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13, Summary: The Los Pinos Project, No. 511-HG-004 was designéd to de-
'velop a low middle to middle income community consisting of predominantly four
story walk-up apartment blocks, infrastructure, community tacilities and open
space. Authorized in 1972 with an AID Housing Guarantée Loan of $6,000,000,
this. project began construction in 1974 and.was physically completed around
December, 1979. However, the HG funded development forms only a part of the
overall US$20 million housing complex consisting of a.total planned unit devel=-
opment of around 3000 condominium apartmeats and facilities. Originally the
3G Loan was designed to build 1100 units. Because of factorséxp;ained in the
succeeding sections of this PES only 608 units were subsequently built with
HG funds and another 243 were privately.financéd.

Aside from the goal of relieving'the accute housing shortage in La
Paz, the Project Paper also cited the following goals: (a) to strenghten
the Bolivian Savings and Loan Systeﬁ and (b) to provide substartial employment
for the construction industry. 7These goals have been achieved and will be
explained and examined below, |

Generally the construction of the project moved significantly slower
than expected for reasons identified below under item 15. The generation of
eligible, certified .mortgages to secure the HG Loan is a requirement of the
HG program and in .this respect, the § and L System has had difficulty in obtain-
ing titles for units within a reasonable amouﬁt of time, also explained under
item 15.

14. Evaluation Methodology: The purpose of the-evaluation is to examine

the impact of the Los Pinos Project on the Bolivian S and L System and the

-
other above-stated goals. Since the Housing Guarantee Program no longer fi-
nances middle income housing, however, the project's bearing on current DS/H

operation is somewhat diminished.



As the Project Paper (PP) was approved in April, 1972, no Evalua-
tion Plan was included. Moreover no qualitative or quantitative measures of
project achievement were established other than the number and cost of units
to be built,mentioned in the PP, the disbursement schedule in the Loan Agree-
ment aﬁd the above-cited ‘goals.

The data used for this evaluation will be the records of the Caja
Central de Ahorro y Préstamo (CACEN). the Mutual La Pdz, the Mutual La
Primera, the Technical Project. Office, USAID and RHO/PSA files and the 1976 Cen-
sus. These records are readily avaiiﬁble and complete. 1In additio§>a
series of interviews were heia with those intimately related to the project.

In terms of methedology,a series of charts were submitted to the
iustitutions for their completion. In the meantime, interviews were held to
#scettain observations that were cross-—checked with the data being provided.
The evaluation was structured to strictly measure the performance of the insti-
tutions and’project in relation to several general goals,

The evaluation per se was conducted within four days. The list of
people contacted is attached.

15. External Factors: The external factor that affected the disbursement

schedule and completion of shelter solutions were the following:

a) A complicated contracting procedure involving a consortium of
three first class construction firms in Bolivia resulted in difficulties in the
supervision of the contractors' performance., The consortium idea grew out of
the belief that such a consortium was needed. to carry out a project as huge
as Los Pinos.

b) Rapidly rising comstruction costs that could not be adjusted up-

wardly fast enough because of AID and Government of Bolivia controls and this
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caused a work stoppage and raised the costs of the units. Wage guidelines es-
tablished by the government had to be respected because the GOB had signed

the guarantee and believed that if it was to continué to be a party to the
program, those guidelines had to be followed. This caused the government with
AID to feevaluate its wage guidelines which;while they were meant'to control
inflation,were in fact unrealistically low. The reevaluation process was
lengthy and slowed progress. The contractors_meanwhiie,had paid wages exceed-
ing the gﬁidelines’to keep the project going and they wanted to be reimbursed
for those costs incurred.

c) Drastic shortages of building materials occurred due to a boom
in construction just as the project began which had the effect of slowing -
constructicn progress.

d) An exceedingly complicated title registry process which encum-
bered the ability of the S and L system to submit to AID required certified
mortgages as disbursements were made. This occurred because Los Pinos was a
condominium project, a form of property ownership which had never been carrigd
out in Bolivia before, and therefore required new titling procedures. All of
the above~stated. factors combined to delay construction, increase prices and
thereby reduce the number of units as well as delay the disbursements.

16. Inputs: The primary inputs consisted of a US$6,000,000 Housing
Guarantee Loan aund the following technical assistance (a) physical design of
‘the project; (b) selection of construction systems; (c) drafting and negotiat-
ing construction contracts; (d) construction management; and (e) formulation
of homeowner regulations., While disbursements lagged behind the original ,
»Bcheaule, they were designed to occur in relation to certified mortgages issued,

and therefore, the disbursement process did not impede progress. Technical
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Assistance was provided in a timely manner and was instrumental in sustaining
the momentumn of the project, and at several junctures,-saved the system from
making some very serious mistakes. For example,‘technical assistance discour-
aged the selection of a construction system that was technically infeasible
17. Outputs: The only actual measures of progress were the following:
a) The number of units planned and completed, price range planned
and achieved, execution time-frame planned and actual, and the disbursement

schedule planned and as completed.

