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For these reasons, the GOE has been unable to meet all of the very high
and unrealistic expectations credated by a return to a democratic government
despite some excellent progress and new beqginnings. C(learly, expectations
among many Ecuadoreans have far outrun the financial and institutional
capacity of the country to meet these expectations. With a declining economy,
8 major devaluation of the sucre in May 1982* and rising inflationary
pressures, <ocial and political tensions are qrowing, particularly as the 1949
national elections get nearer,  Already, arban Land invasfons in Guayaquil and
in some secondary cities are fncreasing. Labor unrest and student
demonstrations are growing as standards of living beqgin to decline because of
the recent devaluation. Should Lcuador's democratic qovernment be unable to
continue its significant new initiatives because of a lack of financial
resources, major questions could be raised ahout the ability of a democratic
regime to undertake fundamental development programs.

B. Background and Conceptual iremework

One of Ecuador's most serious problems is its lack of low income housing
and its growing urban poverty in Guayaquil, (uito, and almost all secondary
cities and smaller towns. The GOL estimates that there is a nationwide
housing deficit of approximately 600,000 units which includes housing Lhat
does not meet minimum shelter standards. This problem has been exacerbated by
Ecuador's very high rate of rural to urban migration particularly to secondary
cities. Many secondary cities have higher population arowth rates than either
Guayaquil or Quito and larae slum areas have farmed in and around most of Lhese

cities.

lo meet the country's growing demand for housing, AJL.D. provided
technical assistance and seed capital in the eparly 19604 to help establish the
Ecuadorean Housine Bank (BEY) and the private scctor savings ond loan system.
However, throughout the 19605 and 1970, BV and the S&Ls limited their
financing to relatively small scale middle and upper middle-class housing
projects. Other Lcuadorean aaencies (the Social Security Institute, credit
unfons, houving cooperatives, private bhanks) also largely concentrated on
providing their limited mortqage (inancing to families well above the
country's median income,

00 May T3 T8 the GOE ot t1cially devalued the sucre for Lhe first time
tn 12 years trom S/24% to $/33 per dollar.  Inis measure i intended to
tmprove the country's balance of payments and encourage cxporls., While
politically o very difticult decisfon, 1t i+ indicative of the Hertado
aovernment's detormination to fmplement necessary reforne,
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The desiqn features ot the propnsed A.l1.D. HG loan will increase
JNV's absorptive capacity in two import ant ways. First, the focus on
secondary cities is consistent with JNV's commitment to improve the
institutional capacity of ils Regional Offices. JNV's decentralization policy
1s well established and accepted within the GOl burcaucracy. The new
positions needed to carry out this objective have been identifred and JNV has
the necessary authorily and resources to fill these posiltions promptly,
Second, at least 30 percent of the HG resources are to he used for subprojects
that are promoted by other developers with the JNV. This will reduce the
JNV's involvement in direct construction adminirc ation, even though JINV will
continue to have a supervisory role over thesc activities.

As indicated in the institutional analysis, BEV has a good financial
management capacity and should be able to administer additional furds with
little difficulty. This capacity will be enbanced by the computarization
program planned under the IBRD program. The HG loan itself will have a very
favorable impact on BEV's tinancial status, as described in the financial
analysis. This impact will be from the interest spread as a result of the
Ministry of Finance assuming the role of borrower and passing the resources on
to BEV at 12 percent. Also, the long-term nature of the HG loan and the
estimated ten year grace period will help strenqthen the financial position of

BEV.

Nevertheless, aiven AL 1.0.'s and IBRD's <hared interest in the
institutional development of JNV/BEV, close collahoration will have to be
maintained durtng project fmplementation. For this purpose, USAID will
request JNV Lo take the lead in orqanizing reqular Joint meetings in which
IBRD and USAID can jointly review progreyss and problems with JNV/BILY.

3. Need for Additional A.l.D, Grant Funds: The new IBRD loan to JNV/BEV
includes Tinancing for consulting services and training for JNV/BEV. Also,
the previously approved Soland» HG loan project has a $630,000 grant component
for technical assistance and trairing. By the end of FY 1982, $490,000 of
these funds will have been obligated. The $140,000 remainder is planned to be
arovided within the USAIL's FY 1983 approved OYls. Given Lhese availabilities,
the need for additiona) A,l.D. grant funds to support the HG loan project
proposed herein is a potential issue.

The funds under the [BRD project are principally directed to assist
BEV with the procurement and installation of computer system Lo wmprove its
financial mangement capahility, Related technical assistance from local and
faternational sources will assist BEV introduce a financial management system
based on a computaerized report ing <ystem, Long-term assistance in developing
a cost accounting wystem will also he provided. A series of short-term (one
to two monthe) consultants will assist INV stat! in uch aspect s as housing
technotoates, self-help construction, and human settlements, Ao local
consultants will b btred ta anyint JNV with new rofect prepargt ton,  The
IBRD progect would also fund tratning both abroad and in Leuador primartly 1n
financial planning, management, and cert ain technical aspects of low income
housing besed on a staff tratning plan to bhe prepared by JNV/BEVY,
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The A.I.D. grant funds under the Solanda project are obligated in a
Jjoint agreement signed with JNV, BEV, the Mariana de Jeslls Foundation, and the
Municipality of Quito. Only the port ions allocated to JNV and BEV are
available to support activities not necessarily strictly related to the
Solanda project. Approximately $266,000 under these components remain
available for Solanda and other needs. Plans are to use these tunds for
short-tenn technical assistance, travel for training purposes, and in-country
seminars and training. Topics include savings mobilization and financial
planning for BEV, use of new construction materials and technologies,
environmental protection, and structural design.

It is anticipated that some TDY services and training financed by the
Solanda grant proje:t will, in fact, be used to help implement the secondary
cities project in several respects. However, there are additional needs that
cannot be filled by either the Solanda grant or by the planned IBRD technical
assistance.

First, an Ecuadorean professional will be contracted to e35ist JNV at
the field level. The advisor would be contracted directly by USAID and would
form part of USAID's HUD office during project implementation. The advisor
would help expedite the project by providing technical advice to the Regional
Oftices and would assist in developing and implementing a reporting system.
It would he inappropriate to attempt to use tunds already under the Solanda
qrant. sqreement. for this purpose,  Second, desitagn competitions will be
financed to encourage the involvement of private sector tcuadorean
professionals in the generation ot ideas and plans for using local materials
and innovative approaches, This activity will complement the short-term
Lechnical assistance and training qiven to JNV staff under the Solanda grant,
Third, selected municipalities would be assisted in improving their ability to
part icipate in low income housing projects through studies and training
prearans performed by tcuadorean timns.  Technical assistance would be funded
under the Solanda arant to help 1dentity and prioritize the studies to be
performed. However, the Solanda grant is not sufficient to carry out such
studies, even on a pilot basis. The PID quidance cable expressed concern
about the limited grant funds under the SDA appropriation account and
sugaested USATD explore alternative sources., While alternalive sources have
nol. materialized, the overall amount required has heen reduced from the
$500,000 estimated in the PID to $300,000. The annual requirements are
minimal. The initial obligation of about $7%,000 would be in FY 1983 with
increments of $125,000 in FY 1984 and $100,000 in FY 1985, USAID exnects to
be able Lo program these amounts within its currently approved levels.
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F. Project Committee

The Project Committee consisted of the following USAID members:

USAID/Ecuador

John Miller, Housing and Urhban Development Officer
Carlos Luzuriaga, [conomist

Richard McClure, Controller

Patricio Maldonado, Program Officer

Robert Jordan, Chief Finance Of ficer

Randy Roeser, Deputy Finance Officer

In addition the Commitec received substantial inputs and assistance from
the following individuals«:

Mario Pita, Chief Reglonal Housing Otticer, RIE)/PSA
Ear] Kessler, PSC Houstng Advisor, KHO/PSA

Eliecer Fernandez, AID/W/FM

Edward Robbins, National Savings and loan Leaque
John Arenas, National Savings and Loan League

Tova Solo, National Savings and Loan Leaque

1

The following host country officials and consultants participated in the
project desiqgn process:

Ricardo Davalos, President, JNV

Jose Ordonez, General Director, JNV

Roberto Carrion, Director of Natijona) Planning, JNV
Fernando Flores, Technical Director, JNV

Reynaldo Posada, Consultant, JNV

John Klein, General Manager, BEV

Marco Guarderas, (redit ond Finance Director

Hugo Jattva, Financial Analyt

The Project was reviewed and approved hy:

- John Sanbrailo, USALD Director
= Paul Fritz, USALD Deputy Director

G. Recommendation

This HG program can serve as a major catalyst for not only financing low
income housing, but ecqually important, developing the {nstitutfonal,
technoloqical, and financial capacity of JNV/BEYV to tmplement an increasing
volume of low 1ncome housting 1n all of fcuador's, secondary cities and smaller

{ owns,
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It will contribute to filling the qap between the GOE's strong commitment to
addressing urban poverty and low income housing nceds and its weak finuncial
and institutional capacity for dealing with these problems. For these
reasons, the project proposed herein is considered by the GOE, USAID, RHO/PSA,
and the Country Tcam as one ot the most important new activities tn the FY

1982 A.1.D. Program in Fcuador.

The USAID Project Committee and RHO/PSA have judged the project to be
technically, financially, economically, institutionally, socially, and
environmentally sound and viable, and recommnend that a $25 million Housing
Investment Guaranty be approved as well as $300,000 in grant funds to provide
technical assistance and other support for project implementation.
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national Integrated Rural Development and decentralization programs. The IRD
prograr has {dentified some 17 rural areas throughout Fcuador slated for
coordinated, multi-sectoral development efforts. A.l.D., IBRD, IDB, FAO, and
IICA are all providing resources to assist with this effort. Undoubtedly, as
the GOE proceeds with the implementation of its IRD program, added qgrowth
stimulus will be felt in some of the market towns. In addition, the GOE
decentralization program (as further described later in this Project Paper) is
also having an important effort in urban areas outside of Quito and Guayaqui 1.

Nevertheless, based on current trends the urban population will
increase to 60 percent of the country's total by the year 2000. Nearly 10
million people will live in urban areas, half in urban areas other than Quito
and Guayaquil. By 1984 the estimated housing deficit wil) reach over 600,000
dwellings in urban areas alone. Of this total, roughly 54 percent (or 324,000
units) {s estimated to be derived from demand in urban areas outside Quito and
Guayaquil. Housing institutions will have to vastly increase their investment
1n housing outside Quito and Guayaquil in the next few years simply to keep
the deficit from increasing due to new family formation,

C. Major Constratnts

There are a number of constraints which are preventing the country
from more effact ively addressing its low income housing and urban poverty
problems in secondary cit‘es and smaller towns. These constraints are
described below.

1. Lack of GOt Financial Resources: Ecuador is facing a
deteriorating economic situation which is forcing the GUE to reduce or
eliminate many of fts most important development initiatives. Economic growth
rates have fallen from an average of nine percent per year in the 1970s to 4,2
percent in 1941, A recent IBRD study concludes that "the rate of qrowth that
the country could achfeve from 1981 to 198% probably cannot exceed four
pecent per year" and some local economists even see the annual qrowth rate in
1982-84 declining to below thiree percent. With population qruwing at 3.4
percent per year, real per capita income increases will virtually cease.

Already, major budget deficits are appearing tn central qovernment
and autonomous agencies which are forcing reductions in key deve lopment
programs, It 15 estimated that less than half of the GOF's investment program
included fn the 1980-84 Nationa) Development Plan can in foct be inftiated
because of a lack of resources, Ecuador's balance of payments deficit fn 198)
was $294 million compared to & surplus ot $2:6 mrllion in 1940,  Ihe country's
declining exports and growing balance of payment problems led to a major
devaluation of the [cuadorean currency itn May, 1987 which highlights the
country's growing economic difficulties and declining standard of Iving for
large segments of the population,

The detertoratton of the Ecuadorean economy 14 attributed to several
key factors: (1) the end of the country's "mint-of 1 boom" of the 19705 brought
about by the declining exportable netroleum surplus exacerbatoed by the
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worldwide 211 qlut; 511) stagnating agricultural exports of Ecuador's
traditional products (bananas, coffee, cacao); and (111) depressed
international prices of practically all of Ecuador's export commodities,
Recent IBRD and USAID macro-economic studies indicate that the outlook for the
Ecuadorean economy in the 1980s is not good. This problem wil] seriously
dilute and reduce the GOE's financial capacity to implement 1ts new low income
housing policies, particularly in secondary cities and smaller towns.

2. Institutional and Financial Weaknesses: [n the past, there has
been inadequate Tnstitutional capacity to deal effectively with low 1ncome
housing and urban development problems on a national scale. Unt1l recently
almost all Ecuadorean public and private sector housing institutions have
concentrated on middle and upper middle class housing which has prevented
these institutions from developing their institutional, technical, and
financial capacity for servicing lower income groups. There has been 1itt]e
experience 1p undertaking low income housing anywhere 1n the country but
particularly in secondary cities and smaller towns. JNV/BEV have been highly
centralized in Quito and Guayaquil with only limited organizational capacity
for serving other urban areas of the country, Unt1) recently there has been
little attempt by JW/BEV to expand the housing sector's absorpt ive capacity
by developing Reqional Offices and by mobi11zinq resources from municipalities
and local private sector developers such as cooperat fves, buiflders, and PVOs.

