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For these reasons, the G(F has been unable to meet all of the very high
and unrealistic expectations created by a return to a democratic government
despite some excellent proqress and new beginnings. Clearly, expectations 
among many Ecuadoreans have far outrun the financial and institutional 
capacity of the country to meet these expectations. With a declining economy,
a major devaluation of the sucre in May 1982", and rising inflationary 
pressures, social and polll iral lensions are qrowing, part icularly as the 1984
nationa elc. lIonS get nearer. Air'atdy, urhatn la d i ,' , , in (;iiya(iulI and 
in some secondary citle ar,s In1creVdinll. Iahor "grctl nrd si udert 
demonstrations are growing( as standards of I lving begin to.decline hecause of 
the recent devaluation. Should Ecuador's democratic government be unable to 
continue its significant new initiatives because of a lack of financial
 
resources, major questions could be raised about the ability of a democratic
 
regime to undertake fundamental development programs.
 

B. Background and Conceptual fremework
 

One of Ecuador's most serious problrmrs is its lack of low income housing

and its growing urban poverty in Guayaquil, (uito, and almost all secondary
 
cities and smaller towns. The (;(J[ estimates that there is a nationwide
housing deficit of approximately 600,000 units which includes housing that 
does not meet minimum shelter standards. This problem has been exacerbated by
Ecuador's very high rate of rural to urban miordtion particularly to secondary
cities. Many secondary citi es have higher popil1ation arowth rates than either
(iueyaquli I or Qu ito and larq, , Iurn ara, hive f nnrir(l I a didaround most of these 
cities. 

To t Ihte (onunrit ',,' s g owIrl h'riand IfOr hoi,,lulg, A.1.11. providhd
technical %%ist dn andi seed I dp II I I" the ,arly 19)0% to he 11) etdh l ish the 
Ecuadorean iHousinq Hank V) and private savinis loan(BI) the sector and system.
However, throughout the 16%s and 1%(ls, IIV and the Sl. limitled their 
financing to relatlve ly smail ,cale midd le and upper middle-class housing
projects. Oth er Ecuadorean auepnci es (the Social Sec urity Institute, credit 
unions, hou,,Inq cooperatviye%, private, batiks) al1,o c ntrat.edlarg ely torLr on 
providing their l imite'd mt rlort finiancing I attnIi,* well above the 
country's rred iat r o e.rri,. 

A, (,( offi(ial ly .i. for time 
In 1? years 
On 1- -.,_ JJtheo devalued , ucr, the f irst 

from Sl/P , to S/33 per dollar'. lh,, measure is Intended to 
Improve the uountry', halance of paymentK arid encourage exports. Wh1le 

very difficult declIon, rpolitically a It I lndlcatlye Of the HI,rtado1
novrnmpn't ,, IperminallnInn t Imple ne! nel tr',,ary ref onni',. 

http:ntrat.ed


)uiti iIhf,.veadr, .tvvro,%~i 1, ow~If1tUofI hi% Inq proj cc tI. wrv
d~~emp~e iiC1)1d rIytol lowfiiq Lhce esLahbiIshitivoL uot Lhe 601;1' NLiona]

Hosn Bor;JN)i 97.Tes rjcts were never conisid"'ee :high~~~
pririt~byBEV6rJNVthe~weenotrepl itatedi nd.they provided ,an

insiq li~t o oi n onbtiou'sing 'units;: USAID~even workeIdclosely
wit th E'i, tc rly 1970s to-develop a,lrge nationl, low4 ipcome housing1
progran.,involying sie--n sevcs' i techo, and other proqressively

Jdeveoped ou'sing solutions that could b fnanced by an A.1D. Hlousing 
' 

GuarIanty. However this program was rejected. by-BEV,smanagement bec-ause of 

Ec~oen adfor BEV financing. Acodngyl HGoan~was never finalized. 
Therwa als litleor no priori~ty ttached -to developing working'Srelations between BEV/JNV and municipal governments.1and mobilizing resources­

fromilocl,,hosigveVopers suchV as .coope)rAtives and otherprivate,

~~'~- -organizations,.I he few housing projects~that were undertaken were 'often '>
-64-
Acostructed outside of~ay~r h~an'nninq frai 6rkA'nvolve& little or no
coordinaion withlocal muiipal t1s,'d wrnno ntegrate~d with , . 

:Or for integrated urban developmetapproache's thiat could better address the 
:i~t~.country's rapidly growingp qounq pnd urban povert~y problems. . , 

With the return to a democratic goverrunent inAugUt17 major policy and 
Programmatic changes occurred Inthe~cuadorean housinsetr Thnw 
administration entered office with a strong commitment to sinficatl expand

houingthat could be afforded by low income families. All major GOE


officials, including President IHurtadol have spoken out continuously on the 
high priority that their administration Isplacing on low income housing. The 
formalize this priority. iThere is now an intense Interest inusing new lower 
cost approaches such assites and -services,integrated and core1 housing, testing variousurban development approaches, and improving coordination between 

~ BEV/JNV, and municipalities, and other developers* 

One of theqgovernment's first~major actionis was to convert JtfV and BEV 
~~ Anto agenciesthat mainly construct And finance low.income housing and to......
 
~ launch the larqp~t low fncothe hoissinq proqr~iin in tho history of the country ­

the constructin of 10 00M uittl In various Guityawisll slum drev%,now known as
In 410 *ll"Nlan 5Rolcos". [to oddIit, (lieJ(A tineIlfied Ecuador's first1J.internaitional loans for maJor low income housipg arid Integrated urban

development Programs., A$31 million WRD, loan tar the Guiyaquil slum areas 
---was obtained to finance urban;upgrading , sites and services, core housing, andIhomefmpraoviefnt, and. smallI business loas.: Shortly after, a low Income

shelter and' ihteqrated urban development pro ram,(Solanda5 .wa~s developed Oor. .. 
~, the slum areas of southern N~ito and a $20 mi Ilion A.D.-Housing Guaranty and 
~r a $630000 grant wvere~approved to Implemoentthis program#. (With oveO 6,000. ... 
uniits,)a Asthe largest, low: Income housing programu ever undertaken inOuitoo
 

I 



The IBR0 and 44)D loans v~e ;n,'on bneOni sri r 

73V/BEV to test a model'that isio A~ arttpation by both theAoif Quito 'an Muiiality~a local private. ogani at~ariana de J( Q~~ o)<0
whc ar1rvdn'lncopeetqpyia and scial iinfrastructusre,.<an coUity seri~Vces. This rt I nlvn coordinated actio by J/8EVYJ 

arand 6 loaaui fl y piae eeoper) could then .berepiae in 
oteur a r a nl din ' se o d r ci e .
 
InadtoteGEas began a planning. proces 
 or betteri meeting theshelter needs of secondarfcitiei and smaller tws 
 Th GO National
Deelpet Par calls foa mao eetrlzto program toinprove 

empoyen ad iVinc nii u of -(ui~ OI. to
reuetegoig1g~ii si andGu doa Ao h onr' rmr,,ra cotor1n 19842deelp ore balanced setlement patterns.fo annanceffot I t98-0lo 
asitte O mleetislwicm housinnpogramtin secoAndary cities 

In flay 1982,- the IORD approved a$3. ilonNtoa LwIcm ousing'tAProject tliattIncluds finanin fo poetinOtoadnine secondarycities#,. h -O -1arersnsamott. f irst tiid bitter ser.ving ~iii loW ihcoMe Ih'oUsi' neesf'eodr iis oeir sdiscuisesdin t ealiIse o e& -hr arevr fiastgp

Inthe- 3r/I secondeiry ,I its -busini; prsweandi there still exists a,
I 'rpe Unhet rL lonwide; di Andj I fir l'owI o~"housing r nance., lo fil I thes
~&: gaps, a broader and Mro f,Wide 11G sector IoanrIs needed'~r 

The sector loan,'a proach isappropriate because It focusesattention on
supporting policy IIplementationo:,-USAID is, of coursei also' interested in 

'~.assistin, the GOE overcoste ts rapidly grwing housing deficit owv,USAJD'i greater concern is to brl nq aboutthe institutional, technological,andfinancial i~acts ainticdpated under tie project inorder to help JNV/BEV
carry out their policy obiectives discussed indetail later inthis Project
 
,Paper. 
 Thus, the Indivi1dual houig subp'ojectsrto be financed are not the
 

~~ :principal ends of, the project. They-represent Omn of h~elping JtW/VI~V"
ImJeefntland ex Ind the policyo program and Institutional directions being 1~enunciated and at tempted b~y the OE. 

Th-- ofthe projtct~s to' impoetetafyo ie for lowIncoman OidataedfilieI secondayitifsad~tertvsInoe Whose mntblysblo hentonal. medi an for uirban arviisoiutslde of Quito,and 
ofGuayqui 4,3 ($ 30)Its 1901 jirts. Thp' gjroje'ct purp%,be Isto ASSISI,~the GOE Iplimient Its housing policy objective& of:* (I)dfrectl q er
 

http:patterns.fo
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---

'..1r,
 

resu , orosn nes se arycities and smaller towns;
(II kin'-JNV's institutionalinfrastructufre .more responsiye- ,to local needs 
sten adiglJNV Regional Off ices and'dicentralizing housing 
Implmeninglower cost construction technologies and%mobilizing 'local 

reore rmmncplte and private sector developers, 

~The, SecondaryCities HG Sector project wlfiachousng solutions for,

an esiaed1,0 0faiisi rban aresoutside of Quito andGuayaquil.
(The jnumberof. beneftMin fg 	 th~an th'e, total, numb'otaut 1os- is slight ly 1ass 

~----oans since in~some c'ases families will'beeligible, for both nw costruction 
~~-----'-loans for partlial .solutipois indsub~equent 'home improvement lan,')' By'_th0e­

end of, the project period, It is estimated that the share of the JV/BEVs new ' 

~~--I nvestmen t Innsuch:urban areas, wil i lncreior to So'ipercenit compared to three'
 
~~-~'>rpa7et~ atid 'qace-'perlods on'the JIG:loan will help strengthen BEV's
 

fnIal position' so that It can contlnet pad its financingfol
 
~-inicome housirg ih'ttw 198OS.
 

Through technical assistance..and training, the project will support the
JNVs dmni-strative decentralization efforts by bringing abut improvment In 

)heYNVegionalOffices so that they maybetter develop andimplement low 
icue' housinq projects based on local conditions.. Strengthening and..... 

dove)l'otits
1 Regional Offices is an Indispensable Institution building. 
measure that, JINY must undertake if it,is to have acapacity to meet housin 
needs outside ofQuito and Gua'iquil. The Regional Offices are in the best 

­

position to identify'and prioritize local-problem. With training and
technical assistance, they will be able to develop locally suited progressive

y~, 	 housing solutions that utilize lower cost local building materials (e.g., 
wod,'adobe, bamboo', etc. Frthermore, the NG project w-ill encourage JH3V -


Reg ion~l tr c.s to work wlIth municipalIt les towards the adoption of, more 
d-r'-at oMotructi flthnduad 4di oruInir'e for low income. nouuin~ z

--

Includinq Infrastructueer rnuiremt'nts.. lh'y Aire 41so better able to hz 
- compl ementary resource% from rmnicipaities And other local developers such as 
cooperatives, but ders , PVOq and regional davelopent ageniesas-s being
doneIn the Solanda Project, 	 gecea 

Thehhouting solutions to he~ financed will he grouped Into subprojects
developed -by MNReoional offices. Over thirty subprojects are expected to be 
developed-and financed representing different low Income housing responses toEudr dIverse, social, cultural, and geographic conditions. The 1N0 andmentarytcniavsssac will serve as catalysts fo,'local housing 
'Innovations andlexierlmentatfon. liY nstl'tutional developme-twill be
 
ncottilped thro-ugh cprocess learning approach -(or learning by doing). The NO 
secto prrmis being left flexible as to sweifisubprojects to-b funded,to as t enoursg IE 	 to takgMRegional Offices led.role In planning and 

--~organizing: su bprojects that respond to' local housing probleSaS nd thatrmt 



ortls.$?crl~citrt ~4 atTe 

supoecsaeUlgbl'f r~jcHG0a udn. WEVhaqatr w 
ope!0 eiin ah~ppo ng~ eo~ rgerate'as~anICI n ze tin 5itr ei tow oui, Csp -cm
ubp joq bya Region I cto~necs 'etrpsed' * s Regional Oaf ice l l te s 
unetk ndo oio supojc implemeton. o~~i~rt 
beascnsis~tin 6epets aorfurb iz" Co nitar oes angpros0from 1fd tosqure'etes. nnoa~tions inr nsftaduranzto&qui project I 0 sites 

ofhldn 
so n downcots incl I-Vgaigwlitr ~sn ude'oan fo h~nomne ~'ipoiiy f~ 

meett inome eFianel reuieentFWil the oroe J r oilthe tofndSand1, cs vrcl:PWivJn grmiicowiit rhe, as d " on a simlaefecunpr~-~ r,nte ohe Ioad htGIsoan.d;ta" roe 

spra cta-W~~~~~~~~Jfmeas a illuhe'-lwstae htshapoibesbeisre/E ore throjnlOo ti nd tatio thog t Rgoa f is it wll 

0,e Impementcatgogncie a deummarFinanc a por aPlantnaioa 
av4nd Xousf pI whb aciiiellothCroerand~wl rinIN h HOFqr fI. theparifnds­seler itroean agrement wihEVibaed aiiare atareedno n 

SatiNoappousl. Boad:c JMIIV;'b illfor prj net~JV' wl ot.repnsJf' tarinq o thp correntaton It$will prwoidu feso rin iniviuaz--Subprojet o anraoptrand exeutotsnd fol~r

hroughIselfon alOfi.s 
 1tW


sdh a 1ain~flcldvlpr 
 thercprraet setstofntlprit--re fo supojc d'e n orength
aindarryiou staff trainingItprgrm*1amongs 
f entRgoate1Ofice, ~ 

-

oheowniter. pIcansreparingrtand ec ig subrojg~ets fr ito ing utizd thatn-are auwta agreed­£uoa S'h
V And'iUMt111# t4th wi ov$03milvlltss 
r a11ntsiisgroag 

-­
poc bent l io.pro,'ls.01- L

US Pfr prv 1. Onc e11 op. e~lI Vwill caN rtcotisiue 
forrni*frtoo~rim~ n In IIIoremh'rpdawo- in, ishL siOuroj c-tp --­

pr Qapcount itojc Oftha~
J~t nd Wll artun pov~e undiof 5 
 pecent-
 er - ­
finacin coto h.e$4j@t!I'i 1poes o5irapiatinl 

creditan mak 
 arageet 
 fo mo-tr 
 3n3d -­

th wl I-I~~be- o 0, 
re~toa,-E otrbto to-~-'-~ proec 

l~i s The 

r P Ilion 
C1-R~ecors 
 Lci deeopr 
 are3 toeg 
 us-whc a 
 contribut
to e-veo-In o a spcfcsbrjC ift'olmotyognzto' lad or ote 
 reom In'- -o 4orit ­

t Suc 
'ons16'3e-oca 

muiiaif s oprlleorohrlr 
arirum -o~n 

mailto:h.e$4j@t!I'i
http:pro,'ls.01


~secondaryrcities nd~s aller towns withb incomes below the national urban~;

miedian incom (1981 S/4,300) excluding Quito and Guayaquil1. The3 will provide
t 20,pecentof newup he~ostof the solutionse.Totaldowtiio of benef~ii friesto the project wil he ver53mlin 

A.I.D.: A.I.D. will provide'a $25h;1'ilon iousing'Guaranty loan (7
eent oTthe long 4ter- financing), so' that -the,BEVcafnaeaprxmtl

14600 low income shelter'and home' improvement loans,, and 6ptot 300,000 in
 niew grant funds -for~techricai ss istanc a~nd trai ninrg. 'The' staff, of. theUSA ID
hosn n rih,,ee mn Division is being expandedi o assist JtIV/EV


~with project-_mplefentation.s USAID will be'further'backstopped ~by thetechnical resourcesavailable in RHO/PSA :and PRE/IUD. 
Then total cost of the project is$39.1,million itiue sflos
 

Table 1-1 dsrbtdasolw:
 

&MuM ar Financial Plan 
(thousaod oU.5,doTlars) 

.MOID. GOE- Seneficlarieslf Total 
 . 