Planned As Completed
Number of Units 1,100 608 HG/243 Other
Price Range of Units $2,800-$7,800 513800-$iq700
Project Completion 12/76 1/78
Schedulé of Disbursements 8/75 1/79

The nature, size ;ﬁd complexity of the project undertaken has had a
significant impact on such less-tangible ouﬁputs as the management of urban
land development, construction management, environmental planning and real
estate practices, It is the only largé—scale intégrated urban development
carried out in Bolivia until now.

Outputs as they relate to goals will be discussed under item 19.

18. Purpose: The purpose of the project was desigﬁed to develop the

first stage of a US$20 million housing complex consisting of about 3,000
condominium apartments in elevator and walk-up buildings together with a complete
range of community facilities. The HG loan was to assist in building 1,100

units and community facilities.
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As stated above, only 608 units of the 1,100 originally programmed
units were built with HG resources and another 243 were locallv financed. The
combination of a comstruction boom in Bolivia, rapidly rising ccns$truction
costs, a cumbersome consortium construction process, and construction material
shortages combined to substantially reduce the number of units completed.

Virtually all of the infrastructure and community facilities designed
for the first stage of the project have been built or-are in comstruction.

And the second stage of construction has begun; By 1985, it is hoped that
about 3750 units will be built. The number of units was reduced slightly
because of design and techﬁical problems as well as recent zoning restrictions
imposed by the Municipality of La Paz.

With regard to unit prices, they rose dramatically from the original
estimates in 1972 to delivered prices in 1979 forfour reasons. First,while
the 1972 price range was $2800 to $ZSOO,the low figure of $2,800 was protably
not a realistic figure at the time. Second, after‘original estimates were
made, a 1972 devaluation occurred which had the effect of dramatically increas-
ing the costs on all imported construction material and even after that, they
continued to spiral. Overall increases between 1970 and 1978 totaled 360 percent
Third, the cost of construction escalated very rapidly due to a general infla-
tionary cycle which precipitated increased labor cost. Another factor adding
to costs were the delays that resulted in the complex management format estab-
lished for the project which was tested to its maximum by a seeries of unexpected
events. Nevertheless, units in Los Pinos are considered to be the least expen-
sive units of their type and size on the market today, about 40 to 100 percent

theaper than any other units in La Paz depending on location
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19, Goal/Sub-Goal: The goals for the project as identified by the PP

include the following*

A) To relieve the existing housing shortage-in La Paz;

B) To further support the Bolivian Savings and Loan System; and

C) To provide substantial employment in the, Bolivian construction

industry

A. Housing Shdrtage - There is no qqestion*that the hbusing short-
age in La Paz as well as most of Bolivia's urban areas is still accute. For
example, at the most recent offering of Los Pinos units, 1,200 applicants
were filed for 288 apartments and 80 peréent of the applicants met elegibility
criteria.

Neveftheless, the Los Pinos Project is the only large-scale com-
mmity planned for La Paz consisting of 851 units already built, 316 units in
.copstruction and another 1,583 units to be constructed by about 1985. So over
the time period 2,750 units will be added'to the La Paz housing stock estimat-
ed to be 152,000 units in 1976.

It is very unlikely that the project would have been built without
the up-front HG financing Because the site for the project probably would
never ‘have been acquired. Moreover, the housing industry's attitude regarding
market receptivity for large scale projects and housing for middle and low
middle income families has been affected dramatically.

The S 2nd L system has become a major financer and producer of
housing’generating about 12,000 units or eight percent of the total 1976 esti-
mated La Paz housing supply between 1974 and 1978. This is a testament to,the
wvitality of the system and its important role in housing production., Los Pimos

was a major factor, though not the only one, in making this pos-Ible.
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More important, the S and L system has become a prizary pro-
ducer of low, low middle and middle income housing in Bolivia as will be

explained below. The system has pafticipated in the.following efforts:

a. The Cipriano Barace Project consisting of 760 units in Tri-
pidad to serve low.and low income families whose homes were destroyed by
floods (financed by BID).

b. A project consisting of 134 units costing $6,000 each
developed for the Empresa Nacional de Fundiciones in Oruro (financed with
German assistance).

c. A self-help project consisting of 43 units in Oruro.

d. A project consisting of about 2,000 basic units and home
improvements loans to be carried out in rural areas for low income families
(financed by the AID HG program).