Likewise, improved coordination of national and local efforts in the
housing and urban development sector 1s Just beqinning to emerge. In the
past, many JNV/BEV housing projects have been undert aken outside of an urban
planning process with little or no concern for providing complement ary
physical and social infrastructure and community services. While fcuadorean
municipalities are institutionally ang financially very weak, they often have
some resources (e.q., land, infrastructure financing) that can facilitate and
complement national housing proqgrams, Similarly, there are other local
organizations (e.q., housing cooperatives, builders, PVOs, regional
deve lopment agencies) that can provide some -- hut not all -- of the fnputs
for low income housing projects. What has been necessary s a program that
encouraqes national level agencies )ike JNV/BEV (0 mobilize loca) resources in
a coordinated effort to expand low {ncome housing throughout Ecuador,

There has also been o scarcity of mortqaqe tinancing for housing
development 1n most secondary cities and <maller towns, particularly of the
type that could stimulate the development of low Income houstng projects. An
overwhelming amount of financing tfor the housing sector {5 concentrated in
Quito and Guayaqutl, |[n addition, the fncome distribution and urban poverty
patterns in secondary cities have fraditionally excluded almost a1l low {ncome
urban familtes from access Lo mortqage tinanctng from the formal hous{ngq
sector,

Finally, there are potent tal financial problems developing tn BLV
that could Hmit BIV's future capacity to expand financing for low income
housing tn the 1940s, Buoyed by GOE transfers qenarated from ofl revenues in
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the 1970s, BEV had 11ttle incentive to charqe realistic interest rates on {its
mortgaye loans or to do serious financial management planning. A large
component of !ts portfolio 15 now composed of low interest bearing loans,
Unless BEV can quickly increase its lending volume at the newly approved
higher interest levels, 1ts financial situation will deteriorate.

3. Technological Limitations: Until recently, there has been 1ittle
Tnnovation within Ecuadorean housing and urban development institutions on new
approaches to dealing with low income housing. Considerable resistance to
housing technologies such as core solutions, piso-techo, and sites and
services existed among former housing authoritfes. Municipalities also have
resisted the lowering of infrastructrure standards that could better
facilitate the implementation of lower fncome housing programs. While there
1s growing interest in the use of local building materials (e.q., adobe,
bamboo, wood) to reduce housing costs, some reluctance to finance housing
solutions that involve these materials still remains. There has also been
only limited research on more efficient building materials, designs, and

methods appropriate for f£cuador,

In addition, until 1980, no planning process existed which permitted
absorption into project design of the dynamics of shelter acquivition and
construction by low income families themselves (1.e., progressive housing
solutions). There was little attempt to encourage participation by these
families in the provision of their own housing through self-help construction
methods. Likewise, the lack of fnstitutions capable of providing technica)
assistance and training to low income tamilies to make better use of public
and private resources available to them has been a serious impediment in
addressing low tncome housing and urban poverty problems.

4. Policy Implementation: Lcuador's new democratic qovernment
assumed office 1n Auaust T97Y wilh a strong commitment to reverse policies and
programs that neglected the needs ot low Income families, A five year
National Development Plan was approved 1n ‘980 along with new housing sector
policies and programs. These new policies clearly recognize that JWV/BEV wil)
be building and financing housing for low income families. There 14 a strong
commitment to progressively developed housing solutions, particularly sites
and services, and to minimum Infrastructure standards. There i< a recoqnition
that lower income qroups need Lo be provided with shelter soluttons that they
can afford (up to 2% percent of their monthly income) without a government
subsidy for houting construction and Infrastructure,

GOt policies also call for impiementation of fnteqrated urban
development programs that can better attack the problems of low fncome urban
families. Greater coordinatior hetween JNV/BEV and municipalities s
emerging. There 1s growing recognitio.. that JW/BEY must work with
municipalities and other local developers 11 Fcuador 1s Lo better address §ts
growing housing deficit, The Kational Development Plan proposes o mafor
decentralization effort directed to impruving the aquality ot 11fe {n secondary
cities and smaller town, Current plans call tor S0 percent of all new hous ing
investment to he located outside of Quito and Guayaqultl,
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progressively developed housing soiutions that could be financed by an A,l,D,
Housing Guaranty. However, this program was rejected by BEV's management
because 1t failed to satisfy BEV's image of what housing solutions for
Ecuadoreans and for BEV financing should be. A HG loan was never finalized.

While qiving inadequate attention to low income housing, there
was almost no concern for developirg housing outside ot Quito and Guayaquil,
There was also 1ittle or no priority attached to developing working relations
between BEV/JNV and municipal governments and mobilizing resources from local
housing developers such as cooperatives and other private organizations. The
few housing projects that were undertaken were often constructed outside of
any urban planning framework, involved 1ittle or no coordination with loca)
municipalities, and were not integrated with complementary physical anc social
fnfrastructure and services. There was little concern for lower cost
construction systems and standards or for integrated urban deve lopment
approaches that could better address the country's rapidly growing housirg and
urban poverty problems,

In some ways the military governments in power from 1971 to 1979
recognized the housing deficit problem but tended to approach it ir 3
non-technical manner. In carrying out their policies they took severa) steps
that they felt would benefit low income groups. One was to reduce BE"
tnterest rates to four percent for low income families (setting a range from
four percent to 12 percent based on family income and loan stze). Another was
to allocate several million dollars a year of petroleum revenues to BEV at
zero cost. A third was to establish JNV as a significant housing production
Institution with cabinet rank, (The President of JNV is also the President of
the Board of Directors of BCV.)

These production oriented measures were mixed with concepts of
housing standards which to a considerable degree undermined efforts to truly
reach the lower income strata of the urban population. Basically, JNV held to
a standard 70m’ three bedroom house, whose price, even with low cost loans,
could not be brought down Lo levels appropriate for the lowest half of the
nation’'s familfes. There was {ttle fnterest in experimenting with more
appropriate lower cost approaches such as sites and services and core hous{ns,
or in finding means of directing more housing finance into secondary cities
and smaller towns. Thus, the two public housing institutions (BFV/JNV and
1ESS), as well as the savings and loan system, all evolved a- housing
producers for the middle and upper middle classes matnly concentrated in (Juito

and Guayaquil.

2. Current Housing and Urban Development Polictes

Kith the publication 1n 1980 of the National Development Plan and
fts corresponding housing wector programs, there was a fundamental <hift {n
Ecuadoresn housing policy relative to the 19604 and the 1670, Responsibil ity
for implementing this policy 15 with the JKV, Over the past three years, JRV
has heen expanding 1ty activities from proJect design ang fmplementat ton to
leadership tn national policy, planning, and coordination that are included tn
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0 Full Cost Recovery - As part of BEV's new policy orientation, full
cost recovery of the shelter solutions it provides has been
instituted. The price structure that has now been established
includes constiuction and construction financing costs, land and
infrastructure cost, and inflation, administration other indirect

costs.

() Geographic Distribution - A global housing investiient program will
be implemented by JNV/BEV in 1980-84 totaling the equivalent of $270
million and financing 54,630 low income housing units. At least 50
percent of these units will be located outside of Quito and
Guayaquil. Housing will be ¢ majur instrument for attacking the
urban poverty problem and improving the quality of life in secondary
cities and smaller towns. This approach will form part of an overall
strateqy to direct more migration from rural areas and smaller towns
away from Quito and Guayaqui) and into secondary cities.

0 Institutional Restructuring - To implement expanded low cost housing
in secondary cItles and smaller towns, JNV will expand the number of
its regfonal offices. JNV headquarters will decentralize project
development, implementation, and monitoring to JNV Reqional Offices
in secondary cities to increase JNV capacity to expand low income
housing outside of Quito and Guayaquil. A major
institution-strengthening effort will be implemented in JNV/BEV
headquarters and an institutisn-building program will be initiated
with JNV regional offices. /he Regional Offices will be encouraged
to develop low income housing projects that meet national priorities
and quide¢lines. A major effort will be made to strengthen
municipalities improve the urban planning process, and integrate
housing into an overall urban and reqional development strategy.

The urban development object ives of the GOE, outlined in fts
National Development and housing policies, recognize the permanence of Quito
and Guayaquil as Ecuidor's primary urban centers with their population
expected to reach twice the levels of 1980 by the year (000. However, GOE
plans propose a series of policies designed to qraduall slow down the
fncreasing dominance of Quito and Guayaquil over other urban centers through
greater development of secondary cities and smaller towns. As an IBRD report

states:

“Development of secondary cities deserves substantial attention and
support ...... Integrated development of both urban and rural areas
in provinces away from the two major cities (Quito, Guayaquil)
would contribute to diversified national economic development and
to fostering production in the 1agqing agricultural sector.”

(OL decentralization plans enviston six alternative settlement
(migration) arcas and reqlonal growth poles outside of Quito and Guayaquil
with populations ranging from 500,000 to 1,000,000 mi111on inhabitants by the
year 2000,  These areas are:  Machala-Pasaje-Santa Rosa (up to 1,000,000);
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Manta-Montecristi-Portoviejo (up to 1,000,000); Latacunga Ambato-Riobamba (up
to 1,000,000); Cuenca-Azogues-Biblian (up to 600,000); Quevedo-E1 Empalme (up
to 600,000): Esmeraldas-Tachina-Atacames-Sua {up to 500,000). The development
of these areas 1s to be encouraged by the following actions:

® Rural Development - Greater rural development efforts are to be made
that promote Tncreased linkages between secondary cities and smaller
towns and their surrounding areas of rural influence. Secondary
cities and smaller towns will be improved as rural service centers
whose growth is generated hy increasing agricultural and rural
development in surrounding areas of influence.

o Industrial Development - Through investment, tax, and other
measures, a qreater volume of industrial investment will be directed
into secondary cities, particularly investments in appropriate
processing and agroindustries that can stimulate greater agricultural
and rural development. More small industries and other labor
intensive activities will be promoted in secondary cities and smaller

towns,

e Services and Infrastructure - Greater decentralization of commercial
and government services will be made to regional centers and to other
secondary cities, thereby expanding the number of employment
opportunities outside of Quito and Guayaquil. The GOE will expand
fts investments in intrastructure, education, health, and housing in
secondary cities and smaller towns. Also, the administration,
planning, and services of municipalities will be upgraded in order
that they become improved development agents.

While housing is recognized as only one instrument of the GOEf's
decentralization policy, it is given particular importance in GOE planning for
the following reasons: First, laroe scale low income housing programs,
particularly involving sites and services, are seen as a major instrument for
attacking the arowing social prohlems in Ecuador's secondary cities, Second,
low income housina is a means of improving the quality of life, and combined
with other irvestment, can contribute to the reduction in migration to Quito
and Guayaquil, Third, low income housing is a critical element in
implementina the GOL's inteqrated urban deve lopment strateqy. Forth, projects
involving housing, physical and social infrastructure, cormmunity services,
trainina, and employment qeneration are seen as key instruments for dealing
with the country's rapidly qrowing urban poverty problems nationwide.

Finally, low income housing 15 ane means of stabil1zing a labor force in
secondary cities that 1< required tor the development of new industries and
other productive activities heing pramoted through the GOL's decentralfization
program. For these reasons, GOt housing, urban development, and
decentralization policies have heen closely interrelated in all GOE planning
document s,
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funding has been dedicated to agricultural and rural development and a new
integrated rural development approach has been adopted that 1s focusing

greater attention on rural-urban linkages. Expanded financing and technical
assistance for small Industries ig being provided by the GOE's Industria)
Development Bank (CFN), the Nationa) Development Bank (BNF), the Industria)
Development Center (CENDES) and the Small Industry and Artesian Center
(CEN®PIA). A major port fon of these resources is being directed to secondary
cities and smaller towns including new financing for industrial parks and

small industry and artisan demonstration projects. Also, a number of large
agroindustry investments are being implemented or planned for secondary cities,

Perhaps one of the most import ant measures undert aken by the GOE
to promote a more decentralized development process was the decision to
establish BEDE, the Ecuadorean Development Bank. The decree creating BEDE was
signed at the end of the previous qovernment to consolidate funding mechanisms
previously established during the 1970s (FONADE - the National Development
Fund, and FODEM - the Municipal Development tund). Under the current GOE
administration, BEDE has hecome an import ant source of financing for
municipalities, provinces, and reqional development entities, J[ts clients are
limited to public sector entities and fts projects must be related to the
economic development object ives of the country, BEDE's authorized capital i
S/25,000 million (757 million) of which almost halt has been paid in since
1979 through earmarked revenues from petroleum exports. BEDE 15 seeking an
IBRD loan for relending for such activities as potable water and sewerage
systems, markets and slaughter houses, street paving, etc, As of March 31,
1982, BEDE had qranted a total of 74 loans with a value of $/12,739 million
($380 mi1140n).  Of this total, 28 loans with a value of $/1,599 million
($45.5 million) were granted to municipal qovernments of secondary cities and
small towns for investment purposes,

4. Conclustons
Lk e lons

It 1s clear that low income housing ang decentralized urban
development are a higher priority in the 19805 than in the 19605 and 19705,
The GOE understands the problems ang constraints of the sector ang has adoptedg
policies and programs to Address them,  larqe scale housing projects are being
implemented §n Guayaquil and (uitn that embody these new GOF policies and the
GOE desires to dedfcate substantially greater resources to low fncome
houstng. Plan. have been completea (or extending the GOE's new low fncome
housing policies and programs to secondary cities ang smaller towns,,

Financ ol mechanyome, (FODESUM ang HEDE) for complement ary hous ing
and urban development ProjJectey fn secondary ¢ 11 1oy ang small towns are now in
place.  Unfort unately, finand Pal, 1nstituy lonel, and technolegical constraints
could sertously Vimit the GUE's exce ] lent proyresey fn the housing sector,
Clearly, there gre “ubstant1a) opportunitres for AL DL through the e program

Lo assist the I gvercome 1te financral constratng and, at the same time,
tmprove 1t tnstitutional ang technological approches tor expanding low 1ncome
housing 1n fcuador's, secondary cit{es and wmaller towns,
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offered, only the serviced lots to be offered on the coast will be affordable
by families earning oelow the national urban median income outside of Quito
and Guayaquil, or approximately 40 percent of the total number of new units to

be constructed,

Nearly $2 million of technical assistance will be financed from
the IBRD loan for:

a. about 210 months of consulting services to help with
implementation of the project, new project preparation including a second
phase for Quito to reach lower income qroups, and the {mprovement of the
JNV/BEV's tinancial and technical management;

b. training of the JNV/BEV's staff; and

¢. improving the BEV's information system by providing nearly
$800,000 for an analysis of BLV's computer needs and for the acquisition and
installation ot a computer to meet these needs,

The A 1.0, project being proposed herein will he complementary to
this new JRV/IBRD eftort (See Issue No. 1 in the Summary and Recommendation
section for a more detalled discussion of the relationshin botween the IBRD
and A,1.0. low tncome housing projects.) The HG loan will fiasrce housing
solutions larmely in urban areas other than those slated to receive IBRD
assistance and qgenerally for income qroups lower than those which will be able
to afforg the I8RD financed units. Also, A.1.D. financed technical assistance
1s aimed at strengthenting JWV Reqgional Offices while IBRD technical assistance
in tarqoly directed to JNV/BEY headquarters 1n Quito.