Housinq2/
 
os20,000 5,3:30No 5lu 6. It70 3,0Ho~me IuiprovemeniLs 56000 167) .66670


Subtot~l ,wq51000ms
 

Institutional Development 

LoKf 

. .
 

n Term T.A. 115 
. 

--

. 

115 
Dsg omeiin 575 
 i 

SStudieos 100 - 100 
JNY Regional Officees ~/120 120Cotnec 10 10 20
 

TTL25,300 8,470 5s330 39,100 

B/eneficiary contribution includes only downpaymov"i for new solution$#
 
the'.benef IcIaries' own labor' and contributions towards completing, the
progressive units Is ecluded.......-

A radwno:07 ha% b'en ijsed based on th- .estimated r.geo


ac.1tl.. ,uairojec'exnperiencit my diffue'r. .. ,J/ K.r~uhlrpfr cntiH Ion repoiaflIl," Pi't nt. of irojoct mortgage
 
Rersei Incrental costs of. salaries~ of new positions training, and 
 imhI IIzat Ion Inheren LIn stLrengthenIng' JNV sRegtonsaI OffIces. , ­
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E.ISSUES +4 4 

IRelationship between the; IBRD National Low Income Hou~sing Project and'the HG Seconda!2 C1t~ Sector Loan: The, IRD has Fr-cen11Y approved~a ;35mili1on loan-with the OE for-a--aTional Low- IncomeHojsi ng -Project. Thatloan wil fiac j0 'si nt and 4dse'rvices 1n specific4projects &Irea'oy des igned. 4'ad,680 oeAprvmnlasnWiondiesecondary cfeos.,.'herf. an4. ,800ehoml'ie:1poen ro~~n~toadnfunding~~~~~ft WR t cnennp the r4eed for HG
I ht 

fudngI igtofti IBRD'ommtment.. 

GOIlannnq ocumentnJ. %hwa tirte t~p Ah pr4vitdinrthe housingunits~necessary to koep upi wILit iwAailly, !fordt ton. -'to rv!Pbit extinq'units deemned untit for~habtaLh,tioa to uprd usadr- nt*" Theseneeds dwa~rf the resources available to the GOE; TheGOE est'ima~testhat by1984 thee~ 6re an acurai1dnIdand ir,
Wi irban~areas.,albne ofap'proximately~
~600 000 d'welling units' needed: to'rpaeo uprd-usandr 'uis,or to
oerodn.Othsttl,reduce oqy54percen (or324,000uniti), iestimatedito' benderived fromndemand In urban: ar~eas outsid eof Quito .and~i, Guaymqi$, Just for new fimilformation in these-latter urban areas,, some27,000 ,units are requ ired by families' itthe~ MID. target group (Ise.monthly incomes below the national median for urban areas outside Quiito and,
Guayaqul). "I 

Th
. *souces'i ftenw RD projectis substantialtQut additioopnn toth..enew 8++D lo......... Some b
 or will be
inQuito., Al so; an estimated 40 percent of home improvement loans to-be,
~financed underthe JORO project will be directed at the samne families thatreceive the new basic 'units. 
The 5000 unit balance of'the new solutions to be financed under the
181W project 'areeantarked-for the specific secondary cities of: Anbato, 

+*!++ -. .,,4++ + 4
Esmeraldas,' QuinlidE;' Ri obamba, Santo DomIngo de los Colorados,*6abahoyo1,El.24 +++++ ... .. ...

.'24s+22~~1>~ Empalme, Machale, and'4Quevedo.o Of thisamount, only about 3-000 units aret-"4 4+ 4 ,'4 ++++++4
estimated to bin thsame price range, affordable by the A.I.D. target 
roup rThuh,: there, i t~aurgentrand largely unattended need for the proposed

4."' 4 44 #4+:+ 
 + +~s+
,+.+,
++.4...+J. 
 44 .....
 
. 'Likewise, the, IBRD loan, snotditecting resources to secondary ~ citie's In several key provinces (e.g.,ttanabi, Azuay, Guayas) that areImportant aasfor. the' GOE. 0sdecentralizatione44 program, Tese provinces -'4,',,, 

S 


-~ + ro4'encontain, twdfo th~e slialternatIV#5ttl ment -areas envisioned in GOE 
Cu encaAzogesBilbfin)iandthip third province (Guiyas.)tincludes'a 4,numbrotsqcorndary7 cties and £maller tons that are important ~alternative settleinintarma$ for~the , arge rural eigration .flowing, into Gua aqul T"~hujs there -are$f'j
mificant geog~rapicC"a$'4 not~covered by the JWf/IIRD National loInomeHousin Projects c 
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Morever whle~h IBDlan nd oherdonr asistnce ar 
_.pov i gtchiaJas Aneadremphs sbeig'onreeloi i re sorlaceRe9 1on I -shr-~-Jt rn 

*v
suhnias muicltesnc r ;esoe steesl1tl rn 
deelprssuh ai~nc~~i t 'sand,pjat ties. 'The more feil

nattire of the HG sector; loan ii1 enicourage the developmrent, of. Regional ~-
SOffices by hav4 Ingthem asstim6ea lead role in su~broject planning and 
organization.~ Strihgthening its Regonal Offices isan indispensable

instli~in'uliq aueta N utudraei ti o sustain ;a
10nrgemscnaycte pormadfrhrices its capacity t'o meet 
houi§,ed ofsd_6,.Q~itorand Gu ayaquil. 'The A.I.D. pject'rWill fill < 
thisinstitution-building gap.~u 

Pinl~,~ heeligibilty criteria for selecting subprojects udrth 
Hloan wil 1.preclude- flinancin'j newunit construction and home improvement

ite-sse under the 18RO. loaniwithot prior 
wr~tten approval of-USAWO Such a provision in the imnplementation agreement
wil further differentiate,-theHG projtect from the~ 113RD loan. Cearl hr-isa oter bonth thO A.I.I).,and. WIU projIects and the projects com pementeahoterdi 2Tere willbe tn overlp~or diuplicaion ot resources betweenthese, two. externally financed projects with respect t osn solutions 
f Miahnced. t osn 

2. JNV/BEV Absortive Capacity:~ Given the delays inimlementing the
 
S8 olan r low income housing in Guayaquil and the A.I.D. HGolon fo-

SolndainQuiito, the JNViBEV capacity to absorb-the proposed A.I.D. SecondaryCities HG loan in addtio to-the n_ :IBRD loa mutbeadse. 

With respect to the IBRD Guayaquil project, there havebeen delays of 
Sapproximately 
 ann year In processinq the various legal agreements and
so4Ibagrement%. Iotthen jp.ct's thre components depend on entities other 
thanJNV/II:V$ iamly~ thp iijo~ficipality 'of Guayaqui 1 the National SmallJ 

-

Eerprise and Artisan Center (CEW The
MIA), and the private banking system.

project delays have been largely with these components. The 18R0 points out 
that, incontrast, 8EV/JNVs
tmaking lood progress on the low income housing
construction and home Improvement loan~copoen for which it is responsible. -

yerSimilarly, the implementation of the Solanda HG project isalso about
 
a erbehind schedule. Unexpected labor disputes~i thNariana de Jeis 

Foundation and problems inprocessing the land donation were principal-,factors
 
S markets in 1981 and at the beginning of 1982 contributed to a "go-slow"


approach by the parties concerned. However, implementation planning for the>
project, has been completed and the U.So. Investor (Paine Webber) has now been

4-~-A~selected, Infrastructure works at the site have begun using JNV/BEV,
cuterpart. 

both ChPI I0R1-r~iYAq1ul project Atid the A.I,..4olanda HO project
-;.have men Important lt1,drnInq xpnirIencv, .for JNV/ft1'V managemnent and staff.
thWfl fain IlArlywith t$HI) anId AI.t). procedures wilIlresultim nrimant 

~>j4~N IItate Impsliventation of the two now projectss Each of the now projects
wilprovide for technical assistance to strengthen Institutional capabilities

inspecifically selected aspects. C 
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The deslqn features of the proposed A.I.[J. HIG 
loan will increase

JNV's absorptive capacity in two important ways. First, the focus on
 
secondary cities is consistent with JNV's coniltment to improve the
 
institutional capacity of 
its Reqional )ffitces. ,INV's decentralization policy
Is well established and acc ept ed within tie (44 hureaucra(:y. the new 
positions needed to carry out Ihis objectl iye have heen identif ied and JNV has
the necessary authority and resources to fill Ithese piosiIions promptly.
Second, at least 30 percent of the IGresources are to he us((i for subprujects
that are promoted hy other developers with the ,NV. This will reduce the
 
JNV's involvement in direct construction adminir ation, even though JNV will
 
continue to have a supervisory role over these activities.
 

As indicated in the institutional analyst, BEV has a good financial
 
management capacity and should be able to administer additional funds with
 
little difficulty. 
 This capacity will tbe enhanced by the computarization
 
program planned under the IIRD program. The IG loan itself will have 
a very

favorable impact on [EV's financial status, as described in the financial
 
analysis. This impact vill 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 fIG loan and the
 
estimated ten year grace period will help strenqthen the financial position of
 
BEV.
 

Nevertheless, iven A.I.[.'s and IBRL)'s shared interest 
In the
 
institutional development 
of JNV/I8V, cloe col lahoration will have to be

maintained (uring project implementation. Ionr thiss purpose, lISAII) will
 
request ,JNV to take the lWad I"iorrianliliiq r'lul (r joint meet inigs in which

iBRi) and IUSAIt) can jo tly review projre,,, and problem%, with ,]NV/I)l V.
 

3. Need for Additional 
A.I.). Grant Funds: The new IBRI) loan to JNV/BEV
includes financing for consulting services aid training for JNV/BEV. Also,

the previously approved Soands HG6 
 loan lirojcct has a $630,000 grant component

for technical assistance and training. by the end of FY 191?, $490,000 of
these funds will have becn obligated. Ihe $140,000 remainder is planned to be 
provided within the USA Il's IY 1983 approved OYI6. Given the se availabilities,
the need for additional A.I.[. grant funds to support the MlG loan project

proposed herein is a potential issue.
 

The funds, under the Ihf) project are pri nc ipa lly directed to assistBEV with the prociurerent an( Installat ion of a .oMputer syst.em to imrprove its 
financial manqment capability. Related technical assistance fromni local dnd 
International sources will assist lH[V Introduce, a financial management system

based on a computarizyed report inq system. llngq-t erm assIslanrce in (eveloping

accountinqa cost tgystem will al o he provided. A series of ohort-terir (one
to two months) conmultants will aft alprc,t,
techno logi s, 'lf-heip (im',truct ton, and hiunan set tlimientn., Al so Inca1 

assi I, ,NV ,,I Iinsuch as housing 

lllail hlnr,d I"inn l will I b a,,* ,t INV wilh "Pw trpilrer t Irrliral 1r . Iih,
f114) l)roJ,( I wou ld ail,,o ftul IraIiIltrig 1u01hi dl d arid II Ir'ua1dur rirmarl ly In 
financ ial planntn, manqemnt, technical aspects of low Incomeand certa rIn 
housInq based on a staff tratnlnq l1an to he prepared by ,NV/IIEV. 
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The A.I.D. grant funds under the Solanda project are obligated in a
 
joint agreement signed with JNV, BEV, the Mariana de Jesl)s Foundation, and the
 
Municipality of Ouito. Only the port. ions allocated to JNV and BEV are 
available to support activities riot necessarily strictly related to the 
Solanda p)roject. Approximately $?7b6,000 tinder thf,;e components remain 
availahlp for ()landa and oth(,r needs. Pl1awt s are t() iuse these funds for 
short.-teni t echnical assistdnce, 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 project will, in fact, be used to help implement the secondary
 
cities project in ,everal respects. However, there are additional needs that
 
cannot be filled by ei'Jer the Solanda grant or by the planned IBRD technical
 
assistance.
 

First, an Ecuadorean professional will be contracted to essit 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
Offices and would assist in develo)in(1 and imp1ement, Inq a reporting system. 
It, wouldII, inappropri ate I ) att erupt to) ute fund ,ilreiady under the Solanda 
qrant. ,i(Ireeflhi'FI. for this iujrpose. %etond, desihn (ompetitions will he 
f inance i to en(ourage INhe inrvolve ttent of prIvat P sector [cuadorean 
professionalP in tie (generalIion of ideas and plans for using local materials 
and innovative approaches. This activiLy will complement the short-term 
t.echnical assistance an( training given to JNV staff under the Solanda grant. 
[hird, selected municipalities would be assisted in improving their ability to 
participate in low income housing projects throuqh studies and training 
proqr.,ais performed by Icuadorean fiinns. echnical assistance would be funded 
under the SoW1anda grant to help identify and prioritize the studies to be 
performed . However, the So Ianda grant is not. suf fic ient to carry out such 
studies, even on a p i lot ba is. Th, PI) quid(ance cable expressed concern 
about the ii mit.ed qrant finds unider the SIJA appropriation account and 
suggested WJM\AII) explorv alternative %ources. While alternative sources have 
riot materialized, the overall amount required has been reduced from the 
$500,000 v st imatd in the PHI) to $300,000. The annual requirements are 
minimal. The initial obligation of about $/,000 would be in FY 1983 with 
increments of $125,00() in 1Y 19134 and $100,000 in IY 19115. USAID expects to 
be ahle to program these amounts within its currently approved levels. 
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F. Project Committee
 

The Project Committee consisted of the following USAID members:
 

USA ID/Ecuador 

- John Miller, Housing and Urhan Development Officer
 
- Carlos Luzuriaqa, rconomist
 
- Richard McClure, Controller
 
- Patriclo Maldonado, Proqram Officer
 
- Robert Jordan, Chief Finance Officer
 
- Randy Roeser, Deputy Finance Officer
 

In addition the Corrinitee received suhstantial inputs and assistance from 
the followinq indlviduk: 

- Mario I'tt a, (hlef 11(110111l I1I(%us111(1 ()fIt L(,r, IIJ/ ISA
 
- Earl Kessler, PS(: lious inq Advisor, Id(1(/PSA
 
- Eliecer Fernandez, AID/W/FM
 
- Edward Robbins, National Savings and Loan League
 
- John Arenas, National Savings and Loan League


Tova Solo, National Savings and Loan League
 

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

- Ricardo Davalos, l'renident, JNV
 
- Jose Ordone,, Ceneral [)irector, JNV
 
- Roberto Carrion, Director of National Planning, JNV
 
- Fernando Flores, Technical Director, JNV
 
- Reynaldo Posada, Conisultant, JNV
 
- John Klein, General Manager, HIV
 
- Marco (;uarlerar., (rvdit ard inaf.e Ilrector
 
- lluqo Oat I , fIlincrtr Ial Andly-,
 

The Plro.lin. was, ro-vIew'd ,,,Ifl apprl voit l v: 

- John Sanhrai l, ;.AIL) DIrector
 
- Paul rrIt?7, U.JAII0eputy IIIrector
 

G. Recorrime ndat Ion 

This 11G program can Serve a% a major catalyst for not only flnanclnq low
income houslnq, iut etlually Important, developinq the Institutional,
technoloqIcal, and financial (apaclIty of JNV/filV to impl'merit an incre'aIinq
volume of low income houIng iii all of Icisau~lor'.s econdary cit ie, (111d ,.maller 
towns.
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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 needs and its weak finLncial
 
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 Team a% one of the most. imp)ortdnl new activities in the FY 
198? A.I.fl. ro(Iram 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 recommend 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. 



IPROBLEM AND'PROPOSED STRATEGY ' 

A. SetrAayi ramewr 

The analyses contaie inthsPoec.ae~ re bsdr an~ i~~~impressive array of policy and progr~a in,'-docum'ents developed bythe GOE, <'+'+ter '
!Se ector.,As"i;ses + "+smenlt
~Minhepth A.J.D-w )~~ID.,ABRO, hand other sources.'A ShelIteSctrsesen
was repredl Huiith~Offc'o 1976 that copldavailabe data,,,, 

eo -eeonindionsanal 'ed constra ints, and 4his Assessmeyzdniew¢ preare)by 06,Vfciof Hoiin, tr~rmaisValidwc K 
ao The Shelte SctorA;~~se
'smie,nt61so slerved as thebsic f#'amework:'forprirng the Tousing and
 

urban,Leveopment strategy contained in USADs approved COSS ad for
deelpr 6ltqae hle n UrtianDevelopnment .(Sob a) Project' 
aperapprove 8dn t-proposed herei The analyses d.
contained Inthese latt'er documents were furter,'updatedjnlgcl82-thy-ough asttdypepnred bY the USAWD economist on Problems: of.Hman Settlements, in. 