These projects were or are being developed by the system
because of the considerable prestige and expertise gajued in the Los Pinos
Project.

B. Strengthen the S and L System - Although the system was grow-
ing from its inception in 1964 to 1972, its point of take-cff was in 1973-4
when a $6 million Development Loan ( 511-048) to the system was being imple-
mented and the Los Pinos Project construction pegan. While the Development
loan exerted a systemwide impact, the Los Pinos Project focused specifically
on the CACEN and two mutuales, La Paz and La Primera. Of the $4.5 million in
loans under tne 511-048 Program only 30 percent went to the la Paz #nd La Pri-
mera. Under the Housing Guarantee Program, the $6 million was split between

the two mutuales.
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One of the conditions of the pre-sale of units in Los Pinos was
that buyers had to open a savings account in the mutuales in.an amount equiv-
alent to 20 percent of the cost of the unit to be purchased, This policy led

to the following rasults:

Savings (in 000s $b.)

Mutual La Primera  Mutual La Paz Total
1973 21,108 3,205 24,313
1974 47,607 8,051 55,658
1975 45,603 17,299 62,902
1976 91,964 35,321 127,285
1977 143,552 44,304 187,856

These two institutions axperienced roughly a seven and one~
half fold increase in savings from 1973 ﬁo 1977. The two key years were 1974
and 1976 when the first and second phases of the Los Pinos project were
offered for pre-sale with the coﬁdition that a beneficiary deposit 20 percent
of the unit's price in a savings account. The project had the effect of draw-
ing savers whose.principal aim in opening an account was to gain access to
financ.ng a home,

Another key factor in the S and L system is the Caja Central de
Ahorro y Préstamo para la Vivienda., It plays an important role in coordinat-
ing the S and L associations, providing technical aésistance and attracting
external working capital. Since the program was initiated in 1973 its reserves
have grown from $b. 3.3 million to $b. 23.2 million in 1979, roughly a seven-
f£old increase and its portfolio rose five-fold from $b. 112.7 million to
$b, 551.5 million during the same period. Of course, the Development Loan had

a dramatic impact on these figures,
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Qualitatively the system has benefitted from the prestige as
indicated earlier. Also, the experience gained in the design, construction,
and management of the project has enabled the system.to work more-effectively
with the contractors thus enabling a stabilization in costs and more timely
delivery of units. |

C. Provide Substantial Employment - Projecf records disclose that

the annual employment levels from 1974 to 1978 were as follows:

Indirect Employment

Year Employment Estimates
1975 350 1750-2450
1976 300 1500-2100
1977 530 1650-3710
1978 1130 5650-7910
1979 540 . 1700-3780

In 1976, the peak construction year in Bolivia, there were
22,600 employed in the construction sector. The 350 workers employed in Los
Pinos in 1975 constituted roughly abcut 1.6 percent of the total sector
employmenc.b By 1978, there were about 1,130 workers on site which was abcut
5 percent of the total sector employment figure for the city. This in and
of itself is an impressive statistic.

Equally important is the fact. that while construction employ-
ment began to fail after 1976‘due to the decline in large public works project,
residential-construction remained high hecause of the vitaiity of the S and L
System and ‘the Los Pinos Project,

Another important factor is the indirect employment generated

by the Los Pinos Project. There is an infrastructure that supports actual
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construction: mining of rock, production of cement, brick and related materials;
vholesale and retail sales; fabrication of doors, hardware, etc.; transportation
and the like. In addition, the income generated by laborers tramslates itself
into the acquisitions of goods and services that adds. to. the multiplier effect.
Very rough estimates of total employment generated by the project range from
‘750—2450 jobs in 1975 to 6600 to 8800 jobs in the peak year of 1978 or 3 to 4
percent of the cities estimated labor force (221,000).

20. Beneficiaries: The Los Pinos Project was authorized prior to the

ensctment of Section 1.02 (d) of the FAA. The primary criterion of the act to
which the program responds is that of increasing empioyment opportunities. As
indicated above, the program and its 1ab§r intensive nature has had substantial
impact-on providing employment to both gkilled and unskilled construction labor
as well as those indirectly affected by the Los Pinos development.