1. Inter-American Development Bank (108)

Kith the exception of 4 1961 housing louan to BEV, 108 {nvolvement
{n the sector has been Vimtted to financing urban infrastructure such as
potable water and sewerage Systems. 106 has also provided substantial funding
to the GOE's Kattonal Pre-Investment funa (FONAPRE) for feastbility studies
and urbian planning, some of which hay been directed Lo secondary cities,

However, sust I urban Infrastructure tinancing has been
provided to Gutto and Guayaqutl, though more recently, secondary ¢ fties and
engller Lomns have henefited, FONARY urban planntng ang feasibility studies
have been directed to secondary c1tley such as Lameraldas, Milagro, (uevedo,
ang Babahoyo, The tollowting comearizes JOB'S activittes {n uyrban development :

A, Whree dtfterent projects (1o 1974, 1977, ang 1980) of loans
and grants totaling $12.48 mt 1 on Lo TORAPRE to tinance the preparation of
urban developrent plans, pretnvestment surveys, feastbtlity studies, and staff
tratntng,  lome of this 1y belng directed Lo development and planning studies
In secondary ¢ 1tey,

by o 190 loan of $12,7 millton La the Municipality of Quito to
finance the construction of the P1ta-Tambo water supply system;
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C. a 1977 loan of $17.0 million to the Municipality of Guayaquil
to finance a sanitary and storm sewerage system in the Western Suburbs of

Guaysquil; and

d. a 1977 loan of $12.2 million to IEOS (Ecuadorean Institute
for Sanitary Works) for the construction of potable water supply systems in 12
communities in E1 Oro province.

In general. these activities have fulfilled certain important
fdentified needs and ‘rportant resource gaps in specific subsectors. These
projects, however, have not been carried out in the context of long term
fnstitution building objectives nor low income group targeting. It 1is
expected that IDB will continue to finance urhban infrastructure projects in
the 1980s, some of which may be undertaken in secondary cities.

4, Other Donors

The JNV/BEY are recelving technical assistance from several
sources. Besides that provided by the IBRD (described above), the technical
assistance currently available to the JNV/BLV includes the following:

a. The German government (through Gesellschaft fur Technische
Zusammenarbeit) is providing the JNV with two experts for two years starting
In July 1982, They will work directiy with the Planning Department {n project
control, evaluation, and programming, particularly related to project
financing. An additional ten staff months of short term assistance will be
available for selected activities fdentified by the JNV and contractors.

These efforts are being coordinated with the new IERD loan,

b. From two Mexican Government organizations, the NV/BEV are
receiving short term assistance, The Secretaria de Asentemientos Humanos y
Obras PUblicas has agreed to provide occasional assistance directed
specifically at the analysis and planning of urban development and housing
projects in the Guayaquil wuburbio of Guasmo. The Instituto del Fondo
Naciona) de la Vivienda para 10s lraba!adores will assist the BEV study the
possTbTTTly of uti117Tng TESS (SocTal Security Institute) reserve funds to

contribute to BEV financing,

c. The National Housing Bank of Hrazil (BNH) will be providing
three experts for short terms to assist BEV undertake a study of a natfonwide
compulsory savings proqgram to support BLV financed housing,

d, The United Natfons provided a technician for six months to
assist the JNV estabifsh 1ts Division of Rural Housing, OUne or two additional
staff months of assistance may be provided during the next year to study the
technology of appropriate low cost constructfon materials and comnunity
development in rural arcas, In addition, the Unfted Nations has patd for JNV
part icipation {n international meetings at 1ts agency on human settlemest,

Habitat.
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e. The Organization of American States (0AS) has provided a
housing and urban development expert for one year to the National Development
Council (CONADE) and a second year dircctly with the JNV Planning Department.

f. The Government of France has provided funds for JNV
participation in a course on housing design,

9. The Government of Italy will provide assistance through the
National Vocational Training Service (SECAP) for skills training to residents
of the JNV's Guayaqui) housing project.

5. Conclusions

Only two international agencies are providing capital assistance
for JNV/BEV housing programs -- A.1.D. and IBRD, Since 1980, A.I.D. ano IBRD
financing has been instrumantal in support ing implementation of GOE )ow fncome
housing projects, first in Guayaqui) and Quito and now 1n secondary cities and
smaller towns. [IBRD and A.l.D. funding in the housing sector is complementary.
In 1982 bhoth agencies will further expand low income housing programs in
secondary cities much as was done in 1980 when IBRD concentrated on low income
housing programs in Guayaqui) and A.I.D. concentrated in Quito.

A number of ditferent multilateral and bilateral agencies are
providing technical assistance and training resources to JNV/BEV. These
resources are efther directad at strenqthening JNV/BEV headquarters or provide
support to Implementation of specific low income housing projects (e.q.,
IBRD). The A.I.0, qgrant of $630,000 provided with the Solanda HG also falls
into this latter cateqory. It s assisting JNV/BEV headquarters, the
Muncipality of (uito, and the tcuadorean PVO (The Mariana de Jesus Foundation)
implement the Solanda Program and related studies, However, at the JNV
Reqional Office and local level, there 1s a significant and unfilled technical
assistance training qap that is not now being addressed by any donor, The
A.1.D. qrant funds being proposed herein will f111 this import ant gap as well
as facilitate implementation of .he Secondary Cities Low Income HG.

F. A.1.D. Strateqgy

1. Background

Avew ATD, Program was initfated in [cuador in FY 1980. It 1s
desianed to assist the country promote economic qrowth with equity by
addressing some of Fcuador's highest priority development problems:
widespread rural and urban poverty, lack of adequate housing, stagnating
aoarfcultural production, rapid population qrowth, growing environmental
deqradation, and the need to increase energy reqsources,

As Indicated tn USAID's approved (0SS, Instiwutional,
technoloafcal, and human resomce constraints often 1imit Ecuador's ability to
adequately address these problems,  USATD's strateqy 1s to strengthen
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Ecuadorean institutional and technical capacity, develop more efficient
delivery systems, and increase absorptive capacity so that the country can
utilize an increasing volume of development resources and direct them to key

problem areas.

In accordance with this strategy, USAID seeks to: (i) support
changes in policies and resource allocation; (11) build up and expand
fnstitutionai capacity; (111) develop and disseminate more appropriate lower
cost technologies; and (iv) strengthen progressive elements of the public and
private sectors so that they can better address the country's critical
development problems.

Several priority areas for A.1.D. support have emerged and
evolved within this framework, beginning with conversations with late
President Roldos shortly after his election and supplemented by a continuing
dialoque with key GOE officials, including President Hurtado both in his
current role and in his former position as Vice President and head of CONADE.
In these conversations, GOE officials have fdentified low income housing as a
high priority area for A.1.D. assistance, particularly low income housing in
secondary cities and smaller towns.

USAID's shelter strategy is outlined in tts CDSS and began in FY
1980 with the approval of a $20 million HG and $630,000 qrant for the
Integrated Shelter and Urban Uevelopment (Solanda) Program (518-HG-00%). In
addition to supporting the GOE's low income housing policies, Solanda is
desfqned to allow the JNV/BEV to test a new integrated urban development
approach that involves participation by both the Municipality of Quito and a
local private organization (the Marfana de Jesus Foundation) that are
providing land and complementary physical and socfal infrastructure and
community services. It 1s USAID's expectation that out of the Solanda
experience will emerge a model (involving coordinated actions by JNV/BEV, a
municipality, and a local private developer) that could be replicated in other
urban areas, particularly in secondary cities.

The implementation of the Solanda program §s somewhat behind
schedule due to a labor dispute in the Marfana de Jesus foundation, delays in
donating the land for the program, GOE personnel changes, and the unusually
high interest rates in U.S. capital markets in 1981-82. However, these
problems have been resolved and implementation is underway. Paine Webber has
been selected as the investor and the loan and quaranty agreemen'< will be
signed on July 19, 1982 with an inftial drawdown of $6.0 millfon.
Infrastructure works at the Solanda site have bequn using JNV/BLV counterpart
funds and construction of the first qroup of 1,857 houses should be completed
by June 1983, The Marfans de Jesus Foundation has bequn the selection process
for Solanda beneficiaries, technical advisors have been contracted for the
social proqram using A.1.0. grants funds, and tinal planning for social and
community services and employment and training programs 1s being completed.
Already, Solanda has provided JNV/BEV with a valuable learning experience that
can now he used in developing other similar programs nationwide.
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It is anticipated 1n the USAID's CDSS that the second phase of
its shelter sector strategy would involve a HG loan to assist JNV/BEV further
expand their low income housing programs into secondary cities and smaller
towns. The project described herein constitutes the second phase in which the
institutional development of a decentralized JNV is a key objective.

Initial planning for a third phase of USAID's shelter sector
strateqy has already bequn. (See USAID's FY 1984 ABS for further details,)
This third phase will focus on the provision of low income housing through
private sector institutions such as savings and loan assocfations, credit
unifons and housing cooperatives. However, before such a project can be
finalized, complex policy and project analyses must be completed and lengthy
neqotiations conducted with private sector housing institutions.
Nevertheless, the USAID {s conf ident that by FY 1984, a Private Sector Low
Income Housing HG wil) be finalized that wil) expand further USAID's housing
activities with the private sector.

In the 1980s, the housing challenge in Ecuador is to support
JNV/BEV ettorts to implement low income housing programs and to stimulate
private sector institutions to direct more of their mort gage financing to
lower income families. With carefully planned, directed, and managed A.l.D.
resources, USAID and RHO/PSA believe that the 1980s can be as creative and as
significant a period in Ecuador/A.l.D. progranming as were the 1960s when
A.1.D. successtully served as the catalyst for the establishment and operation
of BEV and the Ecuadorean Savings and Loan System,

2. Project Strateqy

The basic strateqy proposed herein is to use a $25 million HG
sector loan and a $300,000 grant to support the further implementation of the
new housing policies of JNV/BEV in secondary cities and smaller towns. The
construction of low income housing units and the implementation of specific
projects, however, are the means of achieving institutional and technological
development ohject ives as follows:

o JNV Decentralization - It the JRV 14 to meet the rapidly qrowing
demand for Tow {ncome housing outside of Quito and Guayaquil, JNV
must continue fts admintstrative decentralization program through
further strengthenting ana expansion of 1t Reqional Offices, In
addition, qreater deleqation of project development and
implementation responsibilitics to JNV Regional Offices 1s needed,
The HG sector program will serve as a catalyst to strengthen JNV
Reqlonal Off fces and encouraqe their expansfon. Under the program,
JHV Realonal Offices will have the primary responsibility for
developing, implement ing, and monitoring low income housing projects
in secondary cities and smaller towns and presenting projects to
JNV/BEV headauarters for final approvale,

The tnstitutional development of JNY Regtonal Offices will be
encouraqed through a process learning approach (or learning by
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doing). The HG sector program is being left flexible as to specific
subprojects to be funded so as to encourage JNV Regional Offices to
take a lead role in developing projects that meet national polictes
and priorities. The HG loan and technical assistance are designed to
stimulate local level housing fnnovations and experimentation.
Specific criteria will guide the types of subprojects that are
eligible for HG funding. JNV/BEV headquarters will operate as an
Intermediate Credit Institution (ICI) in receiving, reviewing, and
approving specific low income housing subprojects proposed by the
Regional Offices which will then either undertake and/or monitor
subproject implementation.

Institutional Cooraination/Leadership - In developing specific
proJects JNV Regional OffTces wiTT be encouraged to mobilize
complementary resources (e.q., land, infrastructure financing, social
infrastructure, community services and organization) from
municipalities and other local development agencies (e.q., housing
cooperatives, PVOs, builders, reqional development ayencies) much as
being done 1n (uito in the Solanda Project. The HG loan wil) promote
linkages between JNV Reqional Offfces and loca) development qroups
who can work together with the JNV 1n implementing low income housing
projects. The project is designed to stimulate JNV Reqional Offices
to play a leadership role in seeking out municipalities and loca)
development agencies and to vork together with them in developing and
implementing low tncome housing subprojects.

JNV Regional Offices can call upon JNV/BEY headquarters for HG
financing for low income housing projects that meet Ecuador's diverse
socfal, cultural, and geographic conditions. Other local level
development agencies (e.q., munfcipalities, reqgional deve topment
agencies, community organizations) may also contribute resources,
Finally, the Regional Offices can call upon BEDE, FOLESUM, or GOF
Ministries to finance complementary physical and social
infrastructure and community services.

Lower Cost Technologies - 1o aate, JKV Regional Off fces hayve not had
8 qgreat deal of experTence designing ang support tng low 1ncome
housing that tnvolves progressive housting <oluttons, haed on loca)
conditions, Nor have these of fices utilized less capenstve loca)
building materfals such as adobe and bamboo.  Ihe HG 'van and
technical assistance provided by the A LD, gqrant will vncourage JRY
Reqional Offices to develop projects that include wilev and services,

{s0-techo, core housting, and home tmprovement loans that begtn to
5nfrodﬁ?3ulocal butlaing matertals, Aqatn, the avatlabi ity of the
HG resources and A.L.D, technical assietance will encourage grester
experimentation and fnnovation based un the specifie congitions
encountered by each JNV Heqgional Office.  Through this project the
lower cost technoloqical approach of progressitve housing solut fons
will be widely disseminated throughout feuador,
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Improved BEV Finantial Situation - The Ministry of Finance will be
the borrower under the HG Toan. BEV will receive the resources in
local currency at 12 percent and relend at 15 percent. This margin
will permit BEV to assume the higher cost inherent in administering a
larqer number of smaller unit value loans rcsulting from having a
greater share of 1ts portfolios in low income housing., At the same
time, BEV's financial admistrative capacity will be increased by the
IBRD financed technical assistance and computers. Thus, by the end
of the project, the improvement in BEV's overall financial structure
will permit it to continue serving the low income target qroup while
maintaining {ts financial soundness.

