unutilized resources (e.g., institutions which
mobilize idle savings, encourage self-help housing, and
optimize the use of unemployed labor), while minimizing
the drain on scarce regources (e.g., existing savings or
imports).

AID will help the developing countries examine alternative
interest rate policies. Artificially low interest rates may
reduce the flow of private capital into home financing,and
exacerbate the scarcity of housing investment funds for
lower income groups; whereas, rent payments may reflect
returns on capital far in excess of prevailing interest
rates (e.g., from 30% to 100% per annum). Public resources
are generally inadequate to provide interest subsidies to

a substantial number of poor people, and for such families,
at non-subsidized rates, their monthly outlays for a home
would be less than their current rental payments. Although
charged with political sensitivities, interest rate policy
is an 1mportanf subject for an LDC/AID dialogue.

AID will assist LDCs in meeting the minimum shelter require-
ments of poor families with the limited resources available
by:
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R Advising on the establishment of housing standards

that assure the minimum requirements of health and safety

- and enable the construction of shelters that the poor can
- afford. : _

- Supporting the "sites and services“ approach,.which
provides poor families with homesites in new tracts of
urbanized land with basic supporting infrastructure services
on which to build a shelter with their own labor.

~-- Providing technical assistance in order to .develop
viable institutions to mobilize savings and provide small
credits to tamilies for financing acquisition of their
homesites, purchase of building materials, or construction
of a core house.

-~ Agsisting the developing countries to adapt new
housing materials and construction technology to reduce
costs or improve the performance of low-cost housing, using
United States xessarch and technical capacity that is appll-
cable to LDCs. : _

In discussions with LDCs, AID will give careful attention to
the effect of home finance institutions on aggregate savings.
AID will encourage projects that provide incentives for
families to save more than they otherwise would, and that
contribute to the development of capitai markets and moneti-'
zation of household savings.

These criteria will apply to projects for reconstruction of
housing destroyed in a national disaster to the extent :
possible, and wind or earthquake resistant features will be
incorporated into replacement housing, whenever feasible.

Subject to competing research needs, AID may fund from grant,
loan, or guaranty fee income research on shelter sector:
policy and technological problems of current concern to
developing countries. Priority will be accorded to research
with worldwrde application.
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COOPERATION WITH OTHER OkGAﬁIZATIONS

AID will encourage an ‘interchange of experience and -infor-
mation among those domestic and international organizations -
. concerned with the shelter sector in LDCs, with particular
emphasis on housing policy, institutional development, and
the problems 2f meeting low income shelter requirements.

AID is prepared to consider supplementing the housing
activities of the World Bank or other donors with its own
resources when requested by the host country. ~

PROGRAMMING SHELTER ACTIVITIES

AID assistance to develoéing Cbuntries in the sheltervsector
- will respond to the social and developmental priorities of
individual applicants.

The identification of shelter needs, the design of projects
and programs will be fully integrated with AID's country
programming. The Housing Guaranty Program will be fully
incorporated into the AID budget review process, the justi-
fications to OMB, and the cOngressional Presentation.

Development grant and loan funds available under Sectxon 106
of the Foreign Assistance Act of 1973 may be used in support
of direct financing of housing for low income families.

SER/H will work closely with the Central ani Regional Bureaus
and Missions to identify ppportunities for the use of
development loans and grants and to assist in the design of
projects. The Bureaus will allocate a portion of Section 106
funds and propose projects where one or more of the following
criteria are satisfied. The grant or loan will:

‘ -- Enhance the effectiveness of housing guaranty funds
in reaching low income families.

-~ Enable technical advisory services to help LDC
governments formulate national housing polic;es that respond
to the needs of low income families.

- Ass;st in the de31gn of projects that w111 dlrectly
finance low-cost housing.
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vacllitate the acceptance by borrcwers of the
concept or non-subsidized low-cost honaing.'

-- Develop models and demonstration of low-cost
housing and financial institution-building responsive to
the needs of low income groups.

COUNTRY ELIGIBILITY FOR HOUSING GUARANTY LOANS

Housing guaranty investments are a useful means of trans-
ferring private U.S. resources to developing countries which
are able to service an increasing volume of fore;gn loans at
prevailing market interest rates, but are experiencing
difficulty gaining access as newcomers to the long-term
private capital markets. The housing guaranty loan is
especially well-suited to the needs of countries in which
concessional loans are being phased out.

A prerequisite for authority tc begln negotlatlon of a
housing guaranty loan is a determination by the country
Mission (or Embassy) and the region concerned that the
housing guaranty loan will contribute to social and develop-
mental objectives of the borrower. This determination
should be obtained at the "Approval-In-Principle" or IRR
stage. High income developing countries which are rapidly
accumulating reserves and already have ready access to the
long-term private capital markets are generally not eligible
for housing cuaranty loans, except when the Regional Bureau
determines that special considerations otherwise justify a
guaranty. Very low per capita income countries (including
the least developed countries) which will continue to require
concessional aid for an indeterminate period are generally
not suited for housing guaranty loans, unless compelllng
circumstances justify.

The eligibility of. countries for hou51ng 1nvestment guaranty
loans will Le determined on a case-by-case basis at the time
a request for HIG assistance is received and will be based
upon an analy51s of the country balance of payments prospects,
debt servicing capability, and development 1nvestment needs.
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