The program also has promoted greater equaliti in income in a sense,
thrcugh increased employment opportunities; but equally important, through
the development of housing for low middle and middle income families and the
investment equity it implies., That is,the initial and recent beneficiariec are
enjoying substantial capital gains on apartments that cost significantly more
elsevhere. Oreobservation from beneficiary information, is that while the
project began in 1974 as a lower middle to middle income project, because of
the rise in construction costs and popularity of the project, by 1979, a rela-
tively higher income population was attracted to the project. Also, with each
new phase of the project, the availability of the smaller, less expensive

units was reduced in favor of the production of costlier solutioms.
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The HG Loan benefitted directly 608 families or 2736 people and the
counterpart contribution benefitted another 343 families or 1544 people.
Moreover the additidnal 316 un;ts to be built will bepefit another 1422 people.
It is unlikely that the design of the Los Pinos Proiect in terms of the target
groups it reached will bé replicated unless the system can,pﬁtain'substantial
external capital to finance developmént costs. However, it was a useful expe-
rience for AID and the GOB as well as the S and L.System in terms of develop-
ing a large-scale,integrated complex‘of fesidential, recreation, commercial
aﬁd community facility development. It also provided a methodology for insti-
tutional coordination for the public as well private sector and many of those
experienceshave teenincorporated in recent, similar efforts (e.g. the Cipriano
~ Barace low income housing projec:‘in Trinidad). |

21, Unplanned Effects: The following unplanned effects occurred:

a) The project served as a training ground for Bolivian financial
specialists, architects and engineers from S and Ls throughout the country.
This increased -expertise has ﬁad beneficial effects on urb#n development and
construction practices,

b) Thg S and L System,and particularly the CACEN, provided substan-
tial human resouices adding leadership and management to the public sector
housing and urban development institutions of Bolivia. One staff member became
the Sub=-Secretary of Housing. numerous others are n important positions in
the Ministry of Urbanism and Housing, and another is now the President of the
Banco de la Vivienda. Another current staff member was formerly the Sub-
Sécretary of Planning and Sub-Secretafy of Urban Development. The Los Pinos

experience has given each a broadened view of housing and integrated urban de-

velopment.
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¢) The experience with Los Pinos has encouraged the system to
expand their market urientation from middle and low middle income housing to
even low income hou$ing development., That is, the system has developed the
confidence necessary to try new solutions énd programs in .urban and rural areas.

d) As a result of the difficulties encountered,with the first class
construction firms, the system sought out second.and third class (i.e. smaller)
firms with very favorable results. The original assuuption was that such
firms could not successfully carry out the project. iBy.seeking out and using
these smaller firms a new, healthy sense of competition has emerged and con-
struction industry reducing costs and development have been better managed.

e) New housing legislation for condominium developument and more

flexible building and land development codes were promulgated.
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10S PINOS HOUSING PROJECT

1. EVALUATION OF LOS PINOS

a) Page 4 17 Outputs

The price of $18,700 showed in the table is excessive. , The last selling pr.
approved on February 6, 1979 range between $b245,581 and $b354,254 which at

the exchange rate of 20 pesos per 1 dollar is $12,276 to 17,712. Any change
in sale prices should be approved by AID in advance. ‘

b) Page 10. 20 Beneficiaries

In the last paragraph of page 10 says: "...because of the rise in construction
costs and popularity of the project, by 1979, a relatively higher income
population was attracted to the project".

I would say that the tendency and requirement of the project was to maintain
the same income level group. For instance when an increase of prices was
approved in February 1977, a requirement from AID was that Caja Central provide
a 1list of the names of the criginally selected purchasers and a list of the
purchasers after the new price was established. No changes were observed.

Also the materials and size of the apartments were not changed or improved.

Only the two bed room apartment was not offered in the second tranche because
buildings under construction by the mutuales (same plans, materials and size)

were included in AID program instead of initiating the construction of a new group
of buildings. This exchange was done to maintain prices as low as possible since
the mutuales buildings showed over 60% advance. The mutuales project did not
include the two bedrooms apartments and this is the reason why there was no
availebility of the smaller apartments.

_c) Caja Central must replace by March 31, 1980, US$2.1 million previously
posted with ineligible mortgages for eligible mortgages.

2. STATUS OF THE PROJECT

Funds have been fully disbursed. The project was divided in two stages,
the first one involved the construction of 36-blocks (288 spartments) and
the second one 32 blocks (256 apartments). All the apartments were already
delivered to the home owners.

Caja Central has to provide eligible mortgages by March 31, 1980 and is facing
problems since some of the home owners included in the above apartments have
prepaid their mortgages loans and hence those apartments can not generate
eligible mortgages for collateral. The Caja will not prepay to the financer
and .alternate eligible mortgages should be sought and accepted.