The GOE policies to support these objectives are in place and are
being put into practice. These new policies will bring about
important benefits for the GOE's housing sector institutions. For
example, the adoption of a full cost recovery policy and the recent
increase in interest rates for Lome loans will help strengthen BEV
financially. The strateqy of the project 1s ‘o widen and deepen
policy implementation to bring alout the achievement of the
institutional and technology objectives described above. In this
process, USAID will work closely with the IBRD so that joint
positions on policy implementation matters may he developed. In this
reqard, the IBRD has requested that BLV prepare a detailed study of
fts interest rate structure during the first year of IBRD project
implementation,  USAID will coordinate with [BRD on this study as
well aq on other matters to promote the continuation of a
constructive dlaloque with GOE housing sector authorities on such key
bssues. Thus, the project will provide a vehicle to seek the adoption
of practices and procecures neces.ary for meeting the jointly agreed
upon sector objectives.
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The Demand Study determined that BEV should finance 41 percent
of the projected new housing 5emand from 1980 to 1984, or 68,760 units. This
objective alone would require an average annual investment of S$/2,648
million. BEV's 1982 budget provides slightly less than the average, $/2,234
mglliog.]for housing investments through the JNV. A summary of BEV budget is
shown below.

BEV 1982 BUDGET
(miTTions of sucres)

Income Expenditures
Portfolio incomsz 800 Operations 597
GOE contributicns 496 Land acquisition 100
Bonds 500 Interest and amort i-
Savings deposits zation 1,14]
\net {increase) 700 Investments
Long-term loans -office construction 60
-domestic 1,045 -JNV housing 2,234
-external 245 -other projects 32
Other {ncome 454 Other expenditures 76
TOTAL INCOME 4,240 TOTAL EXPENDITURES 4,240

If B[ 4s to qo beyond simply meeting new demand and begin
addressing the exis.ing housing deficit, i1t must generate increased {ncome
from one or more of its funding sources. As can be seen from the budget
summary, BEV relies primarily on domestic sources of funding including
portfolio earnings, GOE budget allocations, savings deposits, hond issues, and
loans, The prospects for significant increases in these domestic sources in
the near term are mixed.

As pointed out in the financial analysis, porttolio Income and
operating profit should increase as a result of BEV's decision i1n March 1981
to rafse the Interest charaed on loans from the 4-12 percent rance to 15
percent,

On the other hand, GOt budqetary allocations to BEV are not
1kely to increase significantly in the foresecable future. BEV, like other
public Instituticns, will be affected by the austerity measures recently
announced by the GOE. These measures are an asttempt to reduce the fiscal
deficit which qrew from 5/5.7 billion {n 1980 to /11,3 bid)llon 1n 1981,
primarily as a result of overly optimistic projections of oil revenues,
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BEV took a major step toward improving savings mobilization by
increasing the interest it pays on deposits to competitive rates (13 percent
on passbook accounts, 14 percent on time deposits). This policy change,
backed by BEV's network of four branch offices and 14 agencies, should help
increase savings deposits.

BEV also raises domestic funds through the sale of bonds which
all private banks as well as tnsurance companies and some public agencies are
required by law to buy*. In the past, BEV did¢ not take ful) advantage of this
opportunity. Bond fssues are now being increased to ensure full participation
and to provide added resources for BEV investment. However, proceeds from
bond sales are in large part limited to the growth in private savings which
could be adversely affected by current economic conditions.

Finally, BEV has recently contracted a number of loans from the
Ecuadorean Social Security Institute (IESS) and the Ecuadorean Development
Bank (BEDE). However, these institutions face demands to finance a variety of
urban and reqional development projects outside of JINV/BEV. In a period of
economic stagnation and GOF austerity, they will have to allocate their
limited resources carefully among these competing demands. Therefore, the
ability of BEV to secure increased loan funds from these domestic sources is

highly questionable.

In summary, despite the efforts of BEV to augment its resources
through major interest rate reforms and {ncreased bond sales, economic
conditions in Ecuador would appear to prohibit significant increases in
demestic funding for BEV's programs. Current levels of external assistance,
which constitute the smallest source of BEV's funding, are barely sufficient
to allow BEV to do 1ts share in meet {ng new housing needs. Increased external
assistance is indispensible {f the GOE 1s to beqin to make serious inroads
against the existing housing deficit.

3. Implementation Mechanism

The GOL has a proven housing sector implementation mechanism with
a clear division of responsibilities hetween BEV and JNV. Financia)l aspects
fnvolving the processing of individual mortqage loans and home {mprovement
credits will be managed by BEV through its 18 field offices. The JNV will
serve as overall project administrator., It wil) make policy/procedural

* The bonds are fintended to fulfi]) a social function while imposing a type
of reserve requirement on the private banking system, The bonds carry a
seven percent interest rate,  The )aw stipulates that nationa) banks must
buy an amount equivalent to ten percent of net savings deposits,
foretqn-owned Lanks must {nyest funds equal to ten percent of tota)
deposits,
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decisions as necessary and will monitor and evaluzte project progress. The
JNV's Regional Offices will play an instrumental role in the design,
promotion, and development of individual subprojects.

For each new construction activity, the corresponding JNV Regional
Office will work with a local municipality and/or regional development
entity. These organizations are potential sources of low cost land, as well
as services such as water and electricity. In most instances, municipal
governments wil! have to agree to the lower construction aad urbanization
standards contemplated under the subproject. They will also be called on to
provide maintenance services for subproject infrastructure.

The JNV Regional Office will be expected to help the
municipality mobilize assistance rrom BEDE, FODESUM, IEQS, and other
centralized sources of financial support that may be needed for related
physical infrastructure. If appropriate, the Regional Office will help
mobilize local community organizations including cooperatives or credit
unfons. These groups will assist the self-help construction activities,
supply building materfals, and in some cases participate in the financial
administration. (Complementary resources from USAID's SDA and (PG funds will
be accessible to further such comnunity efforts.) The JNV Regional Nffices
will also coordinate with the Ministry of Education and the Ministry of Public
Health as necessary to promote the construction and operation of schools and
health facilities. Finally, the Reqional Offices will attempt to identify
opportunities to expand its capacity by working through private developers who
will promote and construct individual subprojects.

The institutional structure for a decentralized low income
housing program is in place. Staffing requirements are largely filled.
Inservice training programs have been carried out -and more are planned. There
fs a clear institutional mandate to carry out the objectives of the National
Development Plan, Thus, the project will {mprove the existing implementation
mechanism, rather than set out to create 4 new one.

4, Criteria for Subproject Selection

a. Geographic Criteria

This HG loan will strengthen the GOL decentrasization policy
and qive priority to projects located in the National Development Plan's
alternative settlement aress and reqional growth poles outside of Quito and
Guayaquil (See map, Annex 1o, Exhibit B). These qrowth poles and their
estimated population by the year 2000 are:

1. Manta-Montecristi-Portoviejo (up to 1,000,000)
2. Machala-Pasaje-Santa Rosa (up to 1,000,000

3. Latacunqa-Arbato-Riobamba (up to 1,000,000

4, Cuenca-Aroques-litbltan {(up to 6G0O,000)

5. Quevedo-E) Empalme (up to 600,000)

6. Esmeraldas-Tachina-Atacames-5Ua (up to $00,000)
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HG loan financed subprojects may be implemented in urban
areas within any of these growth poles. Secondary cities and towns nutside
these growth poles may be considered for HG loan financing on a case by case
basis. In particular, rapidly growing urban areas outside of Guayaquil in
Guayas Province are important alternative settlement locations. Demand for
improved services in these areas i< high, In the event that a subproject is
proposed for the same secondary city in which the IBRD project is active, JNV
will obtain USAID approval before proceeding with cubproject development.
JNV's requests will be supported by a technical justification demonstrating
how different demand strata will be served by the proposed A.l.D. investment.

Market towns within GOL designated Integrated Rura)
Development (IRD) project areas will also meet geographic eligibility criterfa
for HG loan financiny. There are 17 IRD project areas identified In the
National Development Plan of which 11 are currently under implementation and
the balance under study. The program accounts for a major share of the GOE's
rural development activities. External funding from IBRD and IDB as well as
A.1.D. 1s supporting the overall IRD program. Access to the HG loan for low
income housing in IRD project market towns will serve as a complementary
resource to these rural development efforts.

Selecting specific subproject sites for HG loan financing
will take into account factors such as actual and anticipated population
growth, employment potential due to industrial development or other
investments creating employment opportunities, overall shelter conditions, and
concentrations of low income families. The HG loan will permit the
flexibility to carry out subprojects outside the six qrowth poles and the IRD
market towns, provided JNV presents specific justifications citirg one or more
of these factors. In this reqgard, the JNV has indicated that priority areas
for A.1.D0, financed subprojects would emphasize urban areas covered by the JNV
Reqional Offices in Cuenca and Portoviejo which tnclude for Cuenca: Cuenca,
Azoques, €1 Tambo, Biblfan, and Macas, and for Portoviejo: Portoviejo, Manta,
Chone, Jipijapa, Montecristi, £) Carmen, and Bahia de Caraquez. Hoth of these
areas are desiqgnated qrowth poles and are not receiving any IBRD funding.

The JNV will be required to present a certification with
each subproject presented tor USALD approval for HG tinancing that states:

0 The subprofect stte {4 within one of the hational Development Plan's
six regional growth poles gutside of Quito and Guayaquil, or in a
market town within nne of the GOL's Integreted Rural Development
project s, or has been previously approved by USALD in writing,

b Jechnical (riterda

Thee technical criterta will asusure that the socto-economic
data analyzed fn the National [emand Study Lo Ydentify target qroups $¢
translated into a range of sheTter wolulfons, or a dwelling typology, that s
affordable to low income families carning below the median tncome. This meansy
that all shelter solutions would have a maximum cost that will be affordable
to familirsy ecarning tncomes below $/4,300 ($110), the estimated medtan urban
income outeide of Quito ang Guayaqull tn 1981,
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Maximum loan amounts are based on 25 percent of family
income available for housing, 15 percent interest rates, up to 25 year loan
temms, and up to 20 percent downpayment as indicated in the JNV's Shelter
Reerence Plan. The distribution and the number of each type of soTution to be
BuTTE wiTT depend on the income distribution protile of the ditterent

subproject areas.

The subprojects will be characterized by their progressive
development strategy, smaller lot sizes, reserved areas for community
facilities, relfance on self-help participation, and support for regional
diversity in terms of buflding materials. New construction subprojects will
offer a variety of levels tor infrastructure and constructed area. The
simplest solution is a lot with basic infrastructure of water, sewerage, and
electricity (sites and services). The next type of solution {rcludes the
serviced lot and a minima) unenclosed core unit (piso-techo) or a minimal
enclosed core unit. Piso-techo units will not be bulTt In the Sierra but
instead enclosed minimal core units., Piso-techo units will be oftered only on
the coast where the climate pemmits, -

The JNV will be required to present a certification with
each subproject presented for USAID approval for HG tinancing that states:

0 The proposed subproject complies with JNV methods and design
standards that include corsiderations ot environmental impact, land
use, site design, construction materials, and dwelling unit design.
Site design and land use will be reviewed against {fndicators of
layout efficiency that show (1) 60 percent of wite area fs salable
land for housing, (11) 2% percent f site area Is utilized as
pedestrian and vehicle circulation; and (111) 15 percent of site
area 1s uttlized for community facilities and ureen arcas,

c. Operational Criteria

As indicated earlter, 3 project obJective 15 to fncrease
JNV's capacity to work with and through cther collaborating institutions,
cspecially at the field level, tach subproject proposal w=11) be reviewed with
respect to its contribution to thi< operational <trategy, Morcover, at least
30 percent of the total HG tunds for subprojects will he camarvked tor
subprojects in which the JNV 1< tnvolving cooperative, communtty associations,
and other collaborating developers,  The JWV will be required to precent a
certification with ecach subproject presented for USALID approval for HG
f{nancing that «tate«:

0 The proposed subprofect fulf $114 the JNV requirements tor subproject
implementation which Include (1) the avatlability of landg; (11)
access to the provision of water, waste dicposal, and electricity
through the proximity of off-41te Infrastructure or other means;
($41) tdentification of a developer capable of tmplement ing the
subproject; (tyv) NV Regfonal Oftice wtaftfed and tratned to
adequately manaqe sulfroject development | and (v) the avatlability
of construction matertale andg labor with and by which the proposed
sulprofect would be bytlt,






Table III-1

SUMMARY DISTRIBTUION OF JNV 1582-84 PLANNED LOW INCOME HOUSING PROGRAM1/

1982-83 1584 Total

Nurber Unit Total humber Unit Total Number Total

Type of Solution of Units  Cost Cost of Units Cost Cost of Units Costs
Sites end Services g, 00 1,600 4,220 2,000 1,50C 3,800 <,700 8,120
(ore cuses (Sierra) 1,500 2,860 5,700 1,000 4,¢C0 4,200 2,500 9,000
Zisc-Teche [Coast; 2330 I,40C 7,820 2,000 3,EXS 7,60C 4,300 15,420
Home Improvesents 2,600 -- 4,000 2,600 -- 2,670 5,200 6,670
Totals 3,100 21,450 7,600 17,970 16,700 40,110

1/ Excludes cities in which the new IBRD project will be operating.

-OE-
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The project purpose is to assist the GOE implement its housing policy
objectives oft: (i) directing greater resources to low income housing needs in
secondary cities and smaller towns; (i1) making JNV's institutional
infrastructure more responsive to local needs by strengthening and expanding
JNV Regional Offices and decentralizing housing program administration; and
(1i1) 1ncreasing the number of heneficiaries by implementing lower cost
construction technologies and mobilizing local resources from municipalities

and private sector developers.

C. Project Outputs

1. Housing Solutions

The selection criteria presented above are tools by which the
JNV/BEV and USAID will quide investment towards specific types of subprojects.
The selection criteria will require that the type and location of the
subprojects to be hutlt fulfill the object fves JNV has set for itself
Institutionally. The subprojects will demonstrate their support of the
National Development Plan's six reqional growth poles and priority secondary
cities and smaller urbhan areas. The selection criteria will also serve as a
target group control device., It will require that the shelter typology
reflect GOE policy to attend to low income families' shelter needs through a
variety of options tor new construction and home improv.ments.