Ecuador 'AnalysesoDvelopngna Housing -and. Urban, Deve lop nt...rogram.in. 
Vcona[Clie-. Severalothe StUdies were also utilized InclUding-reportson-th Natiobpl Low Income Housing Pr+1RD+c a e 1 n IBRDUrban'Sector St iy of'Housi qFinancelin EcuadoradaJD sudenild-
TEuRM Economic Development issues. 

Basi
Ecadoeanpolicies on low income housin -and decentralized

urban development are sufmmarized inthe~GDE'stNational DLvelopment Planfor
1980-784 that closely parallel analyses and recoimmendations made inA.I.D. and
 

"1IBRO 
 studies,. CONADs Guidelines for Seatial Develo 'nt ofEcuador provides

afurther inede th presentation ot the Cus.decentralization olisnd 
progrmns The gtional Housing Plan for 1980-84 produced by e ational 

. 

Housing Board (IrNY) and tHe Ecuadorean Housing Fank (BEV) translates OEhousing policles'int'o specific objectives and funding requiremertsand gives
 
Ciisad smaller ton.VrosJHV tcnaldocumeonts (NmsMncsde

DUrbanliaclon yVivionda and Carttlla do Vivlenda Rural) present JN s

commitment to lower Infrastructure standards and to ier cost housing.
approaches. Finally, JtNV has prepared a National Study of Housinq Supply-and 

444 Demand+-:+44+4+,{' +'
for 
++:: . 

1980-84 that clearly Identifiesthe jarTdmand for low income4B4 -- +++!+++4 +g. ++:+++:44-/++++ +­
4+444 4 p¢+-, ++ :+ +++::.4+: +,+ +t.4S+:+housing-+ nationwide. + ++4-,4444+4 + . + + ++ .+';;+ ­

- - ++ ; ......, 4 4++444++++ .4.,4.44444.-+4;4444444444 :+44 .4'&+-4-4---A444--f'-4--
4444-4444-4 

I+ ~ l €J 
++ 

++ 
4 

4444 
+ +++ +++;+++i+ ++ ...........4 44++ .+
 

Taken toqether, the above documentation analyzes the key problems andconstraints inthe Ecuadorean housing sector$ defines policies and a strategy

for overcoming these constraints, and lays not a five year program and44.44financiare~qujrements444h44444444 I44 -4445>4u 444t +4h4 4-l+45i4444 4 +, ++;44 '+, +fo carrying out new GOC low income housing policies.,

44i+ -h---l4-I:C-I+ >4444 ++++444The sections below~ brief444-I -4+,44*4-n S m+ di ++,++:+++:+++++++444.44 444summarize findings4+4 from4444444444these documents and present 4....4444 -'-4~ 444444444++++++1j44444os44444. 4.4.,,-4 -44.-- 14 444 444 4 44444-. 444444+444 444 444 44 B 4the fraework for the sector project proposed herein for NO funding. +44 44 444{.4B'4-444 -- 444 44 +1+44-++++++++++++ +++,+++++++ ++++im 4 ~ - io l~s +; + 444d444B44 a - 4444 44 4- 4j++4- 44 -; +
, +'V B-4+4444 444.44 .44-4,,. 
B. The Housino and Ujrban _eve looment Problm in Ecuador 

4444 l4 o pO-44.i 

One~ of the most 1I"IfItcant trnds~occuri ng InEcuador over the paist
 
30 yeoshn bee rap 1 rtira'Ito r ni, n190 %ame.2A.5 perceit. 

http:nt...rogram.in
http:thsPoec.ae


ofthe ~al poplaton Iied1iurban areas (def4inedas adpo 
c 15ciie-ad-townsj ;-b -1981-hsrie' sAm d4percent .Eudr'stalPpaio ha over thje past 30Oyears ith na arwhrae6n. percent,millon persons. ~r~~ ton In ~s 

t go a 
b eengoig 
or somie2. 

r 
hile a maj'p'r;ty.ofthispmuigi~ron~has-bee fromPrurlwea to-~--v~usmlurban cenri subttial i.harO, hasA61orei~ct1yto thfi, 1arlerci tieConsfierahboemigratin orj,,4 00A.Akektpl iefro, %;naler'Lo larg~er urb. n 

ruiral popUIatfln-ofthe ontry', inlqrdLpd Iroinrr~a tourbati ara vr yearithe-1962g4 period -(foi* which census datdare-available)i The process ofml ration invol Yes a.trehd~to comn. first tbrSnall ownSi then,to econdaryOtis either to settle there or finally to move to th, two large mtropolitanareas of-Quto and Guayaqil i 

4 

v~rbasrc 

-> ~ 

>resonse 

Accrdigote mstrecnt stmats, heurban-housing defci(quitittiv~anqulitaive inEcudorspproimately 600,000 units~Prjce t194 fetngap'xmel,80 percent of the urbanpopUolation, At least:54 pament of this defic it or- some 324,000 uenits isaccouinted for byurban areasiootside ofQuito andGu Gyaquil, 
jThe deficit mnanifests Ite~nteSer nthe illegally developednel borhoods that offer low income.familiesk land on which to but ldbut lack ~iservires a situation that persists until the Muinicipality recognize's

thesett Iefent. Rec iton donot come esiy dtded periods of timewell as all-weathpr 5trtets, paths, and stairways. Another common situation>in the Sierra is center~ city tenep~mints Ito which famli eAch OCCUp yOneO roMooin old house. -Where wdttr anid sanitary tdcilitlos ar! dvailable they areshared among the many'Iamiiios crowded into whet once was a single iamify home, 
On the coast, squatter settlements,-poorly planned if planned at all,crop up on mrialadsbetto flooding or on hillsides tosteep totechnically and economically install Infrastruicture at some future date. Thelack ofpotable water, accumulated garbage, and rinadequate human waste -disposal contribute to the hi1gh Infant Imortalitr rate and qastroenteritis andother health and social problems. To date, mun clpal and national levelgovernments, confronted with the rapidly growin demand for housing andrlated urban inrastrvcture, have been overem byte agideothproblem mentioned aboviv. They have often been unable to mount an adequatebecause of untealistfC views about client groups, inappropriatelyhigh housrog, and Infras.ructure standards, and Ansufficient funds to iIplament..a mas~w ielter prograk. 

S The priority Oiven to Quito and Guayaquilfor housing andlnfrastructure Ifnveistments'also has severely limited the abil ity of other~ur ban areas to cupe w~ith the growth in 'leiand for services. :In secondary. 

.j 



4cties, the~verrowdin inlow Income neiqhborhoods and tefrationj of 
~perim~eer slums lcigbasic Infrastructure are creatlng mountlng I elt'_oc Ialprob1 emi---These -tens ion sji7forexamplp e~recent 1nc~-oahal h 

fi6i- , t civl1 disturbances Jin ChoIne1 a c,oasti 4 town 6f, 32,000.Essentially, the entlre town went on strie1*p~ts 
f ak fpors n4
'7';
4 publicW k slated for the ~town Pol1icemen wer.injued~an& poty 2 damagewais widi'spriad. .,Similarcivil disturbances occurred-preyiousjI.in they Sierra 
' 

seonay cty ~of Ambato 'ad~h c ia~iyoMnta. (Nor. strlkis and 
~ prote ts of this' nature can be 6xpOcted'a85fth. couitijy. gprdiches tel1elections. Rapid,,jrowth i1n heseKurb-an areas is Projected for the rest ofthe century, threby aggravting a
 

explosive social situation. 
 44< ' 

The nme ftwswt more than-25,000 butless thin 100$000 person~s increased front hree 1n,1950 to-13 'by 1980i reflecting alsignificant
population 1nfl6ii . Somejsecohdtryitie',5are expected to continue to6gow 

.. 

sustantially,, By'1986 It lsproJected that there will be eight cites (not
includn Quito and Gus~ail) withi'Moir than 100,000 'inhabitants these will'account~for 35 ercent, of the country0s urbanpopulation. 'Table I of Annex1119:Exhibit A, shows' that coastal secondary cities in particular have been<experiencing an annual growthr rate well above the nationalraverapehihe
even than Quito and-Guayaquil. 

Jable 2of AnneX 1111 Exhibit Ao gives so" Indication of the 
4.severity 
 of the quantitative and qualitative housingrdeficit Inthese urban. areas. .Qualitatively, over 33 perent of the hiousing' units on the coast and1'percent" in the Sierra are 'classified as substandard.' The~ Quantitativedeficit inCoastal' cities like Chone anid Porto'vi~ej ieqiaent to more tha
 
7 half'of the' existing hosing stock, Soe coastal cities must' Increase their ~ 
 '* 

.. 

existing housing stock by sore than 80 percent simply to accomodate
population growth by 1994. 

4Table 3of Annex 1110 Exhibit A,,reflects the need for avariety of
public facilities Inaselected group of secondary cities. These percentages

would reflect a'more severe situation If peripheral areas of the cities were 

Lincluded, Such areas, particularly Invaded ones, usually have no services at 

ffoatof on market towns (urban areas, with between 2,000 and.44444 

26iOOOpopula ions less readll available, 'as a group the apar to be
growing 'at a slower rate. rSoft, infact, are ,characterize ya outmigration 
process as Inhabitants seek out'services available in secondary cities. Yet,
located near larger 'urban areas 'and are Important for their satellite 

, 

~~Vi~ function, Thus, 4one can 'see a"ew' towns aving a large share of abandoned. ...
houses as well as towns with t;Wsa.,e types of growth problems faced by ~ 4secondary Cities~ 

Accordingly, housing programs for such towns must be very selective, ,4ttAIng into0 accoint _area s-pecIfICr trend s and forecarts. One Important fac tor 
<; that will have~to becnidered with respect to market towns Isthe GOEs 

http:occurred-preyiousjI.in
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national Integrated Rural Development and decentralization programs. The IRD
 
program has identified some 17 rural areas throughout Ecuador slated for
 
coordinated, multi-sectoral development efforts. A.I.D., IBRD, IDB, FAD, and
 
JICA are all providing resources to assist with this effort. Undoubtedly, as
 
the GOE proceeds with the implementation of its IRD program, added growth

stimulus will be felt in some of the market towns. 
 Inaddition, the GOE
 
decentralization program (as further described later inthis Project Paper) is
 
also having an important effort in urban areas outside of Quito and Guayaqui I.
 

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 will reach over 600,000

dwellings inurban areas alone. Of this total, roughly 54 percent (or 324,000

units) is estimated to be derived from demand In urban areas outside Quito and
 
Guayaquil. Housing institutions will have to vastly increase their investment
 
in housing outside Quito and Guayaquil in the next few years simply to keep

the deficit from increasing due to new family formation.
 

C. Major Constraints
 

There are a number of constraints which are preventing the country
 
from more effect Ively addressing its low income housing and urban poverty

problems in secondary cities and smaller towns. These constraints are
 
described below.
 

1. Lack of GOE Financial Resources: Ecuador is facing a
 
deteriorating economic situation wch is forcinq the GOE to reduce or
 
eliminate many of its most important development initiatives. Economic growth
rates have fallen from 5n average of nine percent per year in the 1970s to 4.2 
percent In 198 , A recent IBRD study conc ludes that "the rate of growth that 
the country could achieve from 1981 to 1985 probably cannot exceed four 
percent per year" and some local economistc even see the annual qrowth rate in 
1982-84 declininq to below three percent. With population gruwinq at 3.4 
percent per year, real per capita incom, Increases will virtually cease. 

Already, major budget deficits are appearinq In c e tral Igovernment
and autonomous agen ie'% whiCh are forcing reductions in key development 
programs. It isestimAted that less than half of the, ((F', invetment program
included In the 1980-84 Natinal Development Plian can in fa(. t be initiated 
because of a lack of resources,. [cuador' s halance of paymnet,, delic it in 1981 
was $294 millin (.ompard to a surplu% of $?i'h million Inil'io. Ihc country's
declining exports and growinot halance of payment problems led to A major
devaluation of thP fCuIadorean currency In May, 1)98? which highliqht, the 
country's growintl economic difficulties and declininq ,Stan(lard of 1lving for 
large segments of the population. 

The deterloration of the [tudore an economy 1%sattributed to several 
key factors: (I) the end of the country's "mini-oll t)oom" of the 19/s brought
about by the declininq rxport able petro leum %urplu, exacerbated by the 
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worldwide oil glut; (ii)stagnating agricultural exports of Ecuador'straditional products (bananas, coffee, cacao); and (Iii) 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 isnot good. 
 This problem will seriously
dilute and reduce the GOE's financial capacity to implement its new low income
housing policies, particularly In secondary cities and smaller towns.
 

2. Institutional and Financial Weaknesses: 
 Inthe past, there has
been inadequate institutional capacity to deal effectively with low income
housing and urban development problems on a national scale. 
 Until 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 little
experience icundertaking low income housing anywhere in the country but
particularly in sccondary 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. Until recently there has been
little attempt by JNV/BEV to expand the housing sector's absorptive capacity
by developing Regional Offices and by mobilizing resources from municipalities
and local private sector developers such as cooperatives, builders, and PVOs.
 

Likewise, improved coordination of nationalhousing and urban development sector and local efforts in theis just beginninq to emerge. In the
past, many JNV/6EV housing projects have been undertaken outside of 
an urban
planning process with little or no concern for providing complementary
physical and social infrastructure and community services.municipalities are Institutionally and financially very weak, 
While rcuadorean 

they often havesome resources 
(e.g., land, infrastructure financing) that can facilitate and
complement national housing programs. Similarly, there are other local
organlzations (e.g., housing cooperatives, builders, PVOs,development agencie.) regionalthat can provide some
for low -- hut riot all -- of the Inputsincome housing projects. What has ieen necessary isencourages national a program thatlevel agencies like JNV/8EVa coordinated effort 

zo mobilize local resources into expand low income housing throughout Ecuador. 
here has also been

development a sciarity of mortgage financing for housingin most secondary cit ies and ,maller towns, part icularly oftype that could stirmilate tho dwevelopment of low 
the 

nverwhelmin(i amount of f inancing 
Income housing projects. Anfor the houinq ,ertor Is concentratedOulto and (uayaquI]. Iri additio)n, I nc ome Inthe distribhution and urban povertypat teris In serondary c it Ies

urban fami lies 
have f rail t lota1ly exc ludpd almost all low Incomefrom ar.e- tt mortaie fi nanrlnIq from the formnal housingsector. 

i nailiy, there are poteni al f inancial problems developing In B1EVthat could limit, iV'", future rapacity to expand financing for lowhousing in the 19tOS. Iuoyed by O1 transfer% generated 
Income 

from oil revenues In 



-6­

the 1970s, BEV had little incentive to charqe realistic Interest rates on its
 
mortgage loans or to do serious financial management planning. A large
 
component of its portfolio is now composed of low interest bearing loans.
 
Unless BEV can quickly increase Its lending volume at the newly approved

higer interest levels, its financlal situation will deteriorate.
 

3. Technological Limitations: Until recently, there has been little 
innovation wi hn Ecuadorean housing and urban development institutions on new 
approaches to dealing with low income housing. Considerable resistanre to 
housing technologies such as core solutions, pliso-techo, and sites and
 
services existed among former housinq authorities.Mu-icipalities also have
 
resisted the lowering of infrastrijctrure standards that could better
 
facilitate the Implementation of lower income hosinog programs. While there
 
is growing interest in the use of local building materials (e.g., 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 appropridte for Ecuador.
 

In addition, until 1980, no plannlriq process existed which permitted
absorption inLo project design of the dynamics of shelter acqui'.tion and
 
construction by low income families themselves (i.e., progressive housing

solutions). There was little attempt to encouraqe participation by these
 
families inthe provision of their own housing throuqh self-help construction
 
methods. Likewise, the lack of Institutior,.s capable of providinq technical
 
assistance and taining to low income tamilies to make better use of public

and private resources available to hern has been a serious InpedimPeit in

addressing low income housing and urban poverty problems. 

4. Policy Implementation: Ecuador's new democratic (government
assumed office inAunust 1979 with a strong commitment to reverse policies and 
programs that neglected the needs ot low Income families. A five year
National Development Plen was approved in !80 along with new housing sector 
policies and programs. These new policies clearly recognire that JNV/IiEV will 
be buildinq and financing housinq for low Income families. There is a strong
commitment to progressively develope1 housing solutions, particularly sites 
and services, and to minimum infrastructure standards. There' . a recognition
that lower Income groups need to be provided with Ohelter soloIt on. that they 
can afford (up to P) percent of their monthly Incomre) without ,a government 
subsidy for hou,,nq constructton and Inofrastruc ture. 

GO policieIs also tall for impiementation of Integrited urban 
development programs that can better attack the lIjroblem,. of low Income urban 
families. Greater coordinatinr between JNV/ItV and munic Ipalit 1 ,, I'. 
emerging. There is growinq reco(nitlo., that JNV/IlV must work with 
municipalities and other local deveioper.. It Irloador Is to better addre%% Its 
growing housinq deficit. The National Devel opment P1an iropo),,,, a major
decentralization effort directed to improving th. iuality of 1life In #econdary
Cities and smaller town. Current plan. (All for 5() percent of all new hou, Ing
InWestmrnt to he located nut. idh of ulto and ( ,yatull. 



a 4d,.3ale tow s BEV inerst raes-4tben.Jceae fom-,sidn 

i <erstin uajortaffo'th cobeuntoury' adrres c poghamot lowc ~~std~ 

~~!Jtusingmaterials and .building systems. -

4 ,Relative' to thei96Os and'-lq7Qs, the new policies-described aboverepresent a virtual-revolution'intieEcuadorean housing'sector. Already, ....
~..
 
large'~ scale pro grams: have- been initiated inGayqui 1and Quito that embodyteipolicies and '-planning has been completed for'extending these policies to

.j.secondary.,cities and smallIer towu~s,; Inthe views of .USAID and:RIOPSA,i

JNV/DEVtre headed Iln-thi ripht. direction'- With-sufficient funding the above 
 .. 

~policies can be translated int64effective Implementation. 
4.' 

.4- . -However, rapid ch'ange inany countryv often leaves some p-olicy gaps. ....
and ambiguities. Ecuador'~s: new: housing: policies. and. programs are still. 

- 2evolvinhg -md'they, will,continus tf~e'volve thro'ughout ,the, 1980s "For ,,xml,a
~;additional efforts are, necessary: to urther redude'housing'adlrastrjcture

costs, tO' begin util1izing'+local bui lding materials$ to establish additional.
tINY Regional' Offices:hnd delegat'sto. these OffIces greater project! development
and tmplelmentation4 responsibilitis to epand fundin9 fo low incom housing.


~,in secondary cities and smaller townso*and 'to'Intensfyefforts to mobilize.
 
-~~local developers. While overall, directions are positive, additional efforts......
 

are necessary to further reinforce and deepen GOE housing policy

implementation So~that the'flnancial, institutional, and technological 
 .

constraints may be, overcome. -

D. GO Policies and Priorities 
1. Past Performafce 

Throuqhout ther1960s and the 1970s there wa little interest InEcuador Inprovidinq progressive housing solutionSrthat could be afforded by 
-, -disadvantaged urban families below the-national median Income. Inthesedecades, the Ecuadorean Housing Bank (BEV) and the savings and loan. ........
 

associations Wtaits limited their financing to relatively smallrscale
middle and upperi~dT~ as ho sing projects, Other Ecuadorenaece(the ,Social Security nstitute-S4E55, credit unions, housing cooperatives, andprivate banks) also largely concentrated on providing their mortgage financingrto families well above the country's median Income. 
>~' nomFollowing the establish~mnt of tINY in 1973t several small, low

I cmhousing projects wert attempted, These projects were never, considered ahigh Priorit byrBEV or tINY, they were not replicated they provided in. 
'~infipifficant number. of, low income housing units, , USAI 

.and 

evn worked-.Closely 
4with BEV in the ~late 1960s and rearly 19701 to 'develop~a large national lowr­income housing program-Involving sites and services, oiso-tachot and other.... 

42'444 

4 
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progressively developed housing solutions that could be financed by an A.I.D.
 
Housing Guaranty. However, this p:ogram was rejected by BEV's management
 
because it 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 developing housing outside of Quito and Guayaquil.

There was also little 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 little or no coordination with local
 
municipalities, and were not integrated with complementary physical and social
 
infrastructure and services. There was little concern for lower cost 
construction systems and standards or for integrated urban development

approaches that could better address the country's rapidly growing housirg and 
urban poverty problems.
 

In some ways the military governments inpower from 1971 to 1979
 
recognized the housing deficit problem but tended to approach it ir a 
non-technical manner. Incarrying out their policies they took several steps

that they felt would benefit low income groups. One was to reduce BE.'
 
interest rates to four percent for low income families (setting a range from 
four percent to 12 percent based on family income and loan size). 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 BEV.) 

These production oriented measures were mixed with concepts of 
housing standards which to a considerable deqree undermined efforts to truly
reach the lower income strata of the urban population. Basically, JNV held to
 
a standard 70? three bedroom house, whose price, eve, with low cost loans,
could not be brought down to level% appropriate for the lowest half of the 
nation's families. There was ittle interest In experimenting with more 
appropriate lower cost approaches such as sites and services and core housln5 
or in finding means of directing more housing finance Into .econdary cities
and smaller towns. Thus, the two public housing institutions (BFV/,JNV and 
IESS), as well an the savinq and loan system, all evolved ,q housinq
producers for the middle,and upper middle classe,,' mainly con'ce'ntrated in Quito 
and Guayaouil. 

?. Current Houlqrj and Urban [evelopmetPoiictLes 

With the publication In 198) of the National Deve lopment Plan and 
Its corresponding housing sector program%, there was a fundr(amental ,hift In 
Ccuadorewn housInq policy relative to the I4D60. and I h'esponi tthe /(O,. nility
for implementing this pollcy I%with the 1JNV. Over the past three ye.ar s, JNV 
has been expandinj It%, actlvities from projer(t d.sign and Irmplertentat ion to 
leadership In national policy, planning, and coo ination that ,Are IncluIded In 
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J s origina art e The financiai aspects forimpleme ng, these.newe-ae- herepon-s-b il ty:TBEV -0- th-theseiiYitti -_..qns_70--1 c iti _

workd cosel~y with the National Deyelopiuent Counci Y(CONADE)nfouatlng~.
 
the'Ec uadore an poic ramework for housing and urban d'evelopment'-sumari zed W i

below:. + ++ K.....>+ ..... 


:+)+,*+++7 T
+ K:o Tare Group Fous,-GOE housing programs should focus exclusive' 
age-urban, fmlo the national 

median income. QN/BEY wirl concentrate on serving these lower 
income families.IThe IESS and-savings and loan system will alsot.d 2
attmpt toer I~i incomi Qroups but will mainly fill' the'.aap for4 
middle+and1,eriiddle classZosun. ncome will be the facIor on
which'itItcosts,lad art gages are based 'with low incomefamilies<
jayihig no, more thaivi?5 percent' of their hicome, for monthly
payments. Mtore appropri ate housinq designs and infrastructure costs
will-be-utilized, to lower monthlypayquents.,
 

o> Approprite ecnoo nd-Methods -,The basic technology to be used

by7JWEV wTilbeprogressive usi g solutions ttht can be improved

or epaned trouP,6self-help construction., Core ?iousing, 
__________",ad s tea and Iservices willbe constructed and financed

Sona, larg,scale;' ,Sites Iand services will be mainly used~in coastal
'areas while coreihousing is used in-the Sierra' because of climatic 
conditions., Major efforts willbe additoencourage municipalities
to reduceItheir infrastructure requirements and'standards inorder to

K:reduce housi costs'..Likewise, greater use'of local building,
materials wili be encoufraged. The pivtfectrsol eIvle as muchas possible in the housing rsec* shoul Idueoa ile,

Particularly for prodtiction of rewnstructlon materials, wIll be

assisted. GOE loans will be prt.1ded for such support, 

27: o Intgatd Aproach - Acoordinated system will be established for 
-netin -o Inom housin (integrating planning, financing, and

implementation), Husiflowil be only one activity for dealing with -the urban povert, problem.. Whenever possible$ low Incom housing, 
-projects will be implemented within an integrated urban planning
context to ensure adequate provision of physical and social
infrastructure, comunity; services, training, and eplomnt

generating activities. JNV/BEV will implment housing projects In 

-close coordination with unicipalities and with other local
development agendeos such as housing cooperatives, builders an~d4 
i'VOs. Comunity organizations will be encouraged to facililat*++ + t+ ++++ ++?+ ++ + +:+++.+ +.++++ +:++.++ +..+::+',, dd~ t h 4-...........
?+++i~~l + ']+I I+5 ....................
4444++ 

~re~ter participation by 1*w income families In the planning andimplemein;ation-of, housinp' projects. 
o FinsM11--nc -,arger scalq capital flows will be-encouraged to go

4 ~-4-ffowrde-ouincm housi ng~(trugh elimination of capital gains taxes) .4-++ '4for th-'4;44.44 constr~uction industry; creation of a secondarymortgage market; use'of. tax IercentIves gloans to BEV from rthe, Central 
Bank the Ecuadorean hevelo~ nt Satnk I(ME)# and the Social Seurity
Institutet and g satu~pport for'SEV frofa the, Ministry of Finance)., ~4 ­

4'444 441 '4,l, >4-+44 i i i ,i 7 4-.:i. 

- 4".]4 44--4? I+1"+. +4 
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o 	 Full Cost Recovery - As part of BEV's new policy orientation, full 
cost recovery o e shelter solutions it provides has been 
instituted. The price structure that has now been established 
includes construction and construction financing costs, land and 
infrastructure cost, ind inflation, administration other indirect 
costs.
 

0 Geooraehtc Distribution - A global housing investfient program will
 
be Implemented by JW/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 L 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 
strategy to direct more migration from rural areas and smaller towns 
away 	from Quito and Guayaquil and into secondary cities. 

0 	 Institutional Restructuring - To implement expanded low cost housing 
in secondary cities and smaller towns, JNV will expand the number of 
its regional offices. JNV headquarters will decentralize project 
development, implementation, and monitoring to JNV Regional 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 institutian-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 guidelines. A major effort will be made to strengthen 
municipalities Impr)ve the urban planning process, and integrate
housing Into an ovrall urban and regional development strategy. 

The urban developrent objectives of the GOE, outlined in its
 
National Development and housing ol1lcies, 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 OOO. lowever, GOE
 
plans propose a series of policies designed to qraduall slow down the
 
increasing dominance of Quito and Guayaquil over other urban centers through 
greater development of secondary cities arid smaller towns. As an 1IRD report 
states: 

"Development of secondary citie3 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 fosterin ,roduction In the laqqinq agricultural sector." 

6)[ decentraliation plans envision ,ix alternativi, settlement 
(migration) areas and regional growth pole% outside of Quito and Guayaquil 
with 	populations ranging from !00,000 to 1,000,00( million inhabitants by the 
year 	2000, These ar,,a, are: Machala-Pasaje-Sanit a Rn'.,, (up tO 1,000,(000); 
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Manta-Montecristi-Portoviejo (up to 1,000,000); Latacunqa Amhato-Riobamba (up

to 1,000,000); Cuenca-Azoques-Biblian (up to 600,000); Quevedo-El Empalme (up

to 600,000): Esmeraldas-Tachina-Atacames-Sua (up to 500,000). The development

of these areas is to be encouraged by the following actions:
 

Rural Development - Greater rural development efforts are to be made
 
that promote increased 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 geneiated by increasing agricultural and rural
 
development in surrounding areas of influence.
 

* 	 Industrial Development - Through investment, tax, and other
 
measures, a greater 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
 
town s.
 

* 	 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 Guayaouil. 
 The 	GOE will expand
 
its 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 housinq is recognized as only one instrument of the GOF's
 
decentralization policy, it is qiven particular importance in GOE planning for
 
the followinq reasons: First, laroe scale 
low income housinq programs,
 
particularly involvinq sites and services, are seen 
as a major instrument for
 
attackinq the growinq social problems in Ecuador's secondary cities. 
 Second,
 
low income h)usina is a means of improving the quality of life, and combined
 
with other irvstrnent, can contribute to the reduction in migration to Quito
 
and Guayaquil. Third, low income housinq is a critical element in
 
implementing the G(W.'s inteqrated urban development strategy. 
Forth, projects
 
involvinq housinq, physical and social infrastructure, comnunity services,
 
training, and employment qeneration are smn as key instruments for dealinq
 
with the country', rapidly qrowinq urban poverty problems nationwide.
 
Finally, low income housinq is or(e me-ans of stabllizinq a labor force in
 
secondary c;ities, that is roqu ireil f or the development of new industries ald 
other product Iv act IvI ties hiv Ing prortwited throuqh the 6(. ' s decentra lI zat Ion 
program. For these reasons, 601 hou ing, urban development, and 
decentralization policios have bteen closely interrelated In all GOE planning 
documents.
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3. GOE Progpess to. Date in Implementing its New P'olicies ~ O ~ 

Wiht eunt a. emocratic, goverf~rent in Ab~' 197, KGOE 66d g~ck1S't f-M ate and put into J01_ tiih h olcejbo've.'d9 cli ,- .I6o1ding publication inPMaich 1:9'80 of tho" haton~a 2<N>N.D610ntP n,the GEconerted NV~and BEV, into, ag'e6';es that manl y-. NN' * cqp /fnac I g.T -GE 6Iaunch'b1inomi t~._a e~us g porm 1:thte history oft'1on6- the consru~no ~~~~ 10S:fl 0panh ofi~& 

ihinl isfomjrI6W income K uig a'ndy intigratid:U rbn01 h rbgreis that: mbody th6 pal cS es d' ''be"'Njr
2"abv.-A $31 illion IBRD loan,Jor'the Gayd Ius' t e a'bi~ tofhh ubntprdst'an sevci oehuig and om
 
Agsv~et ibd-sil businessQ loans.jj~q At th aet~i,,,o~cm 41a 

0 ana 'apP3 S0 sthr oe i peentt i pObri . (Wt ov r 0tsklndaishelargest loincni hbuihpogr am ever 
neaki n
Qto. See Project Paper 518-HG-005 for ~fijther details.) 

v--adeeno k r h
 
i New integoated urbian develoment models irebei rg tested and lo~ta
IifA'e 

pvatelsco agencies (e.g;.Fnaie ain <nQioDna~~delPacifico in GuAyaq Ii) art being mobilized to contributeitoowin1come iousingOrb~cts" ew.,progressive shlter Solutions~and lo~wer~cst iifrastrditjjj_standards are being IntrodUced that aiesignificantly reding housng~cost"1or low income 'grou ps.' Greater target group participation-In 1o income

fsI progra Ims ,is beIng erage tsog elf-help construction And


coaiiinltI organizition and a special und for the social de~i lopmnt of
ii Ia ran areas (FODESIM) was established in the lnistry of, ocial

w444 Ferur lann has4ben initiated for exedn the
ilu---l Un' 19GOOie~s-w'housi iopolicies into secondr -cities ansmle
a tennd ylw ti wn~
 .4sale
rpicating the j~aouil and Quito models nainwide, In this regards, theJ N ~has also,'initiated, decentralization piogram through Oich itixpecti to
develop Regional Office: nationwide and de ligate to these offices greater.,*rJect development and im~limentation'responsibilities for secondary cities 4 4and smaller towsos. 

Likewiet,the GOC ismaking significant progress inAinitiaingq
tenon-housing elmnso t decentralization policies., rae O 

~~FODES0voSghas allocated some S/600 million to coawiunity orgiation. potablewater And sewerage infrastructuret training, and credit programs inurban
 
~, poverty aress of Ecuador, Mainly located in-Guayaquil and Quito.. The fund
ismintained Ain: the -ContraI sank, andi lsIar'gely based on petroleum

~44YN~N revenues, Plann~ing to guide epansion to the secondary cities It curreintlyGndrvay. 
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funding has been dedicated to agricultural and rural development and a new
integrated rural development approach has been adopted that is focusing
greater attention on rural-urban linkages. 
 Expanded financing and technical
assistance for small industries is being provided by the GOEes Industrial
Development Bank 
(CFN), the National Development Bank
Development Center (CENDES) and the Small 

(BNF), the Industrial
 
(CEN* IA). A major Industry and Artesian Centerport ion of these resources is being directed to secondarycities and smaller towns including new financing for industrial parks and
small industry and artisan demonstration projects.
agroindustry investments are being implemented or planned for secondary cities.
 