The selection criteria will promote the technical objectives of
the GOE and JNV. Final subproject descriptions presented to USAID for its
approval will provide information by which JNV and USAID can be assured the
subproject under consideration {s an efficient, cost effective one that
demonstrates the JNV objectives to use improved reqional materials and
appropriate mass produced bullding components. (See Technical Analysis of
IV.AL)  The subproject description will also show that al) the requisite
elements are in place such as land at reasonable cost, access to basic
services, a developer, and the institutional capacity at the Regional Office
level to manage subproject development .,

The project will finance approximately 14,600 loans for various
low Income housing solutions. Some 9,400 of the loans, accounting for 80
percent of total HG and GOE tunding, will be for new sites and structures
(sanftary cores, piso-techo, or enclosed core units), Ppproximately 5,200
Toans will finance Fome and neighborhood fmprovements. Since in «ame cases
reciptents ot loans for new, progressive construction may also recefve
improvement loans, the total number of families benefited will be slightly
less than the total number of loans, Accordingly, the number of families to
he served by the profect 14 conservatively estimated at 13,000,

starting with the basic destfany developed by JNV and discussed
In the Technical Analysie Section, the project will support addit fona)
solutiony to reach fyrther down the {ncome scale wuch as semi-urbanized and
urbanizea lots with options to tnclude sanitary or basic core units of either
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conventional or traditional building materials. Home and nei ghborhood
improvements will follow the priority 1ist established by the JNV that follows
a logical criteria of tenure, health condition, adequate space, and quality of
materials and finishes. Typical improvements include the provision of and/or
the connection to basic infrastructure and infrastructure related improvements
such as sanitary cores and kitchen space, room additions and building
materials replacement, repairs for roofs, and laying floors of wood, fired
clay tile, or cement.

Loans to beneficiaries for new shelter solutions wil) have a
term of up to 25 years, and carry an interest rate of 15 percent per annum,
Loans to beneficiaries for home and neighborhood improvements will have terms
of up to ten years and interest rates of 15 percent per annum. The average
cost of a new solution will be $/95,000 and the average home and
neighborhood improvement loan will be 5/40,000. Loans for new construction
and improvement loans of over 5/30,000 will be collateralized by a first
mortgage. Smaller home improvement loans may be collateralized by other
assets or merely gquaranteed by co-sfigners acceptable to the BEV.

2. Institutional Development

2 W

The A.1.D. HG loan and the corresponding development grant
will support the current JNV methodology for identifyinq need, programming
response, and informing its Regional Offices through Annual Plans of
Operations of recommended programming types and levels. The JNV methodology
has bequn to rationalize the activities of the JNV/BEV Central and Regional
Offices and agencies. Policy formation, sector analysis, programming,
evaluation, and technical support responsibilities will be carried out by the
Central Office. Ever increasing responsibilities for <ite acquisition,
project identification, desiqon and deve lopment, beneficiary orqanization and
selection, fnspection, and payment collection is being delegated to the
Reqional Offices in support of the annual programs provided by the JNV/BFY
Central Office.

By the end of the proJect, JV will have increased the

numher of fts Keqlonal Offices from four to <ix. IThese six (Quita, Guayaquil,
Cuenca, Portoviefo, Riohamba, and Loja) will provide nattanal caveraqe of
Ecuador's secondary c1tiey and market towns. lach will have an adegquat e statf

trained in the various disciplines necessary to carry out the varfoty of tasks
associated with cach subproject,

fach of fice will have qained practical bnow-how fn working
with and through other public and private sector entities, Hands -on
experience with more appropriate low cast design and technologies hased on
local matertals will have been imparted to each Hegional (Mfice tn which an
A1.D. HG loan financed subproject 16 tmplemented,
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b, BEV

The proposed program will result in the adoption and
institutionalization of more flexible lending criteria by the BEV and the
development of the mechanisms required to apply these criteria to shelter
program loans. BEV will qain further experience in directing its lending
activities at a new client group characterized by low and not always regular
fncomes. This clientele precludes the use of payroll deductions, for example,
requiring the BEV to redesign its collection process. Experience in this
regard is limited though growing as a result of the IBRD program in
Guayaquil. Experience elsewhere in the developing world makes clear that
overall delinquency rates will not be fnconsistent with formal sector
experience. (The BEV now has an adequate three percent delinquency rate.)

The objective 1s to adjust the coilection process so as to
reflect the financial capability of the target group, and to design the
collection mechanism that makes repayments easy. This can be accomplished
through alignment of the amortization schedule to income ¢lows, and perhaps
more importantly, by making the collection points accessible. Short term
consulting services can he financed under the Solanda Grant component to
assist BEV develop such mechanisms. In response to JNV/BEV policy to fdentify
and use surroqate collection agencies, the participation of municipal offices,
comnunity organizations and cooperatives will qreatly facilitate collections
and help keer administrative costs down,

The manner in which the A.l1.D. HG resources are to be made
avatlable to BEV will improve its financial situation substantially. First,
the GOF's Ministry of Finance will serve as horrower and assume all exchanqe
risk, Second, the resources will he made availahle to BEV in Vncal currency
at 12 percent tor relending at 15 percent, Third, the long » period, ten
years, and repayment period, possibly up to 30 years, will provide BEV the
opportunity to roll over a portion of these resources, thereby improving its
earnings situation. At the same time, BEV's overall financial management wil)
be improved through the financial management technical assistance and
computarization program financed by the IBRD loan.

D. Project Inputs

An ALLD. Housing Guaranty loan of $25 million is proposed as the
principal 1nput to the project, The HG Loan will account for 75 percent of
the long-tem financing for home mort qages. BEV will finance the remaining 25
percent of the loans to homeowners which will amount to $8.34 million.
Additionally, homeownere will provide $5,33 millfon In downpayments towards
the purchase price, Homeowners will also provide an in-kind contribution of
labor, the value of which ts 1ikely to match the A, 1.0, and BEV resources by
the time the project t4 repaid,
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2. Typology of Shelter Programs

a. New Construction

This sector loan project will support GOE shelter sector
policy specified in the JNW/BEV programming documents that call for
progressively developed new construction projects and home improvement and
community upgrading programs. Of the six shelter types approved for
construction by the JNV in its Shelter Reference Plan, the first thrce types
are affordable by the project target population. The 198) cost for each of
these three types 1s as 7ollows:

Type One: home improvement lcans (see below)
Type Two: 7om2 Urbanized Lot with Sanitary Core
foast. §/65,000 Sterra:  $/68,000

Type Three (a): 75mZ Urbanized Lot with Sanitary Core and 35m2
of Enclosed Area -
Coast: $/90,500 Sterra:  5/749%,650

Type Three(b): 75n? Urbanized Lot with Sanitary Core and 44m?
of Enclosed Area -
Coast: 5/97,850 Sterra: $/103,550

The 1981 unit costs of the principa) construction components
for new units are:

Unit Cost (S/)

Component Coast _.olerra
L.and 210/m? 740/m?
Infrastructure 350/m? 360/m?
Service Connections 165,000 15,000
Sanitary Core Unit 8,000 8,000
Enclosed Area by Loca) Bullder 230/m¢ 790/m?

Lang.

The JNV estimates that for an urbanized lot of 100m?, the
cost of services would be approximately $/47,500, Thus, for 4 ite and
service solutfon of S/6H,787 allgwahle land costs couly be no more than
$/21,287 for the lot, or % 213/m? ot salable and, which implies
approximately S/181/m? for the qross areca, It 1 now gitficult to fing 1ang
at these prices 1o the lamer cilies and oven in the mediym <32 ones,
eectally in the Sterra,






- 40 -

Since 1979, GOE urban development policies have been
radically altered in order to provide basic services to low income families.
In 1ts efforts to elicit municipal support tor the new Infrastructure
standards JNV held a special conference to bring together national and
municipal authorities responsible for urban development standards and shelter
programs to familiarize themselves with the issues and methods involved in the
ratfonal reduction of infrastructure standards. The results of the conference
are presented in the document Normas Técnicas de Urbanizacion y Vivienda.
Technical assistanre to be provided at the Reglional Office level will assist

the JNV/BEV define and implement this policy.

Construction Materials

JINV policy supports the use of traditional building materials
and self-help as well as small scale industrialized building components as the
principal means of building more and better dwellings in less time and at less
cost. JNV rccognizes that most houses in Ecuador are built by their owners
using local materials readily available. JNV states that what is necessary is
to make greater use of the materfals, design, and dimensioning features of the
traditional systems; train labor in improved construction techniques; and
introduce cost controls and analysis as an inteqgral part of materials

considerations.

JNV iy considering the production of small scale building
components that: (a) makes use of exfsting industrial technologies; (b)
requires small investments and can be carried out over ¢ wide range of
geographic locations, thereby supporting GOE decentralization ettorts; and (c)
makes intensive use of unskilled labor.

The traditional building materials for the coastal region are
bamboo and wood for walls and corrugated metal sheeting for roofing . In the
Sierra, adobe, fired clay brick, or ranmed-carth walls with clay tile roofing
are the traditiona) butlding type«. JNV {s iInterested {n ymproving and
utilizing traditional building materials as an fmportant element of {ts
decentralization policy and as a means of controlling costs, promoting
self-help, and support ing local developers and buflding materials suppliers.
JNV has already produced a manual on building with adobe for application in
the Sterra and another on building systems and designs traditionally used in
rural fcuador,

JNV will be hosting a seminar tn September 1987 on building
with bamboo. A, 1.0, will aseiqt JNV in 1t eftorts to better utilize
traditional butlding matertals and methods and other appropriate constructiza
technologies, Technical auuistance will be provided to asstst JNV develop
shelter solutions bullt of improved local bullding matertals and dlternative
dgesiqns based on lower cpatial standarde that further refine shelter
alternatives tor low income families,
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INlustrative Examples of Home Improvements

1. Legalize tenure up to $/40,000
2. MWater connection 3,500
3. Electrical connection 3,500
4, Septic tank 5,000
5. Sewerage connection 8,000
6. Sanitary core (incl). shower, sink,

and toilet) 8,500
7. Kitchen unit (6m¢ inc). sink

and counter) 6,200*
8. New room §3m 5 Im) 30,300+
9. New roof (60mc) 16,800%*
10. Cement floor (20m?) 3,500#
11. Windows 1,500
12. Doors and locks 1,850

*  Guayaquil costs
*+ Cuenca costs

The JNV/BLV home {mprovement program now being implemented in
Guayaquil {s providing valuable experience that will be the base on which
similar programs outside of Guayaqui) will be built, Policy reqarding credit
issues such as the type of quaranty to be required, adminfstrative 1ssues such
as concentrating loans in priority areas instead of scattering them, and
programmatic fssues such as loan priorfties for individuals or conmunity
infrastructure tmprovement< have all been dealt with under the Guayagui)

project.

In some communities there may be a need to 1nutall or upgrade
basic Infrastructure, [llustrattive examples of tnfrastructure Improvements
are presented bhelow:

11lustrative Examples of Intrastructure lmprovement Costs
(costs relate to Tots of 100m7)

_Loast colerra
1. Water line plus house connection AR LY/ /13,393
2. Sewer line plus house connection
including street dratnage 24,500 18,343
3. Electrical Yine plus house
connection 10,377 10,230
4, Street paving 9,410 5,079
. Stdewalhs ang Curbs 4,924 6,187

NOTE: 1981 costs
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The National Development Plan directs the BEV to take the
necessary steps to capitalize itself with funds from national and foreign
sources. BEV is to provide the financial support for social impact housing
programs approved by the JNV, seek new financial mechanisms for housing,
fdentify refinancing formulas through mortqgage programs with other national
financial institutions, and support the development of the savin?s and loan
(mutualista) system to the degree 1t responds to the GOE's social objectives
for the shelter sector. The Plan also sets out the responsibilities and
fntended beneficiaries ot the principal shelter sector institutions. JNV {s
to dedicate at least 70 percent of its resources to low income solutfons not
to exceed 5/200,000 ($6,000). The mutualista system 1s to program ten percent
of its resources for such units and the 3o0clial Security Institute (IESS) is to
provide 30 percent of its resources tor similar shelter solutions.

The National Plan's quidelines to JNV/BEV emphasize two principal
themes: decentralization ot investment and services and incorporation of
marginal areas into the urban tabric of their localities. The Plan calls tor
special emphasis to be given to the development of marginal areas through the
provision of basic services and shelter and rationalizing the process of
programming, administering, and implementing shelter, infrastructure, and
community facility proyrams for urban arcas outside of Quito and Guayaquil.
Institutionally, this translates into JNV/BEV actions to: strenqthen and
increase the JNV/BEV Regional Offices; delegate authority and responsibility
‘or project identification and design; and exercise the full mandate and
Lowers leqally delegated to them, According to the Plan, the decentralization
of JNV/BEV operations fs to allow the Regional Otfices to identify
fastitutiona) resources that could expand JNY/BEV tmpact and coveraqge; to
aticulate local demand in specific projects tatlored to the socio-economic
characteristics of the diverse clentele of the different Regtonal Offices; to
support, improve, and acquire resources such as building matertaly and land;
ard to determine the administrative procedures and promotion activities that
best fit the particular geoqraphic, soctal, and economic ¢ frcumstances of
thefr areas of responsibilities,.