Also, a number of large
 

Perhaps 
one of the most important measures undertaken 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 -Fund, and FODEM the National Development
- the Municipal Development Fund).
administration, Under the current GOEBEDE has become an important source of financingmunicipalities, provinces, and regional development entities. 

for 

Its clients are
limited to public sector entitles and its projects must be related to the
economic development objectives of the country.
S/25,000 million BEDE's authorized capital is($757 million) of which almost halt has been1979 through earmarked paid in sincerevenues from petroleum exports.IBRD BEDE is seeking anloan for relending for such activities as potable watersystems, markets and sewerageand sidughter houses, street paving, etc.1982 BEDE had granted a total of 
As of March 31,
74 loans with
($386 million). a value of S/12,739 million
Of this total, 28 loans with a value of S/1,599 million
($45.5 million) were granted to municipal governments of secondary cities and
small towns for investment purpose%.
 

4. Conclusions
 

It is clear thatdevelopment are 
low income housing and decentralized urbana hlqher priority in theThe 1911Os thanGOF understand, the probhlems In the 1960s and 1970S.and constraintspolicies and programs to 

of the sector and has adoptedaddres, them.implemented In Guayaquil 
large. ;cale housing projects are beingan(I Oulto that emhodyGOE these new GO[ policiesdPs ires to duedicate %,ubstantiallygreater and the 

housinq. Plan'. ri-sources to low Incomehave been .ompletad for exten(inqlthe-GIhousing polcie,. and program 's new low Incomet o &condary cithi,, and ,,ma ler town%,. 

I I I idfI, I rnrchan1i-,.f?. (IO[1 SUMand urban d velopmerit projt-( t.,. Inr 
and II tf) for (omrplementary houslngs'cidi ary It It.,, aid sia i Iplace,. Unf ortuitely, f Inaneu i,, I it 

town% are now in 
could Itut lone.l, and t('chnolog l fl,erlou.,ly lnltt the .11 con ralnts 
Clearly, there 

GI ',, exce,llent lprogr,.;,. Ini the hou'. I %gector.ire ',ub',tant al opporlunit If-.to asslst for A. l.b. 1hrouqhthe (WJI oven~ome the- IG prooramIt, tlnan(n il constraiintImprove It, n,,t Itutfor.aI and t echnolog Ical 
and, At the same time,

apirochet. for expanainqhouinq in fcuadorl', secondary rltie' 
low Income

and '.mal ler town,.. 

http:Itutfor.aI
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E. International i.onort ivie
 
1.A.1.0'Is Histoiiical involvement
 

~Throughcut, the,1960s and muchof the 1970,A.I.D. was the lead 
agecy cuaGon housiing sector. In 1961-620 AI.D. technicaln he
asslstance and a , 5.0, mill ion seed copital1oan pl ad the major ro le~inth lEcuadorean Housin! Sank (8EV).andtecu*stabl is1hIngthe ordl96s A..fiacnlo "t *-, nti Yhcntry,s savings andi-96s ID iacn of th 00-unit Chiriacu 

,y.Pro~ec irsouthern Quito introducedself-help construction'methods and,
Attempted to pioneer a low income houisng project that could then,be 
.~replicated by,-6EV, HNoverl BEV was not interested inthis model and evolvedInieoy".as amiddle-class housing agency directly compieting with the SaVintgsr

ad loan associations,
 
In. a NB Ioan was authorized for BEV and a private­1968 


Ecuadorea develorfto finance the construct ion of 359'units locattd in the'
La-Cha peiibrhood ofr By yaquil. : The cost per unit was $390 and the NordrP1wnwa $I illion$" The project rwas disi gndto show that aproerlOlihnd'owr-nc iousi ng pjet could stabilize the housing develomntocc uring in the suburblo. sod NOBproject of $6,million, authorized in69 as 1nstrumenrTTh further.,strengthening the savings and loan. system.S19

Mgains the 8EVtwas the borrower, passing funds-through to different savingsanloan asoctosa' subproftets were developed In the early 1970s. Fromsmal 'iitalTA..D, Ivetmnts, the DEV audrthe savings and loanSystem have, rown Into financially healh insiuiosta ofriinstituto? base for better expanding lower" income housing in the 1960s 
2. W~orld Sank (18RD) 

~~htil Un its $31 MIlIlion Guayaquil housing project in197980, theIBRuransector participation had been confined to industrial crodits and a1974 loan to the Municipality of Guayaquil for water supplyexpansion. TheGuayaquil, housing -projectg currently being isplomented after ayear's delay ithe sIgnI gof legal agreements, Includes urban upgradi ngr serviced sites,uornits home improvement loans, and small business loans The largestcoanen :of; the project, serviced sites' and urban upgrading, has sufferedserlus delays,-due to chronic administrative weaknesses of the Mu'nicipality of,6aysouils The second maor comonnt, new liousing and home imrovement loans,is being administered by the JNV/KY and Ismsaking relatively good progress.
Thter third major componenti, small scale enteorise assistanct, is nowovercoming some of Its difficulties with the private bak Involved, 

InNay, 1982,, the 1890 approvO a second major project Inthe urban sectora$350million loan supporting, housing Investments in Quito and, nine .*\secondary cities. The p1jc co200st shousngter0 
Ssolutions, nclading serviced lots snd basic housing units; (blurban ugadings 

~ 1 galland tenure and basic Infrastructure- to some 2,400 households; ecommity'.1cilities in the new housing and upgrading ares; (d)7ghm

~,~"'Imrovement loans i and (s),technical assistance. Of the three shelter typs 

http:ieoy".as
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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 lBRD 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 groups, and the improvement of the
 
JNV/BEV's financial and technical management;
 

b. training of the JNV/BEVs staff; and
 

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

th. A.I.J. project being proposed herein will he complementary to 
this new JINV/IIiR[) eftort (See Issue No. I In the Sumary and Recommendation 
section for a more detailed discussion of the relationshirn b,,tween the IBRD 
and A.I.O). low Income housing projects.) The HG loan will fiirce housing 
solutlon- larlely in urhan areas other than those slated to receive lBRD 
assistantce dnrd generally for income groups lower than those shi ch will be able 
to afforil the fuRD) financed units. Also, A.I.D. financed technical assistance 
Is aimed at stren(itheninq JNV Re(ional Offices while ]IRD technical assistance 
In IarqTly directed to JNV/fiFV headquarters in Qulto. 

I. l.t er-American Devulopment Hank (J).
 

WIth t he exccpt In(of 190I to IDh involvcmento a hous In li(Jan [if V. 
in the sector h,. ,beenIImtt fd t o f nanc Ing ura iinI f rastructure such as 
potable water and %-wr.,q,, .yStems. Ji his a1so provided substantlal funding 
to the GOF " tht i onal 're-rInvestment Fund (FONf4 RF) for feasibillity studies 
and urban plArintlo(, ..(ore f which ha. been din,cted to secondary cities. 

Ikiwvevr, tvqol t11urlban In/fratrut lwref Iinan.Inq has been 
l)IJividc i I u (o al ( ,aytAylll,* hrnoqh mnre re.ent ly, %econdary t Itles and 
t.nall.r too.fi. ,.ivr henit ited. IOUNIR urban Il)lnici nj and feasibility studies 
have ,o.endirr.Ied I ,,(flfidAry C ItIi. %uCh A. Isrreraldae., Milagro, (tuevedo, 
andt ) () , f4l ',litr'VA 108''.',ict ivil Ini urban development:(Iihnhyc he( lhw ill III.: I l.' 


a. thre.- dlifft're, t iiroject s (li 1(0/4, 1911, ,ia. 1980()) of loans 
, rnd tnlj $1 ' ,41 mill iti W414PNI t o f I nanc e, t he preparat ion ofcjrant : t(t,iII t 
urban de'vetloprmr t I Intlo., pire- lf'I .tftq'-t *urey '., and stafff .iil lIity studle,., 
tra it :dxin I- I I d rec t 0.o evV-.I. a nd ri studiesIit o . t hi'.h .bIrI I q d t: p l Ii 
In ,,eto lary t III-.; 

It. .1 19/1 lhtil tt $l1.1. millioln tot the Munic ipal ily of uito to 
flnle! the contstructiton of the 'lt a-Tmbo w4ter %upply 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 
Guayaquil; and
 

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

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

4. Other Donors 

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

a. The German government (through Gesellschaft fur Technische
 
Zusammenarbeit) is providing the JNV with two experts for two years start ing
 
in July19I2. They will work directiy with the Planning Department in project
 
control, evaluation, and programing, particularly related to project
 
financing. An additional ten staff months of short term assistance will be
 
available for selected activities identified by the JV and contractors.
 
These efforts are being coordinated with the new IIIRD loan. 

b. From two Mexicdn Government organizations, the JNV/BEV are 
receiving short term assistance. The Secretaria de Asentadentos liumanos y 
Obras Pjblicas has aqreed to provide occasional assistance directed 
specifi y at the analysis and planning of urban development and housing 
projects in the Guayaquil '.uburbio of Guasmo. The Instituto del Fondo 
Nacional de ldai parabajadores will -t---M-- u'Jy the 
posiiityftiTiingn (So1cial Security Institute) reserve funds to 
contribute to HIV f Inancing. 

c. ]he National ilousing Bank of Hiralll (BNFI) wil I.he providing 
three experts for short terms to assist M V undertake a study (if a nationwide 
compulsory savings program to support 11 V I rian(.ed houing. 

d1. The United Nation,. provided a technician for six months to 
assist the JNV estabismh its Division of Rural liousinq. One or two Additional 
staff months of assistance may Ve provided durinq the next year to studk the 
technology of appropri ate low cost construct ion materi fls and contviunit, 
development in rural aicas. In addition, the United Natione. ha% paid for JNV 
participation In International meetingi. at Its atenty on human ,ettleme.,t, 
NabIt at. 

http:rian(.ed
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e. The Organization of American States (OAS) 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.
 

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

5. Conclusions
 

Only two international aqencies are providing capital assistancefor JNV/BEV housing programs -- A.I.D. and IBRD. Since 1980, A.I.D. and IBRO
financing has been instrumental In supporting implementation of GOE low income
housing projects, first in Guayaquil and Quito and now in secondary cities and
smaller towns. 
 IBRD and A.I.D. funding inthe housing sector iscomplementary.
In 1982 both agencies will further expand low income housing programs insecondary cities much as was done in 1980 when IBRD concentrated on low incomehousing programs in Guayaquil and A.I.D. concentrated in Quito. 

A number of dilferent multilateral and bilateral agencies are
providinq technical assistance and training resources to JNV/BEV. Theseresources are either directed at strengthening JNV/BEV headquarters or providesupport to Implementation of specific low income housing projects (e.g.,
IBRD). 
 The A.I.D. orant of $630,000 provided with the Solanda HG also falls
Into this latter cateqory. 
 It is assisting JNV/BEV headquarters, theMuncipality of Ouito, and the Icuadorean PVU (The Mariana de Jesus Foundation)Implement the 'oIanda lProqram And related studies. Iwever, at the JNVRegional Office and local level, there is a significant and unfilled technicalassistance training gap that 
Isnot now being addressed by any donor. The
A.I.D. qrant funds being proposed herein will fill this important gap as well
as facilitate implementation of Lhe Secondary Cities Low Income HG.
 

F. A.I.D. Strategy
 

I. Backgroun 

A rew A.I.D. Program was initiated in Ecuador in FY 1980. It iSdesigned to daSI.t the country promote economic growth with equity byaddressing '.ene of fcuador's highest priority development problems:widespr,,cd rural mid urbrn poverty, lack of adequate housing, stagnatingaqriculturAl production, rapid population growth, qrowinq environmentaldeqradation, Arid need tot hr increasr energy rer;ources. 

At. Indlcatod In IIV It)'' approved (.U:S, institutlonal,techioloqlcl, a-id human resouite ror,'tralnt, often limit Ecuador's ability toadegiuAt ely ,iddre,,, these problems. UAI0's strategy is 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: (1)support 
changes in policies and resource allocation; (ii)build up and expand 
institutional capacity; (III) 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.I.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 
dialogue 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 identified low income housing as a
 
high priority area for A.I.D. assistance, particularly low income housing in 
secondary cities and smaller towns.
 

USAID's shelter strategy is outlined In its CUSS and began in FY
 
1980 with the approval of a $20 million HG and $630,000 qrant for the
 
Integrated Shelter and Urban Development (Solanda) Progrnm (518-H6-005). In
 
addition to supporting the GOE's low income ouslnq policies, Solanda is
 
designed 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 Mariana de Jesus Foundation) that are
 
providinq land and complementary physical and social infrastructure and
 
coemunity services. It is 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 he replicated inother
 
urban areas, particularly In secondary cities.
 

The implementation of the Solanda program is somewhat behind
 
schedule due to a labor dispute in the Mariana 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 19111-82. However, these 
problems have been resolved arid implementation is underway. P.ine Webber has 
been selected as the investor and the loan and guaranty aqrevmvnf'- will be 
signed on July 19, 1982 with an initial drawdown of $6.) million.
 
Infrastructure works at the Solanda site have begun uInq JNV/IJFV counterpart 
funds and construction of the first group of 1,85? house's should be completed 
by June 1983. The Mariana de Jesus Foundation has bequn the selection process 
for Solanda beneficiaries, technical advisors have been contracted for the 
social program using A.I.D. grant!. funds, arid final plannlnq for social and 
comunity services and employment and tratnino programs is beinq completed. 
Already, Solanda has provided JNV/BEV with a valuable learning experience that 
can now be used indeveloping other similar programs nationwide.
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It is anticipated in the USAID's COSS 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
 
strategy has already begun. 
 (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 associations, credit

unions and housing cooperatives. However, before such a project can be
 
finalized, complex policy and project analyses must be completed and lengthy

negotiations conducted with private sector housing institutions.
 
Nevertheless, the USAID is confident that by FY 1984, a Private Sector Low 
Income Housing HG will be finalized that will expand further USAID's housing

activities with the private sector.
 

In the 19110s, the housing challenge in Ecuador is to support

JNV/BEV efforts to implement low income housing programs and to stimulate 
private sector institutions to direct more of their mortgage financing to

lower income families. With carefully planned, directed, and managed A.I.D.
 
resources, USAID and RHO/PSA believe that the 1980s can be as creative and as
significant a period in Ecuador/A.I.D. proqranming as were the 1960s when

A.I.D. successfully served as the catalyst for the establishment and operation
of BEV and the Ecuadorean Savings and Loan System.
 

P. rojet trateq9 
?. 

The basic strategy 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/H[V 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 object ives as follows: 

,JNV [ecentra lizatIon - If the ,)tNV I , to meet the rapidly growing
demandrTj'---wT'- rc-Toe hou'.Inq outside of Quito and Guayaqui l, JNV 
must continue It!. adminlstratlv, decentralization program through
further streng theninq and expansion of It. RPegional Off ices. In 
addition, greater delegation of project development and
Implementation re,.pon,. to JNV Off iceslities Regional Is needed. 
The 116 sector program will serve as a cataly,.t to strengthen JNV
Regional (ff Ices and encourage th,rIr expinsion. Under the program,
JNV Regional (ff ice. wllI have the primary re%ponIbt Iity for 
developing, implement Ing, and monitoring low income hour ing projects
in secondary r it i.,, and .maller tnoin, and present ing project% to
,JNV/IfV headguartr. for final approvvaIl.. 

The Institutlonal dew*lopment of .AtV Regional Offices will be 
encouraled through a process learninq approach (or learning by 



- 20 ­

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 policies

and priorities. The HG loan and technical assistance are designed to
 
stimulate local level housing innovations 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 Cooroination/Leadership - In developing specific

projects JNV Regional Offices will be encouraged to mobilize
 
complementary resources (e.g., land, infrastructure financing, social
 
infrastructure, cormmunity services and orqanization) from 
municipalities and other local development aqencles (e.q., housing 
cooperatives, PVOs, builders, reqional development alencie.s) much a% 
being done In ulto in the Solanda Project. The 116 lomh will promote
linkages between JNV Regional Offices and local developme.nt groups
who can work together with the JNV in implementinq low income housing
projects. The project is designed to stimulate ,)NV Regional Offices 
to play a leadership role in seeking out municipalities and local 
development agencies and to vork together with them in wdeveloping arid 
implementing low incorne housing sup)rojects. 

JNV Regional Offices can call upon JNV/bifV headwuarters for HG 
financing for low income housing project that meet [cundor'!. diverse 
social, cultural, aid geoqraphic conditions. Other loc, l level 
development aonc Ips (e.g., municipalit le,, reolonaI development
agencies, community organizations) may also contribute, r,.soures. 
Finally, the Regional Offices can call upon 1d014, FOlt IM, or GOF 
Ministries to finance ccxnplemontary physical nd socil 
Infrastructure, and c.ortPunity e(-rvic,-%. 

Lower Cost Iechnologies- To (at e, ,)NV PeqIonil (Off!(,(-,. hav. not had 
a great' denT _-eotp-r-iCn( e-Tdesign ing and ,upport trig Iow Income.
 

houiinq that involve. proqres.lve houi',ni]q .(lu tn'. hc','d oIi lo AI 
condition%. Nor have the,o' offices utillid It,,s. ,t ce.i.' local 
building materials such a' adobe in(l arnhoo h(. Ifit(, loa ,if)o
technical assistancie provle(j. by tht A.1.1). ,irant will Incouralge. JNV 
RegIonal Off Ices to develop project . that in, Iode- iteo. 	 iniJ "tervice, 
pOos-techo, cor. housInq, a nid home' improv,,ttw.t luanos th.t e' ill to 
IiiT-dii~ilocal building materlals,. Againi, the ,ivaillability of the 
HG resources and A.I.D. tethlnical as.isatnte will e'ncourage' gre.ater
experiment at ion arcd i nnovat ion hae ci on t lie spec i f c (.(,t ittio( 
encountered by cach AV Re lional (ffice. Throu(h th1% pr(crojec t the 
lower cost technological approach (of pro1re*.Ive I(iou.intg #olution
will 	be widely dlSteminatpd throughout #(u4dor, 

http:developme.nt
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Improved BEV Finan:ial Situation - The Ministry of Finance will be
 
The b6orrower under the RHG loan. BEV will receive the resourres 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 its portfolio 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 group while
 
maintaininc its financial soundness.
 

The GO[ policies to support these objectives are in place and are
 
beirn put into practice. These new policies will bring about
 
important tenefits 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 home loans will help strengthen BEV 
financially. The strategy of the project is to widen and deepen 
policy implementation to bring alout the achievement of the 
institutional and technology objectives described above. In this 
process, USAU) will work closely with the IfiRD so that joint 
positions on policy implementation matters may he developed. In this 
regard, the 11R) has requested that B[V prepare a detailed study of 
its interest rate, ,tructur- during the first year of 18RD project
im)l,-rmentat ion. IJSA1() will coordinate with IBRI) on this study as 
well a. on other matters to promote the continuation of a 
constructive dialogue with GOF housinq sector authorities on such key 
issue'. Thus, Yhe project will provide a vehicle to seek the adoption
of practices and procedures neces,ary for meeting the jointly agreed 
upon sector objectives. 
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.--- ROET DECR- IO 

A. Raosfo.eetn teSco oa ehiu
 

A' niae_1,Scio t h.crotE~ioengvrmn a 

tht ea'nvsonsh fonruto of e ector.6 000l4Shosnguis ihs ca 
aiphi s caed eciti e.te smallntonasndi ioscndY anrd: n eruenM Nimest ihe aismlow in pae tsnpo lfuiw th at empdesthl 

I ~in~~ji~canim~i inplae o carry ou thsep les ,and programsthrough~th'finangof low income Dousing subprojects. Alarge universerof9.Qotintial ,,ubpoJectsexists for which'funding Is not ciurrently available.a,5SOE's, national,,andasector. plannng process has led to the developmet of~
speclific,'subrject-selection criteria'which-flow from GOE policies. However,asig',ificant rsouirceconstraint -is-limiting the JftV/SEV'ls ability to carry
outlts.now policies. Without finatkia1 resour'ces is unlikel~ythat:)NV/BEY
wi l be ablIs to overcome their instittionlel-and technological constraints and 
meet tecountry's rapidlygrowing need for low incomehousing., 

USAID and RHO/PSA are espec~lly'rnteresteo in assisting GOE policy
imlmntation and instit'ut-ional and tenogial development. WhilI*GOhousing policiesidllicontinue to evolv ite 190,bt I8RD and USAID.-
RHO/PSA believe tha tUe JW~/6EV are headed in the right direction. What isneeded 1s flexible-f1unding and technical asitac to-further expand 'andy
dc"hno c ilmnaonwIle facilitating grateor instituitional andtocholoicedevelopmt. The sector lending technique has been developed to

alae these objectives. The sector loan isunder constant attention,allowing refinement of th~e assistance and strategy' as sector problems arise.
It addresses directly the cruc~ial sector issues and seeks to support expandedpolicy implementation throuqh the provision of financial and techicalassistance. 

In these circumstances# the sector lending technimu Is particularlyappropriate because the GOE's low income housing program involves the 
financing of alarge number of different subprojects throughou the country. 

-~Individual, subprojects could vary from 500 solutions of sites and services and 
RI ..non the coast to 100 units of -core housing in the Sierra to a home

fe"IoIove"W eand slum upgrading activity, Jo stimulate institutional growthantechnological deve opmentg subprojects will be implemented Inall three ofEcuador's georaphic areas (Coast, Sierra, Oriente) and will be carried ouit In 
~~diverse social and cultural settings. 

, consistent with the sector loan approach, the Implementation of - ..specific subprojects willno beeproject's priar focus thywill be.
si ly th~e means- of facilitatin policy ipwntto and Institutional and

"Cotia), deveopmfit 0o I .sNevertheless, all subprojects are,-
Unt ld7i ya central OOEpoj _01' Ale,o increasing the availability of 

-affordableshlefo vInoefm 616scnaycteansalr

tow" Tereore, unlik~e aproject loan which covers only a limitedr 
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loan funds ni.e., the productiop f Ifpeifed~number of housing solutions),,and 	 is relativeW ii its aplication once negotiated, the sector loan­pmits'a-flakibeCapproach that focuses on' broad objectives. While'isubrojets wil1t;meet agreed upon. criteria' and wil11 bet revieowed agai nst A.J1.D."'7stndards, the main emphasis of project implemnainileo hcontinuation of USAJD's ,and RH0/PSA's productive dialogue With the JNV/BEV onhow ;to, further strengthen the BOE's response capacity for low income housingsneeds., The specific bases justifying the'use of a sector loan technique for,theproJect proposed herein are summarized below. 
1. Policy and Proar,6m Framework 7'7 

As fully described in Section 11909 the BOE's basic polipy framwork for an expanded,.viable low income housing program Is in place. me new

Spolicy framework represents asignificant move away from past subsidization
 
'~A'praCt icesO It also embraces the progressiveand self-help approach to' newsolutions and recoginizes the Importance of upgradingtprograms. Technicalstandards are belng'reduced to inake'it possible for th first time in -Ecuador's history"'for the public housing sector. instituitions .to provide ameaningful -response to 'the 'low inco segmnt of the population. 

At the same times the BCE iscognizantof the need to makeinstitutional adjustments If it I's to'have a program to.carry out thaee'policies. The recent' budget separation between JNV and BEV will allow each to-develop better along their own speializations," Time dedicated by Jify in the 
past on direct adinistration'of'cons itruction will be redirected more towards	 

'7 

overall 'program planning' and managen-t. 1kV will work more through and withother entities such as local municipalities and private sector developers.
 
More importantly, -1NV is committed to acourse of
decentralization. Greater responsibility will be placed at the level of Its-

'Regional Offices to Identify' the problems and develop appropriate solutions. -As-these offices gain experience and self-confidence through carrying out thisproposed project, JW's absorbtive capacity for designing and implemnting lowIncome housing solutions will Increase tremendously$ The policy framewrk nowembraced'by JW/sEV has been'encouraged and recommended by A.13.Dand lUND' for '"soe time.'It is" only appropriate that asignificant response be made In'order to'help cement these policie's'through'accelerated program implementation. 
2. 	Financia1 GaD 

"is'tomak' 	 aIncreased external assistance will be required bythe BEV if It
 
is o mke
siIfiantreduct'ion'In the national housing deficit inthe
 
''stmto
hane863 w we lngs are neet over th 1.i-ya period 	 ''-

'A merely to accomodst"'nowhousehold'foration. 'Over 430,000 mort are needed to
 
replace substandard units andrel leve'overcrowding. 9Nowverp at, current
budgetary levls, 8V Is barely able to meet its assigned portion of nowe 

housing*F#A~MEdan ihu fetn h agr cuuaedfct 
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The Demand Study determined that BEV should finance 41 percent
 
of the projected new housing emand 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, S/2,234
 
million, for housing investments through the JNV. A summary of BEV budget is
 
shown below.
 

BEV 1982 BUDGET
 

(millions of sucres)
 

Itcome Expenditures
 

Portfolio income 800 Operations 597
 
GOE contributions 496 Land acquisition 100
 
Bonds 500 Interest and amorti-

Savings deposits zation 1,141
 
(net increase) 700 Investments
 
Long-term loans -office construction 60
 
-domestic 1,045 -JNV housing 2,234
 
-external 245 -other projects 32
 
Other income 454 Other expenditures 76
 

TOTAL INCOME 4,240 TOTAL EXPENDITURES 4,240
 

If B" isto go beyond simply meeting new demand and begin

addressing the exislsng housing deficit, itmust generate increased income
 
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, bond issues, and 
loans. The prospects for significant Increases in these domestic sources in 
the near term are mixed. 

A%pointed out in the financial analysis, portfolio Income dnd 
operating profit should increase as a result of BEV's decision in March 1981 
to rais'e the interest charged on loans from the 4-12 percent ran(f, to 15 
percent. 

On the other hand, GOL budgetary d1locations to 1IIV are not
 
likely to incr.ase significantly In the foreseeable future. IEV, like other
 
public Institut, n,. will he affected by the austerity measures recently
 
announced by the (01. These masures are an attempt to reduce the fiscal
 
deficit which grew from S/5. billion In 1980 to S/11.3 billion In 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 itpays 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 
insurance companies and some public agencies
required by lAw to buy*. are
Inthe past, BEV d' 
not take full advantage of this
opportunity. 
 Bond issues 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 regional development projects outside of JNV/BEV. 
 In a period of
economic stagnation and GOE austerity, they will have to allocate their
limited resources carefully among these competing demands. Therefore, theability of BEV to secure increased loan funds from these domestic sources is
highly questionable.
 

In summary, despite the efforts of BEV to augment its resourcesthrough major interest rate reforms and increased bond sales, economic
conditions inEcuador would appear to prohibit significant increases in
domestic 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 its share in meeting new housing needs. Increased external
assistance is indispensible if the GOE 
is to begin to make serious inroads
against the existing housing deficit. 

3. Imp rnmentt ion Mechanism 

The (OL hts a proven housinq sector implementation mechanism witha clear division of responslblllties between BEV and JNV. Financial aspectsinvolving the processing of individual mortgage loans and home improvementcredits will be managed by BEV through its 18 field offices. The JNV willserve as overall project administrator. 
 Itwill make policy/procedural
 

The bonds are 
Intended to fulfill a social function while Imposing a type
of reserve requirement on the private bank riq system. The bonds carry aseven percent interest rate. Tho' law stipulates nationalthat banks mustbuy an AMOu1 valent to tenqu le percent of net savlnqs deposits.Foret! hi-owne~i l~ank,. must Invest funds equal to ten percent of total
deposits.
 



- 26 ­

decisions as necessary and will monitor and evaluate project progress. The
 
JNV's Regional Offices will play an instrumental role in the desiqn,
 
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. Inmost instances, municipal
 
governments will have to agree to the lower construction a.id 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 Lo help the 
municipality mobilize assistance rrom BEDE, FODESUM, IEOS, 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 
unions. These groups will assist the self-help construction activities, 
supply building materials, and in some cases participate in the financial 
administration. (Complementary resourcps from USAID's SDA and OPG funds will 
be accessible to further such connunity efforts.) The JNV Regional Offices 
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 
is a clear Institutional mandate to carry out the objectives of the National 
Development Plan. Thus, the project will improve the existinq implementation 
mechanism, rather than set out to create d new one. 

4.Criteria for Subproject Selection 

d. Geographic Criteria 

This HG loan will strengthen the GOl decentr, ii at ion policy 
and give priority to project% located in the National Development Plan's 
alternative settlement areas and reqional qrowth poles outside of Quito and 
Guayaquil (See map, Annex IiI, Exhibit B). Thr'se growth pol0, and their 
estimated population by the year ?000 are: 

I. MAnt a-Montecrist i-Portoviejo (up to 1.(X)0O,00) 
2. Machala-Pasaje-Santa Rosa (up to 1,000,000 
3. Latacunqa-Ambato-Riobamba (up to 1 000,000) 
4. Cuenca-Aroques--Iiblian (up to 600,000) 
5. Ouevedo-El Empalme (up to 600,000) 
6. Esmeraldas-Tachina-Aticames-$Ua (up to !)0OO00) 
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HG loan financed subprojects may be implemented In urban
 
areas within any of these growth poles. Secondary cities and towns outside
 
these growth poles may be considered for HG loan financing on a case by case
 
basis. Inparticular, rapidly growing urban areas outside of Guayaquil in 
Guayas Province are important alternative settlement locations. Demand for 
improved services in these areas i,high. Inthe event that a subproject is 
proposed for the same secondary city inwhich the IBRD project is active, JNV
 
will obtain USAID approval before proceeding with subproject development.
 
JNV's reouests will be supported by a technical Justification demonstrating
 
how different demand strata will be served by the proposed A.I.D. investment.
 

Market towns within GOE designated Integrated Rural
 
Development (IRD) project areas will also meet geographic eliqibility criteria
 
for HG loan financing. There are 17 IRD project areas identified Inthe
 
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.I.D. is 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.
 

Selectinq specific subproject sites for HG loan financing
will take into account factors such as actual and anticipated population 
qrowth, 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 growth poles and the IRD 
market towns, provided JNV presents specific justifications citr.g one or more
 
of these factors. In this regard, the JNV has indicated that priority areas
 
for A.I.D. financed subprojects would emphasize urban areas covered by the JNV 
Reqional Office,; in Cuenca and Portoviejo which Include for Cuenca: Cuenca,
Azoques, [H Tambo, Hiblian, and Macas, and for Portoviejo: Portoviejo, Manta,
Chone, Jipi.apa. Montecri sti, H) Camen, and fiahia de Caraquez. loth of these 
areas are des1 gnat ed growth poles and are not receivinq any IIIRD funding. 

lhe JNV will he required to preert a certif ication with 
each subproject presented for USAI ( approvail for 116 f inancinq that states: 

o 	 The ,to.eI t s,itv I%within one of the t'at lonal DJeveloprment Plan's 
six re(loral Igrowth oit.. (of and Guayadoil , or in adot.Side OtIto 
market t own with ii ont, of t he GOI '!. Int vore t ed Rura I Ove lopment
project s, or ha,. been lpreviou, y ipproved by USAI0 in writ Inq. 

h. echnlci I (r I ter a 

lhv technica) crlterin will a#.*urv that the %ocio-economic 
data analyied In the Nationa l tfmanrd Study t o Iden tify tanet groups I s 
translated Into ,1 ranpi f -';.r-;1uETrj,., or ai dw 1 that IsIni tyljology,
affordAble to low Income farmil1.*s e.arn I below the- medIain I tnomg'. This means 
that all *.olutlon. would a maximum COst will be affordable,helter v14Vte that 
to fam Iit,'. earninq in( ome. below S/4,300 ($10), the est Imated median urban 
IFnome out,,tde Of Ouito anti Guayaqutl Inr 191. 
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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 
terms, and up to 20 percent downpayment as indicated In the JNV's Shelter 
Reerence Plan. The distribution and the number of each type of solution to be 
built will depend on the income distribution profile of the different 
subproJect areas. 