2. Ihe Katfonal Housing loard (JNV)

JNV was created by Supreme Decree No. 162 on February 23, 197),
It has been endowed with the hroad ranqe of powers necessary to carry oyt the
mandate presented fn the National Development Plan: viz,, to evtablich ang
program nattonal housing policy; cnordinate public and private entities
operating {n the sector: coordinate with muntcipalities on urban development
through ratfonal lang acquisition and housing programs; and construct projects
ft has programmed and approved. The JNV Board of Mrectors fncluges the
cabinet level officer who functiony as the President of both JNY ang BEY ang
representatives of the Ministers of Finance and Mealth, the Soctal Securtty
Institute, the Nationa) Planning Board, the Minicipal Government Auvsociatton,
and the savings and losn associat fons.
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2. Cost Efficiency (Least Cost) Analysis

An “economic" cost-benefit appraisal of the project, adjusting
for externalities and shadow pricing, has not been prepared dre to
methodological problems, such as the fact that the externalities of housing
projects are difficult to estimate or to quantify. In any case, it is clear
that market prices alone do not convey the full economic benefit of this
project. At least two important externalities, {f quantified, could
substantially increase the B/C ratio:

(a) the housing units are most likely to increase in valu: and provide an
economic/financial benefit to the project beneficiaries; and

(b) the $25 mi111on of HG resources represent highly valued foreiqn
exchange. Only a relatively small percentage of project costs wil)
be for direct or indirect foreign exchange costs. Therefore, there
will be a significant net inflow of dollars to the Ecuadorean economy
during the next two years which will help alleviate Fcuador's current
balance of payment difficulties.

Given the uncertainty of an economic analysis based on some torm
of a benefit/cost measure, and the difficulty of assigning realistic monetary
value to housing units which have a social and non-revenue producing
character, 3 comparative analysis of inputs and outputs has been made with
other types,yf housing solutions to evaluate the project's cost
efficiency.?/ One indicator to measure the efficiency of the project fis
that some 9,400 new housing solutions will be delivered in several of
Ecuador's secondary cities at a total cost of about $32 million. This
compares favorably with the recently signed IBKD project which will f{inance
8,200 housing solutions in Quito and in secondary cities at a total cost of
$38.4 mi114on,

But this in {tself does not say much about the comparattve
efficlency of the project and about the quality of the units. The ratio of
effectiveness to costs of the housing solutions provided under the project
(meaning the deqgree to which satfsfactfon of the housing needs has been
achieved) would fnvolve a somewhat subjective estimate of the acceptability of
the different types of solutfons., Thus, for example, the impact of a core
house would have to b quantitatively measured against the impact of a full
unit or of a serviced Iat,

2/ In similar projects in other countries, e.q, 1n £) Salvador, 1t was found
that families could save from 27 percent to 52 percent 1n the costs of
completing the houses, when the work 1s done through thelr own purchasing of
materials and labor hiring, See: fundacion Salvadorena Desarrollo y Vivienda
Mintma: Analisis de) Proceso fvolutivo y de Ya< Soluciones Autonomas,
proyecto 'Repelo’, May, 1979,
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Not as readily quantifiable, yet of real impact, is the cost
efficiency obtained from locating the housing solutions in secondary cities
rather than in metropolitan areas. Migration has proven in various studies to
bring about an improvement in the economic condition of migrants, yet it has
also proven to be a serious burden to the economy of both localities: the one
they come from, and the one they settle in. In termms of producticn derived
from the migrants' labor, they may offset each other. But in terms of the
provision of services, It is clear that diseconomies of scale work against the
large metropolitan areas. For example, to accomodate the kind of miqration
that this project would help to curb would cost Quito $/12,000 in the
provision of water and sewerage service for every new migrant, as opposed to
$/8,500 1n secondary cities. Similarly, the project will prove to JNV/BCV
that the assocfated costs of doing large housing programs (for example, in
termms of institutional and land costs) can he substantially lower in secondary
cities than in the large metropolitan areas.

3. Impact on Beneficiarivs Standard of Living

While providing hetter shelter to low income qroups in Ecuador’'s
secondary cities, the project also aims at improving the social fabric of
those communities. As reflected in the evaluation of previous low income
housing projects, the most dramatic impact shall be made on the beneficiaries’
level of Viving. In termms of living space, for example, the previous
dwellings they occupied were probably overcrowded one room units, with tollets
and water faucetls shared with several other families. The new solutions will
offer those services plus electricity under one household roof. lo those who
cannot afford even a basic unit, the project will of fer opportunities for
fmprovement or a serviced lot on which they can prugressively develop a unit,
Additlonally, many heneficiarties will become homeowners, While some or most
beneficiaries may not percefve housing mortqages payments as a form of
equity-building - but rather of family satistaction - home ownership should
account for increased family stability,

While the hencfictartes will be required, at least inftially, to
allocate some 25 percent of thelr fncomes Lo mortqage payments, eaperience
shows that families are willing to spend even more 1n tryfng to tinfsh and
expand their dwellings, In the torm of walls, terraces, extra bedroome, paint,
and exterfor decoration,?/

To these matertal qatns, the benefits for family 1ite should be
added. Improved living environments, according to previous JHV and USALD
research such as in Quito's Tarqu!l community, seem to result {n qreater
permanence of children fn the family, an objective of Lcuador's expanded
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g.

JNY will present a plan and schedule for obtaining technical
assistance and other A.1.0. grant funded support adequate to assure
the timely completion of the project.

In addition, the Implementation Agreement will contain the following

convenants:

al

Ofsbursements after the first advance will be made on the basis of
execution of loans/mortqages in subprojects approved by A.1.D. and
the presentetion of an updated delivery plan. Liguidation of the
advance will he made qradually with completed loans/mortqages so that
at the time of the last disbursement of $25 million all the advance
will he represented by completed loans/mortqages.

The procecds of the loan as well the additional funds qenerated by
thetr recuperation after compliance with the obligations to the
investor will be used for the sole purpose of financing shelter
solutions provided hereunder for low income families carning below
the established median {ncome leve! for urban areas outside of Quito
andg (uayaqutl,

At least JO percent of the project resources will be used to finance
subprojects in which other developers will participate with the
JNV/BEY Y0 some sagnificant aspect such as the donation of land, the
elaboration ot subproject design documents, assistance in community
development and loan recuperation, or others.

sufficient resources will be made avatlable by BEY to assure that
adequate wtaff and support levels are maintained to carry out this
project,

Project resources will be lent at no less than 1§ percent Interest
rate that will assure the cost recuperation of the tnvestment and the
stremthentng of the BV to continue to finance low Income family
shelter programs,,

The BEV w11 provide at least 24 percent of a)) loans financed under
this firoject using 1LY own resources,
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A.

THE HOUSING GUARANTY PROGRAM
STATUTORY CHECKLIST

FCUADOR

PROJECT NO. 518-HG-015

ANSWER YES OR NO PUT
PP PAGE REFERENCES
AND/OR EXPLANATIONS
WHERE APPROPRIATE

General Criteria Under HG Statutory Authority.

Section 221{a)
WTIT The proposed project further ono or more of
the following policy goals?

(1) is intended to increase the availability of
Jomestic financing by demonstrating to
local entrepreneurs and Institutions that
providing low-cost housing s financlally

viable; You
{2) is intended to amist in marshall'ng resources
for low-cost housing; Yes
(3)  supports a pilot project for lovi-cost shelter,
or i5 intended to have a maximuin damon-
stration impact on local institutions and Yod
national; and/or; @
(4) v intended to have n long run goml lo
develop dome-tic eonstruction capabilitiea
and stimulate Incal cregit institutions to
make avallable domestic capital and other
management «nd lechnological rasources re-
quired fce low-oost shelter programs and Yox
polleien®
Section 222(n)
Wi The Lauanee of this guaranty cause the total
face atmount of guarantieas asued and oulstanding
a4t thia tithe Lo Le in «Xcex nf $1,545,000,000° No
Will the guaranty be aued prior to September 10,
19490 Yen

Will the propueed guatanty result In activities
whish emplmaize:

t}] projedta providing «mbtaved home ales (0
[yrwrt {aiiilier nn whicrh Ya byild shelter and
telated servivan; uf Y@ﬁ:
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(2) projects comprised of expandable core
shelter units on serviced sites; or

(3) slum upgrading projects designed to con-
serve and improve existing sheiter; or

(4) shelter profects for low-Income people
designed for demonstration. or Iinstitution
building; oc

(5) community facilities and services in support
of projects authorized under this section to
improve the shelter occupied by the poor?

Section 222(c)

IV the proJect requires the use or conservation of
energy, was consideration given to the use of
solar energy technologies, where economically or
technically feasible?

Section 223(a)

Wil the "ATD. guaranty fee be in an amount
suthorized by ALD. in acenrdance with Its
delegated powers?

Sectlon 223({)

{he maximum rate of interest allowable to the
cligible U.S. Investor as prascribed hy the Admin-
istrator not more than one percent (1%) above the
current rate of interest applicable to housing
tmortgages insured by the Department of Heusing
and Urban Development?

Sectlon 223(h)

W the Guaranty Agreement provide that no
payment may be made under any guaranty issued
for any lcas arising out of fraud or misrepre-
sentation for which the party seeking payment |s
responsible”

Section 2231))
(1) Will the proposed Housing Guaranty be coor-

dinated with and complementary to other
development amistance in the hoal eountry 9

(1) Will the propamed Housing Guaranty demon-
strate the feasibilily of particular kinds of
housitg  and  other institutional arrange-
Mmenta”

Yes

Yes

Not Amnlicable

Yo

Yer

Yos

Yag

You

[
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4, Fee: The fee of the United States shall be payable in dollars and
shall be one-half percent (1/2%) per annum of the outstanding
quarantied amount of the loans plus a fixed amount equal to one
percent (1X) of the amount of the loans authorized or any part
thereof, to be patd as A 1.D. may determine upon disbursement of the

loans,

5. Other Terms and Conditions: The quaranties shall be subject to such
other terms and conditlons as A.l.0. may deem necessary.

Mto Reich
Assistant Administrator
Bureau for Latin America and the Caribbean

Clearances:

PRE/HUD:JHansen Date_ ~
GC/HUD:MW1111ams Date
LAC/DR:DJohnson — Date .
GC/LAC:BVeret ____ Dbate
FM/LD:ESOwens __ Date

GC/M:MINILL IS pryi 07726782
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RESPONSES TO PID GUIDANCE CABLE

Project Strategy

2.B.

(1) Integrated Approach - Subprojects will only follow the
Solanda "model" when there exist opportunities to draw
heavily on other organizations for complementary development
efforts. 1In all cases, however, new construction subprojects

will be closely coor iinated with local municipalities to fit
within an urban development context. (See IV.A.l.)

(2) Role of IRDS - The rural housing component has been
eliminated from the project design. However, during the
course of project implementation USAID will call on PRE/HUD
for short-term consulting services to assist JNV resolve
technical concerns about a rural housling program. It is
anticipated that JNV will call on the IRD Secretariat for
analytic inputs as necessary in the development of such a
program. (See IV.A.l.)

Coordination with IBRD Project - See Issue 1 of the Summary and

2.C.

Recommeindation as well as the detailed discussion of the IBRD
projects (see II.E.2.) and the criteria for geographic selection
of subprojects (see III.A.4.).

GOE Comitment and Project Replicability - As described in

2. D.

11.D.2., the GOE has combined its commitment to improved housing
for low income families in secondary cities with a policy of
decreasing subsidization to ensure that national housing needs are
fully met. The key elements of this policy include: an increased
interest rate on HEV loans (see IV.D.), reduced unit costs through
the use of local materials and progressive construction approaches
(see IV.A.2.), and the mobilization of complementary resources
such as land, infrastructure, and comnmunity services and
organization from municipalities and other local development
agencies (sce IV.B.). 1This project will reinforce the
implementation of these resources by JNV/BEV, thereby promoting
project replicability.

Project Design

(1) A nix of solutions ranging from home inprovement loans and
urbanized lot:s with sanitary coren to piso-techo and enclosed
core units will be tailored for each subproject snite iased on
careful analysis of the beneficiaries' needs and capacities
to pay. Preliminary analynsis indicates that all of these
golutions arc affordable to households below the national



(2)

(3)

(4)

(5)

Annex I.D.
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median income and to the majority of households in secondary
cities. (See IV.A. and Annex V.)

Subproject areas will be selected in accordance with criteria
outlined in II.A.4. Within each area, the mix of solutions
will be based on the actual needs and capacity to pay of the
target group. Beneficiary households will be required to
have incomes below the national median outside of Quito and
Guayaquil and to meet other criteria similar to those now
used by the JNV for its home improvement loan programs.

Home improvement loans and mortgages will be transacted
through the BEV's neveral branch offices and agencies (see
IV.B.). An important project objective is to facilitate
repayments through the establishment of convenient collection
points such as municipal offices, community centers, and
cooperative offices (see III.C.).

BEV is currently experiencing a three percent delinquency
rate on its portfolio. The actual default rate is even
lower. This excellent record is expected to be sustained if
not improved as a result of several innovations introduced
under this project. First, the design and mix of low income
solutions will be geared to the beneficiaries' capacities to
pay. Second, BEV will expand its collection machanisms to
provide more convenient access for project clientele in
gecondary cities and asmaller towns. Finally, repayments
schedules will be flexible to accomnodate the !rreqular
income flows that are common outside of the major
urban/industrial arcas.

The project seeks to transfer to secondary citices an urban
development model currently being demonstrated in Quito and
Guayaquil. This model involven the coordinated participation
of local organizations (munizipal qgoveoaments, cooperatives,
private enterprise) tor the development and construction of
low income housing projects under the direction of the JNV
Reglonal Oftices.  (See IVLB.4.). Under the sector loan
approach, the institutional capacities of each participating
entity will be reviewed at the time ol subproject approval,
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INITIAL ENVIRONMENTAL EXAINATION
THRESHOLD DECISION

Project location: Ecuador
Project Titlc:. Integrated Shelter Delivery for Secondary

Cities, Market Towns, and Rural Arcas

(518-11G-0006)
Funding: FY 198): Housing Guaranty loan - $25 million

Crants ~ $ 0.1 million

¥Y 1982: Grants - $ 0.4 million
GoL - $14,6 million

JEE Prepared by: John Miller, housing Officer
Novenmber, 1980

Enviornmental Ac tion Recown wended: The USAID Project Committee i2s
undertaken an Initial Tnviroamental Examination of the potential
impacts of the proposed Proyram and has arrived at a recormendation

of a Negative Determination.  No adverse cevironnental Tmpacts arc
anticipated.  The kev cavivenmental issues tdentified in the attacied
Impnct Fornn and discussed below will be turther analysed in the proj-
cct preparation. Technical and administrative respenses Lo these
issues will be presented in the technical section of the Project Paper.

thrxnn Dlxt(tnr o

gOll(jll‘l_ rence s

PR Y

s )
4 Yy
5/}/% //;"w AL

olin A, 5, u.‘ﬁ a1 lo
IHI cCtol
UsSAID/Vewador

./

Haveh 26, 1981

Note: Thin TEL ds submitted in conjunction with the PID, reviewed by LAC
on Maveh 19, 1911,
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wvaste of resources;

c) to prepare national, regional, and local plans of such service,
in coordination with the National Development Board (CONADE);

d) to supervise the execution of the National Potable Water and
Severage Propranm;g

c) to undertale studies and construction throuph contracts with
local governments and other entities involved in potable water and
SCWCrage SHyntenc;

f) to provide technical assistance to Jocal povernments and other
entitics to undertake studies, planring, construction, and administratisa
of potable wvater and sewerape services;

£) to coordinate and control foreien loans and loans with national
institutions, in accordance with the laws in effcect.


http:tnd.,-rt.ke
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(a) engineering, finan-
cial or other plans
necessary to carry out
the assistance and (b) a
reasonably firm estimate
of the cost to the U.S.
of the assistance?