The 	subprojects will be characterized by their, progressive
 
development strategy, smaller lot sizes, reserved areas for community
 
facilities, reliance on self-help participation, and support for regional

diversity interms of building materials. New construction subprojects will
 
offer a variety of levels for infrastructure and constructed area. The 
simplest solution is a lot with basic infrastructure of water, seweraqe, and
 
electricity (sites and services). The next type of solution includes the
 
serviced lot and a minimal unerclosed core unit (piso-techo) or a minimal
 
enclosed core unit. Piso-techo units will not Siifl Sierra but
be 'nthe 
Instead enclosed miniimal core units. Piso-techo units will be offered only on
 
the coast where the climate permits.
 

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

0 	 The proposed sub)roject complies witt; JNV Method'. and (Iediqn
standards that Include corsiderations of environmental impact, land 
use, site desiqn, construction materials, and dwellinq unit desiqn.

Site desiyn and land use will be reviewed qaInst indicators of 
layout efficiency that show (i) 60 percent of -.ite area is salable 
land for housinq, (it) ?5 percent f site area Is utilized as 
pedestrian and vehicle circulation; and (I i) 1S percent of site 
area is utilized for community facilitie. ind (reen areas. 

c. 	 Operational Criteria 

As indicated earlier, 3 project objective It.to increase 
JNV's capacity to work with and throuqh other collaboratino iostitutions, 
especially at the field level. lach sutproject proposal *ill be reviewea with 
respect to its contribution to thi, operational trategy. Moreover, at least 
30 percent of the total I)I fund,%for s utiI)roje.t.t will he ,.arniArke.d for 
subprojects In which the JNV Is Involvinq coop.rattlve, comriunity az,.ocIations, 
and other collaboratinq d ev. l tper-s. The JNV will he re,quired t) pre.sint a 
certification with each ,uhproject preentre, for IW',Aj) apiroval for IG 
fInancIng that %.tate,.: 

0 The propoed %ut)proJvct full I1l t he JNV rqui trei.nt S for %utiproJect
implementation which In(lude (I) the avallability of land; (11) 
access to the provil'ton of water, waste d',liOuaI, arnd e.lectricity
throuoh the proximity of off -. ite It fra.tructure or other meants, 
(iIi) Ident IfIcation of a developer capable of Implement trig the 
tu)bprojer t ; (Iv) ,NV egqlonal fic c t ,-affeeand t rained to 
4detlnitely ttlariiota .utlroject deve loprnit 61 id (v) the avail41bility
of coristruc t Ion material, and labor with And |by which the proposed 
SutxjroJect would Ie built. 
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.'~,~~Each subproject.,orificaton will, also, Include: (a) a Ioan 
i
to locate the project n its ruspective'city;. (b)asite planthat wouid-sow'circutlation;, Infrastrctur, and'lot layouts; and s-f---e~pofd.~solutions--tobe-built. , 

The opeorating criteria will be fundamental tothe... 
implementation of the home and infrstructure improvement component of the HGloan'. JNVIS experience in operating such proorams is largel ~limited to theGuayaqui1 home ZImrovent andcommuity upgrading program inanced by. theIBRO,.,As.. ~condition precendent to disbursement for home and infrastructureimprovement activities :the'JNY will have to present adetailed plan for
training the staff of its Regional Offices., The Byuayaquil:IBRD experience. .....


~will offer auseful basis for such" a'plan.: Morover, the advisor recently
~''+contracted for the'USAID Housing Office ha ml experience in this aspect, 

S:and will assist JtiV in the development of the training plan. 
2"' 5. -Low Income Housing Suborojects 

-

The JNV has identified poential housing subprojects for its
19824 program that total,$315.6 millIon in investment needs. Of. thisamount, $156million isrequired for itsplannid husi gactivities Inurbanaressother than Quito and G uqul. For purposes of identifying potentialsubprojects for financing under the NO loan USAID also excluded anyinvestment programumed for the secondary cities to be assisted under the new 
-ISRO project. USAID' then conserv~atively estimated that-only about 60 percent. 
 -of' the JNy's Identified list of subprojects for the 19624-4 period in the..
remir."in i rbanareas would fall within' MA' s Incom eligibility range.
This resultd In some $40,million worth of investment re"quirements, for the NOproject.
 

The table on the next pape Illustrates the nature of. the 

distributionof1this $40 million ofrsubproject potential by gooraphic. 

. 

distribution and type of solution. Additionally, USAID and RIIO/PSA have 
2 . prepared a narrative descripta of typical subprojects to be financed underthe NO loan. This illustrative subproject description is contained InAnnexAIl. Exhibit C. In summary, there Is an ampie magnitude of already identifiedsubprojects-outside -of the cities' to be assisted by the ISRD project to 

*.rapidly absorb the NG loan, 

'. 
ProJect Goal and Purpose 
The goal of the project Is to Improve the quality of life for lowIncome and disadvantaged families Insecondary cities and smller towns whose 

k ++++s+ + + +mionthly4'* income is below the national median, i+++++ + ? ?+++;++These" follies 'constitute .amajority-of the population in all' of' Ecuador's urban areas outside of Quitoand Gueyaqtil,,C22+ 2'. , i,+, ,,+++'22C ," ?++++.++'i'+++ 

C CCCCC ''" 24 }'+'+ *.". 2 C C' +: +++ ++ 
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Table Ill-1 

SLARY DISTRIBTUION OF JNV 1982-84 PLANNED LOW INCOME HOUSING PROGRAMl/ 

1982-83 
 1984 Total 

Nurber Uinit Total humber Unit Total Number TotalT1!eof Solution of units Cost Cost of Units Cost 
 Cost of Units Costs
 

Sites and Services 2,7XC 1,600 4,320 
 2,000 1,900 3,800
Core 4,700 8,120cuses (Sierra) i,0 3,&0 5,700 1,000 4,200 4,200 2,500 9,000isc-'ecpo !Coast,. ,*cc 7 ,8E 2,000 3,ELC 7,600 4,300 15,420
~Nov ;ve 'nt 2,600 - 4,000 2,600 2,670 5,200 6,670 
Totals 9,100 
 21,450 7,600 
 17,970 16,700 40,110
 

I/ Excludes cities in which the new IBRD project will be operating. 
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The project purpose is to assist the GOE implement its housing policy
objectives of: (I) directing greater resources to low income housing needs in 
secondary cities and smaller towns; (ii)making JNV's institutional
 
infrastructure more responsive to local needs by strengthening and expanding

JNV Regional Offices and decentralizing housing program administration; and
 
(III) increasing the number of benefici6ries 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 guide investment towards specific types of subprojects.

The selection criteria will require that the type and location of the
 
subprojects to he huilt fulfill the objectives JNV has set for Itself 
institutionally. The subprojects will demonstrate their support of the
 
National ()evelopment Plan's six reqional growth poles and priority secondary

cities and smaller urban areas. The selection criteria will also serve as a
 
target group Lontrol device. It will require that the shelter typology
 
reflect GOE policy to attend to low income families' shelter needs through a
 
variety of options for new construction and home improv.ents. 

The selection criteria will promote the technical objectives of 
the GO[ and Jv. Final subproject descriptions presented to USAID for its 
approval will provide information by which JNV and USAID can be assured the 
subproject under consideration is an efficient, cost effective one that 
demonstrates the JNV objectives to use improved regional materials and 
appropriate mass produced building components. (See Technical Analysis of 
IV.A.) The sutK)roject description will also show that all the requisite
elements tre in place such as land at reasonable cost, access to basic 
services, a developer, and the institutional capacity at the Regional Office
 
1eve) to maraqe ubproject aevelopmt-nt. 

the, project will f Inance approximat ely 14.600 loans for various 
low Income hou,.1i q ' olut ion'.. '4,rne, 9,400 of the loans, accounting for 80 
percent of I ot a1 11G and GO[ t und inq , will be for new sites and structures 
(san it a ry c ore., p. s o-t echo, or enc Iosed core un I t,) . P;pproximately 5,200
1oan% will f Inan 'oehor~w n qh ohrhood Improvemnts. Since In nme cases 
rec Iptent - of loan', for new, progressive construction may also receive 
improvement loans., the total number of families benefited will be sliqhtly
le. than the t otal number of loans. A(corinqly, the number of families to 
be served hy Ihe' proje'ct Is conservatively vt imat.'d at 11,000. 

.,ftartinog with the bas.Ic (Je.Iur.. dv-'loped by *INV and discussed 
In the h,(hn(al Analy~it. %r'tllon, the project will support additional 
soI cit, lens re,,ieh ri her down thi. Incnme SaAle ',uch a% semi-urbanized andt f 
urb.,nIlen lot'. wilt opt looi, to Inc lude anltary or basic core units of either 



- 32 ­

conventional or traditional building materials. 
Home and neighborhood

improvements will follow the priority list 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 layinq floors of wood, fired
 
clay tile, or cement.
 

Loans to beneficiaries for new shelter solutions will 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 S/95,000 and the average home and

neighborhood improvement loan will be S/40,000. 
Loans for new construction
 
and improvement loans of over S/30,000 will be collateralized by a first
mortgage. Smaller home improvement loans may be collateralized by other
 
assets or merely guaranteed by co-signers acceptable to the BEV.
 

2. Institutional Development 

a. JNV
 

The A.I.D. HG loan and the corresponding development grant

will support the current JNV methodology for Identifying need, programming
 
response, and informing its Regional Offices through Annual Plans of

Operations of recommended programminq types and levels. The JNV methodology

has begun to rationalize the activities of th- JNV/IHEV Central and Reqional

Offices and agencies. Policy formation, sector analysis, proqrarrnminq,

evaluation, and technical support responsiihlities will he carried out by the

Central Office. Ever increasing responsibilities for sit(- acquisition,

project identification, deiiqn and development, teneficiary orqanizat ion and

selection, inspection, and payment collection is hel nq delecjated theto 
Regional Offices insupport of the. annual programs provided by the JNV/hFV

Central Office.
 

ly the end of the project, ,INV will have I (reat.ed thenumber of It |kP(loni I Of ft (.-, from four to -. I) ,.1 -.e Ix (Q,II o, (,u y otu I I,
Cuenca, Port vivioeo, Piohamha, and Loja) will provI do, oat Irma I (,JVraq,-Of
Ecuador'% 'er oIdasry (It14, ,and rarkit town',. Ii 1i wl I I havo ',tin ,!iuniat af f
trained in the various disc iplinies necesary to carry out t he varlety 4 tasks 
associated with each subproJect. 

Fach off i(e will have qainred prd( t Ical it ow-how In working
with and through other public and private sector entitie%,. lfand,,-on
experience with more appropriate low .:st des I n aiid teJnolo(Jq i,, based onlocal materials will have been imparted to earhi Peqional Off ire In which an
A.1.0. MG loan financed subproject Is Implemented. 
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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 gain further experience indirecting its lending

activities at a new client group characterized by low and not always regular

incomes. This clientele precludes the use of payroll deductions, for example,

requirinq the LEV 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 inconsistent with formal sector
 
experience. (The BEV now has an adequate three percent delinquency rate.) 

The objective is to adjust the collection 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 aliqnment of the amortization schedule to income flows, 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 identify

and use surrogate collection agencies, the participation of municipal offices,
 
comnunity orqanizations and cooperatives will greatly facilitate collections
 
and help keep administrative costs down.
 

The manner in which the A.I.D. HG resources are to be made 
available to BEV will improve Its financial situation substantially. First,

the GOF', Mir&istry of finan(e will %erve as borrower and assume all exchange
risk. Second, the resources will he made available to BEV in Incal currency
at 12 percent for relending at 15 percent. Third, the lon ! period, ten 
years, and repayment period, possibly tip to 30 years, will provide BEV the 
opportunity to roll over a portion of these resources, thereby improving its 
earninqs situation. At the same time, BEV's overall financial management will
be Improv(1 throuqh the financial manaqement technical assistance and 
computarization proqram financed by the IBRD loan. 

0. ProjectInu, 

An A.I.D. Htoutirnq (uaranty loan of $25 million is proposed a the 
prirncipal Input to the, project. The HG Loan will account for 75 percent of 
the long-ternn f Irarncinq for home mortqaqes. 11EV will finance the remaining 25 
percent of the loan, to homeowner% which will amount to $8.34 million. 
Additionally, honowner-.will provide' $:.33 million In downpayments towards 
the' purcha'.e pri('e. Homeowner'. will al,o provide an In-kind contribution of 
labor, the value of which Is IIkely Io match the A.I.. and BEV resources by
the time the proj.ct i,,repaid. 
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munciaies andev 0,000olllth reinnd wi inpa ionoft 

reoti~n ei ajdotp 'yte poroect, haf fconsultant 'sbe-naiectul oe apnt:rAn thl ildner/ec nus.Ie vl owith1Reicothe,:t$YVIlOfcs, hresimated;
costics o ehilan lt i e ret rome MI $e 00nd fitche$wit0 l orsalcary itiesndh dhreeoears# aeld wAt thane fnorpoaution o revised and
minteanrcte aneldvhil~i m' ddvlpa V>~~Vadiecoarcin mtrals 

re tnAdditionlly,, ranyt fund o thandhal o the cosults tiroe wouldn 
costsothions ulo paerticipyarsoo scof professionals0aietanth ivat
tha ldurntthree yenoars, and-ctesalnce thor acuisito eati.. a 

RegddiionalOffce."r"Rsu t use o tsof thbrecdsiguswould dIi the 

2 fiInancedud ' The' A61.0v gant funds -would be used to reimbursene0~ the I$S loan.
the dilo' costsand to construct pilots o'rmodels to field test the proposed'use ofl the-materials, and procedures seified by these designs, Atotal of$75,00 isbudgeted for-this purpose, based on an estimated ned f 2500 
per cometition. - -- f$2QO
 

The third element of the grant comonent Is$100 000 to Carry outI.
studies and training that will assist selected secondary ciie resolve key 
Sfinancial and/or administrati"e problems. As I1IW Regional Offices develop 

- -relationships with collaborating municipalities, speific problems will arse 
,ardnqg the municipalities' ability to make commitments to provide services.­admaintenance. The technical assistan~ce studies and training financed under­these activities would help Individual municipalities Imcye their financialand administrative capacity to -partfciPate In the lIYS hosing subprojects,

L,
Local revenue geneation could be~ stimulated through studies in such aspectsaswater and-power rate structurs, local proerty tax administration, user 
toargetc. landsysems Technical topics such as building codesinvetris -and maintenance plans for access streets and utilities would also-

~11111401Z the municipalities',ability to participate InJNV sponsored---
- V 

subojects. 

cot~ Th $10%000budgted for thaee studios Isbased on an estimated
 
would bcotracted to Ecuadorean consulting fims* tacb st, would entall
abo Pe!sonnthIOf rfessonal services and supotinq clerical, 

1.administrativeo' and 1 ifst costs., Th iuning $~0Oo h rn 
-- V 

fundI swould beaoval Ilae as'a contingency reere."#he*-.
 
~ hlna In,addition tothe P300*000 prograsid herein, rant funds under the


Sovwroject wl beL available for related short-tam fechnical assistanceand training. for examplej USAID/MV could agme to bring in a TOY consultant, 



_______ 

r .35 
to help wth the sructuring and jiedping of the design competition.Additional 7DY consultants could assist las needed with the training of JNV-staf IAntthe-admi nistration- of..the homioeI menrgan~b- ?d iif~
,>enviroumnt cncerns, and generally improving the'leffectiveness of Regional
~.Office staff.~Technical assistancewoulld be directed to BEV In such lareas asSadaptinq .collection procedures to the speicial needs of. very, low incomefamliesand for savings mobilization. Also, these funds beueA aol or,
short-ter 
 training and inspection trips by JNV RegionalOffice staff to learabout relevant experiences inother countries.
 

The host country contribution to the overall institution'building

Seffort is estimated at $120,000. This mount represents the cost of the
additional, field staff to be hired by JNV in1982, 1983, and 19840 the costsof increased in-country-travel, and seminars for Regional Office staff. Aparfrom0 the np~UtSfurnished by this project, USAWO has discussed with PRE/HUD
the need for technical support to assist with the development of Iapproaches
suitable for low income rural population* Tentative agreement has beenreached thatPRE/MID will provide up to $40,000 in consulIting services forthIs purpose. 