PAA Sec. 611(a)(2). If
Further Jegislative
action is required within
recipient country, what
is basis for reasonable
expectation that such
action will be completed
in time to permit orderly
accomplishment of purpose
of the assistance?

FAA Sec. 611(b): FY 1982
Appropriation Act Sec.
§01. 1f for water or
water-related land
resource construction,
has project met the
standards and criteria as
get forth in the
Principles and standards
for Planning Water and
Related Lan Resources,
dated October 25, 19737
(See AID Randbook 3 for
new guidelines.)

FAA Sec. 6ll(e). 1£f
project 1S5 capital
assistance (€.Q.;,
construction), and all
D.5. assistance for it
will exceed §1 million,
has Miscion Director
certified and Regional
rosictant rdminictrator
taken into concideration
the country's capability
effectively O maintain
and utilize the project?

ANNEX I.F.
Page 2 of 15

3. No such action is required,

4. Not applicable.

5. Not applicable,






10.

11.

12.

13.
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FAA Sec. 612 (b 636(h); 9. Host country contributions
FY 1982 Appropriation are 35 percent of total
aCct Sec. 50/. Describe project costs.

steps taken to assure

that, to the maximum

extent possible, the

country is contributing

local currencies to meet

the cost of contractual

and other services, and

foreign currencies owned

by the U.S. are utilized

in lieu of dollars.

FAA Sec. 612(d). Does 10. No
the U.S. Own excess.

foreign currency of the

country and, if so, what

arrangements have been

made for its release?

FAA Sec. 601(e). Will
the project utilize
competitive seleptigg_
procedures for the
awarding of contracts,
except where applicable
procurement rules allow
otherwise?

FY 1982 Aggrogriation ACt
Sec., 921. 1f assistance 12. No asnistance will bhe

Is for the production of provided for any commodity
any commodity for export, for oxport.
is the commodity likely

to be in surplas on world

markets at the time the

resulting productive

capacity becomes

operative, and is such

agsistance likely to

cause substantial injury

to U.S. producers of the

same, similar or

competing connodity?

11. Yes

FAR 118(c) and (d).

Doct the project comply 13. Yos
with the env ronmental

procecures net forth 4n

AlD Kegulation 167 Does













3.

institutional development;
and supports civil
education and training in
skills required for
effective participation in
governmental processes
esential to self-government.

Development Assistance Project

Criteria (Loans Only)

a. FAA Sec. 122(b)
Information and conclusion
on capacity of the country
cto repay the loan, at a
reasonable rate of interest,.

bs FAA Sec. 620(d). 1If
assistance 1s for any
productive enterprise which
will compete with U.S.
enterprises, is there an
agreemcnt by-the recipient
country to prevent export
to the U.S. of more than
208 of the enterprise's
annual production during
the life of the loan?

¢. 1ISDCA of 1981, Sec. 724
(c) ana (9). 1f for
Nicaragua, does the loan
agreement require that the
funds be used to the
maximum extent possible for
the private sector? Does
the project provide for
monitoring under FAA Sec.
624(9)7?

gconomic Support Fund
project Cratcraa

a. FAA S(’C:. 5211(e). will
this assistance promote
econcmic or politicel

ANNEX I.F.
Page 8 of 15

2a. Not applicable,

b. Not' applicable.

c.Not applicable.

3a. Not applicable
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stability? To the extent
possible, does it reflect
the policy directions of

FAA Section 1022

FAA Sec. 531(c). Will

assistance under this
chapter be used for
military, or paramilitary
activities?

FAA Sec. 534. Will ESF

funds be used to finance
the construction of the
operation or maintenance
of, or the supplying of-
fuel for, a nuclcar
Facility? 1If sc, has the
President certified that
such use of funds is
indispensable to
nonproliferation
objectives?

PAX Sec. 60S. "IT.

commodities are to be
granted so that sale
proceeds will accrue to
the recipient country,
have Special Account
(counterpart)
arrangements been made?

-

C.

ANNEX I.F,
Page 9 of 15

Not applicable.

Not applicable.

Not applicable.



5C(3) - STANDARD ITEM CHBECKLIST

Listed below are the statutory
items which normally will be
covered routinely in those
provisions of an assistance
agreement dealing with its .
implementation, or covered in the
agreement by imposing limits on
certain uses of funds.

These items are arranced under
the general headings of (A)
Procurement, (B) Construction,
and (C) Other Restrictions.

A. Procurement

l. FAA Sec. 602. Are there
arrangements to permit
U.S. small business to
‘participate egquitably in
the furnishing of
commodities and services
financed?

2. FAA Sec. 604(ars—Hill al}
procurement be from the
U.S5. except as otherwise
determined by the

President or under
delegetion from him?

3. PAA Sec. 604(d). 1f the
cooperating country
discriminates against
marine insurance
ccmpanies auvthorized to
do business in the U.S.
will commodities be
insured in the United
States against marine
risk with such a company?

4. FAA Sec. 604(e); ISDCA of
1980 Sec. 70b5(a). 1t
offshore procurement of
agricultural commodity or
product is to be

ANNEX I.F.
Page 10 of 15

Al. Yes. All qgoods and services
will be procured in accordance
with applicable A.1.D.
procedures which cncouraqge
small business participation.

’2. Yes

3. Ecuador doos not discriminate
againat U,.5, marine insurance
companien,

4. MNot applicable.
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financed, is there
provision against such
procurement when the
domestic price of such
commodity is less than
parity? (Exception wheTe
commodity financed could
not reasonably be
procured in U.S.)

FAA Sec. 604(g). Will

construction or
engineering services be
procured from firms of
countries otherwise
eligible under Code 941
but which have attained a
competitive capability in
international markets in
one or these areas?

FAL Sec. 603. Is the

shipping excluded from
compliance with
reguirement in section
901(b) of the Merchant
Marine ict or 1936, as
amended, that at least 50
per centum of the gross
tonnage of commodities
(computed scparately for
dry bulk carriers, dry
cargo liners, and
tenkcrs) financed shall
be transported on
privately owned U.S. flag
commercial vessels to the
extent that such vessels
are available at feir and
recasonable rates?

FAXL GHec., G2Y. 1f
techriical ascistance is
financed, will such
asricstence be furnished
by private enterprise on
a contract barie to the
fullent crtent
practicable? 1!t
facilitien of othe

ANNEX I.F,
Page 11 of 15

5. Not applicable

6. No.

7. All technical annintance will
be provided by private
entarprise on an contract
bagsin,



3=

Pederal agencies will be
utilized, are they
particularly suitable,
not competitive with
private enterprise, and
made available without
undue interference with
domestic programs?

International Air

Transport. Failr

Competitive Practices

ACt, 1974. 1f aar

transportation of persons
or property is financed
on grant basis, will U.S.
carriers be used to the
extent such service is
available?

PY 1982 Appropriation Act

Sec. 504. I1f the U.S.

Government is a party to

a contract for
procurement, does the
contract contain a-—-
provision authorizing
termination of such
contract f{or the
convenience of the Dnited
states?

B. Construction

1.

PAA Sec. 601(d). If

capital (c.g.,
construction) project,
will U.S. engincering and
profescional services to
be uscd?

FAA Sec. 61)(c). If
contracto for
congstruction arc to be
f{nanced, will they be
jet on a competitive
besis LO maximum extaent
practicable?

ANNEX 1.V,
Page 12 of 15

B. Yes

9. Yos

Bl. ‘Mot applicable

2. Yos
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planning or to motivate
or coerce persons to
practice abortions; (2)
to pay for performance of

involuntary sterilization

as method of family
planning, or to coerce or
provide financial
incentive to any person
to undergo sterilization;
(3) to pay for &ny
biomedical research which
relates, in whole or
part, to methods or the
performance of abortions
or involuntary
sterilizations as a2 means
of family planning; (4)
to lobby for abortion?

b. FAA Sec. 620(a). To
compensate owners for
expropriated nationalized
property?

c. PAA Sec. 660.~-—To
‘provice training or
advice or provide any
financial support for
police, prisons, or other
law enforcement forces,
except for narcotics
programs?

d. FAA Sec. 662. For
CIA actavities?

e. FAA Sec. €36(i). For
purchase, sale, long-term
lease, exchange or
guaranty of the sale of
motor vehicles
manufactured outside
U.S., unless a waiver is
obtained?

€. FY 1982 xppropriation

Act, Sec. 503, To pay
pensions, annuities,
retirement pay, or

Page 14 of 15
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acdjusted service
compensation for military
personnel?

6. FY 1982 Approvoriation

Act, Sec, 505, To pay
D.N. assessments,
arrearages or dues?

h. FY 1982 Appropriation

hAct, Sec. 506. ™o carry
out provisions of FAA
section 209(d) (Transfer
of FAA funds to
multilateral
organizations for
lending)?

i. PY 1982 Appropriation

~Act, Sec. 510, To
finance the export of
nuclear equipment, fuel,
or technology or to train
foreign nationals in
nuclear fields?

5. FY 1982 Appropriation

Act, Sec. 511. Wwill
assistance be provided
for the purpose of aiding
the efforts of the
government of such
country to repress the
legitimate rights of the
population of such
country contrary to the
Universal Declaration of
Buman Rights?

k. FY 1582 Appropriation

Act, Sec. 515. To be
used for publicity or
propaganda purposes
within U.S. not
euthorized by Congress?

ANNEX T.,F,
Page 15 of 15
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INDICES OF HOUSING AND SERVICES CHARACTERISTICS IN
SECONDARY CITIES
Demographic Patterns
Growth Rate
City 1973-T984 1980 Population
Guayaquil (Coast) 4,65 1,116,280
Quito (Sierra) 4.4] 807,665
Cuenca (Sierra) 4,12 139,209
Machala (Coast) 7.02 107,279
Ambato (Sierra) 3.7) 100,046
Manta (Coast) 5.16 89,468
Esmeraldas (Coast) 568 87,464
Portoviejo (Coast) 5.34 84,574
Milagro (Coast) 5.62 76,901
Riobamha (Sierra) 2.90 71,104
Quevedo (Coast) 7.18 68,214
Loja (Sierra) 3.77 61,610
Ibarra (Sierra) 3.94 57,116
Santo Dominan (Coast) B.66 51,377
Bahahoyo (Coast) 4.19 37,827
Chone (Coast) 4.78 32,595
Tulcan (Sierra) 3.10 30,694
Latacunqa (Sierra) 3.00 27,574

Source: INEC, Proyeccion de 1a Poblacion del Ecuador por Areas Urbanas
y Rural, ProvincTas y Cantones 1974-1994, Abril, 13/4.
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Housing Deficits

Number of Units Needed

To Accommodate

To Replace New Household
Substandard To Eliminate Growth
Units Overcrowding 1980-1984
City (qualitative) (quantitative) (quant itative)

Cuenca (S) 2,201 5,604 4,750
Machala (C) 3,820 3,826 6,258
Ambato (S) 2,068 2,707 3,045
Manta (C) 2,945 4,388 3,428
Esmeraldas (C) n.a. n.a. 4,150
Portoviejo (C) 3,556 4,829 3,749
Milagro (C) 4,004 2,568 3,668
Riobamba (S) 1,023 2,820 1,550
Quevedo (C) 3,176 2,352 4,070
Loja (Sz 1,267 2,302 2,363
Ibarra (S) 1,488 1,731 1,744
Santo Domingo (C) 1,332 1,089 3,507
Babahoyo (Cg 1,884 1,696 1,264
Chone (C) 1,388 2,081 1,289
Tulcan (S ) n.a. n.a. 767
L;t;cugga (S) 639 1,014 663
Sample 28,866 48,082 46,265

Note: (=Coast; S=Sierra

SOURCE: INEC, unpublished data.
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Availability of Facilities to Households (1980)
Percentage with
tlectrical Piped Private
City Power Water ToiTets Latrines Sewerage
Cuenca (S) 92.5 92.3 80.0 2.0 8.8
Machala (C) 65.6 83.5 54.7 26.0 39.0
Ambato (S) 93.3 93.9 90.0 0.8 98.°2
Manta (C) 67.3 86.2 59.7 29.4 5.3
Esmeraldas (C)
Portoviejo (C) 67.1 89.7 75.8 18.6 49.3
Milagro (C) 66.5 95,7 60.4 30.0 42.0
Riobamba (S) 91.2 96.1 88.6 2.3 88.2
Quevedo (C) 55.8 50.9 54.1 28.5 36.9
Loja (9) 91.5 97.5 80.0 1.4 82.0
Ibarra (5) 88.5 88.3 72.2 7.4 73.4
Santo Dominqo(C) 79.1 62.6 66.6 15.2 54.0
Babahoyo () 62.5 93.4 60.9 15.1 51.6
Chone (C) 54.3 76.5 62.0 27.6 7.4
Tulcan
Latacunaa (S) 90.8 94,0 81.1 0.8 83.4

SOURCE: INEC, unpublished data,
Note: C - Coast; S - Sierra
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administrative, promotional and collection experience to be able to manage the
larqer progqrams to be carried out in subsequent years. Based on the
experience gained, an increase in funds will be made available in proportion
to the demand presented above. The total amount of funds estimated required
through 1984 is S$/27,000,000 or $820,000.

Manta

Manta with a population of 89,468 inhabitants in 1980 is the principal
port of the Province of Manabi and slightly larger than Portoviejo. Manta is
the economic focus of the priority growth iole and located approximately 50
kilometers from Portoviejo, on a paved road, a site easily serviceable by the
JNV regional office. Manta's rapid rate ot qrowth of 5.16 percent has qiven
rise to squatter and other illeqal settlements most of which overloads basic
services. As of 1980, 67.3 percent had access to electricity; 5.3 percent had
access to seweraqe; and 86.2 percent had access to water in the areas that had
been urbanized excluding the sauatter areas.

It 1s estimated that 2,94% shelter solution will be needed to ifmprove
substandard dwellings. As much as possible, the gualitative element of the
shelter Jeficit will be addressed throuqgh home improvement and neiqghborhood
upgrading loan programs, This approach views existing dwellings as an
investment to be improved when necessary, not discarded.  Improved loca)
building materfals complementary to and compatahle with the existing
structures will be promoted through the improvement and upqrading loans,

The fmproved bullding systems would stress maintenance and fmproved
design that would lead to increased durabflity as well as other improvements
such as standarizing dimensions, finfshes restatance to Insects and structural
soundness.  An estimated 7,814 units will be required during 1980-1984 of
which 4,388 units are to eliminate overcrowding andg 3,478 unity are to
accommodate new household fomation,

1. A sttes and services subtproect 14 to be carrted out 1o Menta Lo
provide reception areas for the raptd growth Manta s undergoing due 1o Dew
family formation and temigration from the droughl <tricken raral areas,  Tne
subproject calls for the construction of 048 verviced witen of up to Bom',
The bastc services to be provided will be tnstalled in wtages that incluyde
communily water taps and private totlets, tUnitae will then he connected to the
distributton Vines financed by home teprovements Toans that would he avatlable
to the project familiee as thetr tncomes pemit,  Inis i a radical geparture
for the JHY which has traditionally reqguired all projecta ta be built to high
ang complete infrastructure wtandardy,  The wubproject 1+ to bLe built aun 17,06
hectares of land 10 two stages,  The firat stage cally tor 2,000 serviced
sites,  These soluttons will cost 57447700 md of usuable lang (area util) or
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sanitary cores and kitchen units and their additional space using the basic
core kit or other means. The first stage will finance up to 5/3,000,000
($90,900) or at least 60 loans. Subsequent stages will receive increased fund-
ing of up to $/10,000,000 ($303,000) per year over the period 1983-1984 for a
total project cost of $/22,500,000 ($680,000). Even though monitoring the sub-
project area from the Regional Office in Guayaquil has presented no problems

in the past, the Regional Office will seek participation of community based
organizations in monitoring collection and inspection activities.

Santa Rosa

Santa Rosa is part of the priority growth pole in the Province of El
Oro. Like Pasaje, Sinta Rosa is growing rapidly in a disorderly, unplanned
way. Its populations has grown from 19,745 inhabitants in 1974 to almost
27,000 inhabitants in 1980. Santa Rosa is approximately the same distance
from the Guayaqui) Regional Office which has programmed similar projects for
Santa Rosa as it has for Pasaje. These projects will complement the sites and
services project now being carried out as a pilot effort in Machala which will
be financed by the World Bank.

1. A sites and services subproject similar to the one in Pasaje is to be
developed by the JNV. The subproject calls for 650 serviced lot solutions in
reception areas required to settle the rapid qrowth that Santa Rosa is ex-
periencing. The sites and services solutions will have an area of up to
8042 and cost $/44,600. The total subproject cost is an estimated 5/29 mil-
lion ($880,000). Home improvement loans will be available for the purchase of
bamboo minimal corc units. A local producer will provide these building
elements,

2. A home improvement program will be established to support the sites
and services proqressive development scheme. As in Pasaje, the loans will qo
primarily for basic shelter units, infrastructure and infrastructure related
improvements. The first stage will finance up Lo S/ 3,000,000 ($90,900) or at
least 60 loans. Subsequent stages will receive up to 5/10,000,000 ($403,000)
or at least 200 loans per year over the next two year period for o total cost
of $/22,500,000 (§680,000). Private developers will be contracted to build
the sites and service subproject; comnunity organfzations such as cooperatives,
ceedit unions and nelghborhood aswociation: will participate in bhoth the re-
ception areas and home improvement programs.
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Office

QUITO
GUAYAQUIL
CUENCA
LOJA
PORTOVIE.IO
RIOBAMBA
TULCAN
STO, DOMINGO
AMBATO
GUARANDA
ESMERALDAS
QUEVEDO
MACHALA

LKL PUYO
LATACUNGA
HANTA

T HARRA
BABANOYD

(CHONE

TOTAL

STAFFING PATTERN OF THE NATTONAL HOUSING BOARD

(JUNTA NACIONAL DE LA VIVIENDA - JNV)

Directors

o g e

~

Profession-
als (lawvers
economists)

Technicians
(architects,
engineers)

Administra-
tive

Service
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Total

169
122
17
16
17

10

T ey e T

)

394









J.N.V. RESICHAL OFFICES: Cuerca. Loua. PorTOVIEJO

| REGIONAL DIRECTOR

—t

Secretariat‘

L

Technical Department

|

Plans & Programs

|

i

Construction and
Tenempe " oo

Social Research

Accounting

e 4

Cashier
Office

Services
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OUITO
GUAYAQUIL
CUENCA
LOJA
PORTOVIEJO
KTOBAMBA
TULCAN
STODOMIRGO
AMBATO
CUHARANDA
LUMERALDAS
CUENEDO
HACHALA

1L FiYo
LATACURCA
HANTA

I HAHRA
HARAHOYO
HONF

TOTAL

Directors
Advisors
Profession-
als (lawvers,
econonists)
Technicians
(architects,
engineers)

W un
&S o

[

STAFFING PATTERN OF THE ECUADOREAN HOUSING BANK

(BANCO ECUATORIANO DE LA VIVIENDA - BEV)

Administrative

220
175
17
16
15

11

10

469

191
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o
BT
a _
87 385
54 273
k) 25
i 21
7 24
3 14
3 13
3 16
4 14
2 12
2 12
5 18
) 13
2 12
) 13
3 17
2 12
2 12
2 1
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SOCIAL SOUNDNESS ANALYSIS

A. Target Group Description

The target group will be families with incomes below the median
income in urban areas (secondary and tertiary cities) excluding Guayaquil and
Quito. The 1981 median family income for these cities was 4,300 sucres per
month. Urbdn centers are defined as those with populations of 2,000
inhabitants and more. Secondary cities are those with populations over 40,000
and tertiary cities including market towns are those with populations of
10,000 to 40,000.

The maximum income of the tarqet population is estimated to be about
$/5,200 in 1983, assuming an annual increase in nominal income of ten percent.
Since the minimuin leqal waqe in Ecuador is set currently at $/4,000, it is
clear that the majority of the target familirs do not have reqular work but
belonq to the informal labor sector, working as street vendors, self-employed
artisans, and in domestic service. Data from the Social Research Division of
the JNV suqqests that a significant percentage of the secondary cities
populations represents migrants from the countryside, particularly from the
lesser developed provinces to provinces with larqger urban centers, The heads
of new households tend to bhe younqg, the majority under 35, with family size
estimated at five persons. This fiqure i <light |y higher on the coast,
USAID analysis of national census data confirms step-wise migration to urban
centers, The poorest seqments of the secondary ¢ities include a larqge
percentaqe of recent migrants from the countryside and from smaller towns,

1. Target Group Incomes

There are, in comparat ive termes, more poor people in secondary
cities, ‘"ncome data collected from 2% urban area« by the National Census
Bureau (INLC) 4n 1901 show that for cities excluding Quito and Guayaquil, the
median household tncome 1< 4,300 sucres/month,  This 14 anly two thirds of
that in Ouito and 79 percent of that in Guayaoull,  Thewe figures also posnt
to more cqually distributed fncomey in secondary cyties, but at much lower per
capita levels, ftor thio reason, the binds of houatng colut tons that are
afordable to the below-the-median populatyon are substanttally different than
those 1n Quito and Guayaquil,  Table V.1 shows the distribution of monthly
household tncome by dectles up to the medtan tncome for 1941, 1987, and 1983,
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B. Acceptability of Progressively Developed Construction Housing
Solutions

Progressively developed construction, i.e., the provision of a
minimum housing solution (sites and services, piso-techo, core housing) with
the potential for expansion and quality improvements is a new approach for the
JNV/BEV. Therefore, it is not possible to state cateqorically that
progressively developed construction will be accepted as a viable option tor
obtaining housing by the tarqet group families. Nevertheless, there is strong
evidence to indicate that the concept will in tact be accepted. As pointed
out in section A.4 above, many target group families live in squatters’
settlements and are already engaqing in selt-help construction actavities
(which can be assisted through home improvement loans). This type
construction solution 1s attractive to low tncome tamilies because: (i) it
provides a minimal shelter solution while allow'ng beneticiary tamilies to
expand and/or improve their hou<ing in tne way and at the rate which they
desire and can afford. It permite the beneticiary families to make most
decisions about Lhe guantity and quality of housing which they obtaing (if)
i* reduces the cost of housing. Evidence from other Latin Anerican countries
demostrates that housing costs can be reduced by more than 7% percent by
having the beneficiaries serve as their owa contractors, buying materials and
hiring labor, as well as providing thedr own labor. A number of studies by
experts such as John F.C. lurner have demonstrated that, given security of
tenure and recasonably stable fncome, tamilies will make significant
fnvestments 1n housing throuah self-help progressive construction techniqgues.,

The acceptability of progresstvely developed conttruction in JNV/BEV
projects 1s also cont frmed by evidence from the [BRD fynanced project in
Guayaqui!l where piso-techo, core units and home improvements have been readily
accepted by benefTcTarfes and by the Solanda project n Quito, where more than
6,000 families have applied for types of woluttons which will involve
selif-help efforts to complete the houses,

C.  Affordability and Willingness to Pay

The effective demand tor housing provided through thee NV /BEV must be
distinquished trom the need for housting,  wWhile the determitnat fon of housing
need 14 based upon Judqements about the adequacy of st ing bousing, the
pffective demand for housing reflects the amount that households are willing
and able to pay. In order to determine whether Caraet qroup familves will
generate suftirctent ef fective demand tor the houstng solutions provided, both

af fOl’d.d_l_)l'_LL) and !‘,‘,l,,Iw',"”.l_,”\_",""‘ .t,“ ‘{)'.1.',' st D mmly[(‘(],
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2. Willingness to Pay for Housing

Few data exist which demonstrate the willingness and ability of
low income families in Ecuador’s secondary cities to pay for housing. In
general, families {n urban areas in developing countries spend anywhere from
five to 40 percent of their income on housing which, after food expenditures,
represents the larqest expenditure in the household budget of low income

families.

On the basis of consumer Surveys conducted by the Brookings
Institution, the median income households in Quito paid some 23 percent of
their incomes for housing (including principal dwelling, maintenanc and
others), while the qlobal mean expenditure share was 33.7 percent., In
spite of the low incomes of tarqet population households, the data show that
such households are willing to pay more for their housing in secondary cities
in Ecuador than, for example, in (uito. Based on 1978 INEC figures, the
payments made by median income families tor housing (apparently rent only) can

be indexed as follows:

Quito 100
Cuenca 108
Ambato 114
Riobamba 118
Latacunga 113
fsmeraldas 145
Rabahoyo 110
Machala 109
loja 119

SOURCE: INEC: household survey® for 1978, unpublished data.

Theee data are consistent with {indings that the income
elasticity for housting s less than 1. Ihat i+, low tncome families spend a
grester percentage of thetr tncome on housing than do families with higher
{ncome+. Uata from a study ot nire cittes 1n Peru show that in 1970 families
below the medyan who rented potd more than 20 percent of ther income for rent

while

M

17 Oryille Grimes, Bousinod }pr_}ny-}]@f{@ﬂJhﬂ&ﬂh!ﬁﬁﬂjlﬁﬁ. John Hopkins U,
Press, Baltimore, p. 30

2/ PusLgrove, PRy bip: "Lonsuner Henavior 1o Latin Anerica™,  The Brookings
fnstitut ton, pages 1Y and 1,
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families above the median paid about 10 percent.3/ This study also found
that average expenditures on housing qreatly understate the percentage of
income paid for newly acquired housing. Rent controls and fixed mortgages
over long periods of time mean that average housing expenditures calculated
for all families are much less than the marginal expenditures for new housing
increasing by families in the process of obtaining housing. Although not
conf irmed by available data, this phenomenon is undoubtedly occuring in
Ecuador's secondary cities.

Based on the limited information available, USAID concludes that
families will be willing to pay 25 percent of their incomes on housing and
that the use of this percentage as the criterion for ascertaining affordability
is reasonable.

3/ Robert Jordan “An Evaluation of Public Housing Policy in Peru, Ms,
1979, P, 189
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Cost estimates for A.I.D. Grant-funded activitlda

I. Long-term Technical Advisor (Total A.I.D. funding: $115,000)

II.

Year 1 Year 2

Year 3 Total

Salary $22,500 $25,000
Field vehicle (c.i.f.) 13,000 -

Vehicle operation
(gasoline, maintenance,

$27,500 $ 75,000
- 13,000

3,000 8,000
7,500 19,000

and insurance) 2,570 2,500
Travel and per diem 5,500 6,000
TOTAL 43,500 33,500

Design Competitions (Total A.I.D. funding

Publicity $ 1,000
Fees of panelists 3,000
Reimbursement of

costs of winning design 6,000
Construction of models 13,000

Publication/dissemina-
tion of Report on

Results 2,000
Total Unit Conts 25,000
X number of competitions 3

Total 75,000

3g,000 115,000

: $75,000)

[IT.Municipal Studien (Total A.I1.D. funding $100,000)

Ecundorean profesnional

Ktaft (8 p.om, at $1,000) 3 14,400
Travel and perdfiom 6,600
Offlce Support and Ove rhead 4,000

Unit cout 25,000
X number of ntuydien 4

Total 100,000

.00
00

.00