. . . . 
,. . . . . . 

A final Important project Input will he the technical resources
available In USAIDO RHO/PSA9 and PRE/IWD. The USA10 Housing and UrbanDevelopment Division will include: a Chie HUD Officer who is an experienced
arhtc aidhuigofcr 
 S Rotn ~dvisor who has extensive, .'Work withhom imrove~ntproram andcooeraivehousing who.wIon all Ecuador NG and related projects (both ongoing and p,anned)' and a 

. 

PSC Urban Comnity Development Advisor who will work mainly on the Solanda
Projct .Afullatime secondary cities advisor will be contracted to provide
tecial assistance direct ly to JKV Regional Offices.,municipalities andlocal develop- ers In subproject development and implementation. USA1D will1be, further back stopped by the technical personnel of RHO/PMA and PRE/HUD.These technical resources will not only ensure adeauste USAID monitoring butthey will be a key element in continuing the ,IIW/BEV -- A.. policy dialogue
and assisting JWI/BEV facilitate overall project implementation.
 

this project will benefit low Income tamilies residinq In a numberof Ecuador's secondary cities. Approximately 13,000 families with 1981Incomes of less than 5/4o300 ( 130) *month will benefit. Beneficiaries willgeerally be members of the Intormal sector such as selfhmemployed artisans,vendors, construction workers and personal services workers, hot are.
migrants from rural areas orsmller tows. Heads ofhouseholds art..yung,.generally under 36. ,Single wome heads-of-households will be primarybeneficiaries. Incoastal towns beneficiary families currently lIve in$,quitter settlement which lack' services while Inhighland cities am of thebeneficiaries live rental crowded oarters Inolder, subdivided houses.Spotential'beneficiaries have 6anized comunity associations or housinq 
Pleny

cooperatisiVInorder to' re'41fectively obtain housing and services whichfor them are of NOi priori avAmore detailed description of the targetqmrou owhich project beneficilaries erlldrawn is presented In AnnexVSocial Soundness Analysis#' 
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IV. PROJECT ANAL YSES 

it Policy on Technical IssuesO POE 

>WO&% po aspesnted in the NainlCvlpetPa.1W 
Musi~odc~of Quito. and - u ils oxpandlog, their economic opportunities, and~ .
Wr~irecting investment to thiose. areasttLo attract and maintain their

populations. Tho'Pl'adqtalls .)imnt s-that Inludet- amoonq' others, fomenting
shelter programs to reach the ]owest ncome levels, To accomplish this, the 

~ P)an lindicates thit.progrAms such~ as thoeimroveetubnugaig and 
~~progrhssively developed now basic core unit construction are appropriate,. The

1,,~Pln aLSoCcalsIsIfor.the use, ofl Imroved local buildin mterI Ilsand states 
~~that the- infrsstructur4, shelte6r, end community' facilities ~progrus -and

bu ildim materials suppy developmeptareto create empoyment opportunitiesin houslng- roject areas., This is-.a ,radlil .departure from t1he GOE polic K
during- the 196s 'and 1970s during which thie JRY: amaintained' artificially 

'<high. standards-therekj orienting its projects10 the middle ,and upper middle 
­

2~classesi and b)imposed dosign solutions, uilding materials choices, andproject aftinistra toni responsibilities ,from Quito. 

The Plan mandates that the public sector shelter Institutions 
~< decentralize their operations and stresses that housing pt~jects carried out

in urban areas outsideof Quito and Guayaquil are to respect and promote the
cultural pluralism found in the Sierra, on the coastand In the eastern 

10uo rgioalbuilding materials, labor Intensive construction, and credit < 
sytesgppopr is toientati traslaesintomhous poectsic hocthe 

~different regional conteAtse"' A ' 'fl + 
- ++ -+t+ ' ', : 

r'; - V++ n+ ++?+ 

.4 ' rji- ' 1;'y ! ++ ,+:: +; ~ 
S- --%'44 V. 4 4 4 -; 

4 YU, 4 r- . +4Y. ++j 

The Shltr pWgAatrec Pinfo operationalizes, these
objectives by quantiTng d.eageaemaund anu orienting the supply

- 4 4+ +f£+i+ii ++
towards income levels tradition&aTV- ,.excluddfrom- -- the-A+ housli market,V~A~4~ 4 ~V. ' -r AL-- it. 
U '+-- - --- -'develops atypologyof six shelter 'Lsolutions basedr on the p 1nciples- that: : +4j;Q,. 

-4 ''4.r V.';¢ 9 V" yr1)housing needs will be satistied progrusivell with Imprvements of space 
4 and quality carried out in sucessive stages as family Incoms Increase; and 2)

the prioery concerns of beneficiaries will be legalizing tenure and-improving
health., 

M.;-~IVS adi)ption of a typology to carry ot these principles Is an
 
Important first step lIW developing affordable oelig ion
sou fr o
 

r~r4incoefamiies *rnin below the medfan Income in urban areas outside o
Quito and IusysquiL, Thotypology Includes- 1) 1imovoent, loans for.' 

4>- gdi quitter areas and fo expanding 'newbasic co vvnitst 21 servlced 
­

-Sy- careon Joks of njre tan, 3) d - >I tesVOiblia sanitar echo
"-< ncleed basic core units of,,W to4 oso omr 41Wl

4basic unfinished units of 4Wm to.630on lots of up to 12 1#5)7 

http:NainlCvlpetPa.1W


bas c unf inished units of 70n2 to SOn2<on lots of, up to iR12 ;kand, 6)
8On'~walkup-aparpth P1.111 es ~earni ng, below'the-median inearl ot
for one of the first, three solution, types depending onrtheir capacity to pay. 

Consistent with these prip.ciplu', the project proposed herein
 
'<will finance.atrange of individualrprogressively developed-solutions." In
 

addition, thepackag f each subproject will va fit the specific.
 !
situation. The ful lIntegrated approach, based on the Solanda model,, will be1usedrwhere<'JNV can successfully mnobilize assistance from public~and private
so 'rcesv"to' address the broad spectrum of urban development needs including:-­
'community services such "as'heal th,r education, parks and transportation;
t e±4i~ii, Is'S"... "... .... ' 'complete infrastructure for power, water, and sewerage; 'employmnent~generation;" 

~. and cooperative promotion and development, ' 

Obviously, not allsubproJects.will have all the elemets
 
required In a fully Integrated approach. An employment generation componen

for example# will be dependent on the existence of skilled and highly'

motivated entitiesother than JNV'toassist' homeowners with htoti ,
organization, and development of new enterprises. Such assistance might be
 
frthcoming for 'some of' the subprojects 'developed by "regional 'development
it ganizations. , Moreover, the small1er 'subprojects' likely will not need their 
o n health or education facilities* no ol ak n lyrud be"
 
prictical. Thus, "NV will haveto tailor each subpiject to fitthe specific''
neo-is' and to'take 'advantage of available support systems.' At' aminlinm,

how yer, 'as amnatter' of JN po1licy each subprojct will be fully coordinated
 
will, local authorities to assure basic'needs such as potable water are
attevfed and that th'e subproject'is consistent with the municipalities'
overall growth plans. 

beenhas The rural housing component included in the PlO for this project
hiseendropped as a result of further technical analysis. During the

preparation of the Project Paer the feasibility of a rural housing component ' ' ' '"was' reviewed thorouqhly by'the AV.,the" GOE's Integrated Rural'Development'
Secretariat (SEDfU), ndiJSAI. Concern was raised based on past unsuccessful 

' 

rural housing proqrams 'in'Ecuador.' 'The '3kV are especially concerned about 
' the complexities of a'dispersed rural 'housing program, namely the' problems of'debt 'capacity, repayment, and effective demand by"'the' rural population. SERI ""'''" 

''considers 'that Its programs to Increase agricultural 'productivit and
production must be firmly underway before a rural housingelmnisaddtIts Integrated approach. mhe exception'of course, make toIs forCf ts dde"''project areas where the target I's an urban resident. townthlesineI 
and 51CR! art' contunuin a dialogue about'the 'possibility of devulopi ng a'future Joint' rural housin arqrm.'tSAID has agr"dto facilitate this'"dialogue by providing 'short-term technical assistance from PRE/NUD or other

"sources asiate. ' ' 

15, 4""',++ 
' 
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2. Typology of Shelter Prorams
 

a. New Construction
 

This sector loan project will support GOE shelter sector
 
policy specified in the JN/BEV proqramming documents that call for
 
progressively developed new construction projects and home improvement 
and
 
communlty upgrading programs. Of the six shelter types approved for
 
construction by the JNV in its Shelter Reference Plan, the first 
three types
 
are affodable by the project tarqet population. The 1981 cost for each of
 
these three types is as follows:
 

Type One: 	 home improvement loans (see below)
 

" ?
Type Two: 	 74,2 Urbanized Lot with Sanitary Core
 
Coast. S/65,000 Sierra: S/68,000
 

Type Three (a): 	75m2 Urbanized Lot with Sanitary Core and 35r12
 
of Enclosed Area -

Coast: S/ O,(O0 Si ,rra: S/' -,'d) n
 

Type Three(b): 	 /Nwn? Urbarlied lot with Sanittiry Core and 4.ia ?
 
of Enclosed Area -

Coast: S/97,850 Sierra: S/103,550 

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

Unit CoQt_ _. 

Component 
 Coast 	 Sierra 

Land ?l0/m ?40/m?
Infras truc ture 
 350/M? 360/m? 
Service Connections 
 I5,0 00 15.000
 
Sanitary Core Unit 8,O0q I.0OQ
Enclosed Area by Local iuilder 	 7301m? 79(1/m? 

The JNV (-%t mates that for an urbanliedilot of 1Um?, the 
cost of servicet. would bt- 4pproximately S/47,10. Ihu., for a .Ite and 
service solution (ifS/All, 11l 9 wahl e land o.t * (.ould be (it) r r,, than 
S/21.297 for the. lot. (jr ./?ljln? of wi lable ,oda, whli(h impliet
approximately !,1411m the It to landfor grott area, 11L how difficult fina 
4t these prlcet. In the lanier citlet. and even In the mdlutti .II' one', 

WeCeCi4ally in ther ierra. 
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Accordingly,ofr the JNV/BE arvcontinuinI-aqiig acllad oewic to develop subprojects. eothe Arnia~~,. othe eore ht::~ 0Uldbe ableHIG'loan'would t~o o trf 6utiebe~raw or urbanized lad o slubprojects f n r c d b t i 'cooperates~hold-ioificant parcesoliidnn'maiw' ara 
ad - - ­

, the -JNV is 7<Sworking closely with thien' inanattemptAto acquir. suitable sites .at areasonable. cost, and/or build'on'the efforts low income families have made in.,obt'aining landthat lacks basicsrics 
 o 198he JtfV/BEV land
Prora isbudgeted,at $3,milo 
ofwihslightly more than
70,percent will be in provinces othar than Pciha(Quito)and Guyas(Guayaquil). 

Further land cost savings can b ae~ h osa ein''if the JNV would modify its project-,devetoppient procedures whichrusually call
for excessive and expensive site preparation. 

> in Inthe Los Tamarindos projectPortoviejol land cost per square meter was increased by Sf40/0 due to
excavation and inf ill costs. 
 Ironically, the traditional construction on the
coast consists 'ofahouse raised about E 
meers on stilts that stands as«-~ firm on clay soil as on any other; The change of topsoil Isnecessary onlybecause the JKY house design follows amodel foreign~ to the region#project seeks to use isproved traditional building methods, 

As this
it is expectedtat costly site preparation can be avoided and tat site preparation costsIwill not unduly~add to overall subproject costs.
 

Inaddition; adequate sites on the coast have been less
difficult to acquire because alternative methods to provide basic services
have been omployed Such methods Include the provision of water by tank cars
and the disposal of solid waste through septic tanks and latrines. These
alternatives allow lower cost land to be aquired because of Its location while

allowing housing and Infrastructure institutions -to- anticipate and plan rapid
urban growth and then carry out the Installation of permanent wateor and
sewerage systems. The alternative methods for providing basic services are<being considered in land scarce areas In the Sieraa well. 

Infrastructure 
... 

Because Infrastructure normally representsportion of project costs, a signifficant1kV is pursuing rational reductions ofInfrastructure standards for application in their low IncmProjects. These shelter 
­

new Infrastructure standards areand services program document* laid out in the JWiVs siteslust as the shelter units have been designedto accmodate progressive growth and toprovementts, iMis experimenting withthe progr~fessv and alternative provisiowilhe p JIE of serv ics, Technical assistancei.Its effort to effectively reduce Infrastructure costs as wellas helpriconvince the municipalities of Its benefits.are often unrealistic, 9lunfeipal building codesTheir standards dornot reflect the economic realitiesof the vast majority of families InEcuador and have excludedfrom aCC#$$ to basic services, any families.
Incoastal cities, for examloo separate storm
and water, drainage, systems are requIreds; Inothers,in'spite of lower cost, available alternatives. cast Iron pipe is reqired 

i 
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Since 1979, GOE urban development policies have been
 
radically altered In order to provide basic services to low income families.
 
In Its efforts to elicit municipal support for 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
 
rational reduction of infrastructure standards. The results of the conference
 
are presented in the document Nornas TdLcnicas de Urbanizacion y Vivienda.
 
Technical assist rre to be provided dt the Regional Office level will assist
 
the JNV/BEV define and implement this policy.
 

Construction Materials
 

JNV 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 le;s time and at less
 
cost. JNV recoqnizes 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 materials, design, and dimensioning features of the
 
traditional systems; train labor in improved construction techniques; and
 
introduce cost controls and analysis as an integral part of materials
 
considerat ions.
 

JNV is considerinq the production of srrall scale building 
components that: (a)makes use of existing industrial technoloqies; (b) 
requires small investments and ca' be carried out over d wide rangle of 
geographic location;, thereby supporting GO[ decentralization efforts; and (c) 
makes intensive use of unskilled labor.
 

The traditional building materials for the coastal region are
 

bamboo and wood for ,alls and corrugated metal sheeting for roofinq . In the
 
Sierra, adobe, fired clay brick, or rarnied-earth walls with clay tile roofing
 
are the traditional bullding type,.. JNV is interested Inr;provinq and 
utilizing traditional building materials as an important element of its 
decentralization policy and as a mreans of controlling costs, promoting 
self-help, and supporting local developers and buildinq materials suppliers. 
JNV has already produced a marnual on bullding with adobe for application in 
the Sierra and another on huildini system, and des iqns traditiiilly used in 
rural Fcuador. 

,)NV will be hstiIg a seminar In septerIber 1983? on building 
with bamboo. A.I.O. will a%',.t JNV in it'. .fforts to better utl11 e 
traditional building material% and methodds and other appropriate omrtruct ii 
technologies. Technical a-,.itance will lie provided to A'.i',t JNV dewvelop 

shelter solut ion-, but It of improvd local bui Idinq materl als arid alternative 
desIqns based on Io(wtr spatlial standard. that further refine shelter 
alternat ve'. 1(ow fiti lie.Ifor nic(,cjM, 
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Illustrative Examples of Home Improvements
 

1. Legalize tenure 	 up to S/40,000
2. Water 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? Incl. sink
 

and counter) 6,200*

8. New room (3m 3m) 	 30,300' 
9. New roof (60n) 	 16,800* 
10. Cement floor (20712) 	 3,500*
 
11. Windows 	 1,500
 
12. Doors and locks 	 1,850
 

* Guayaquil costs 
** Cuenca costs 

The JNV/BEV home improvement program now being implemented in
 
Guayaqjuil is providing valuable experience that will be the base on which 
similar programs outside of Guayaquil will be built. Policy regarding credit 
issues such as the type of guaranty to be nquired, adminis tratie issues such 
as concentrating loans In priority areas Instead of scattering them, and 
programmatic issues such as loan priorities for individual', or conrunlity
infrastructure improvements have all been dealt with under tht. Guayaqull 
project.
 

In somp cOiunitles there may be a need to In tall or upqrdde
basic Infrastructure. IllustratiV. eMampleS of Infra'truLture. Improv-nwnts 
are presented below: 

Illustrativye xanles of Intrastructurt, Imrove.wit Cost,. 
(ciTaTF 1 T--1o 

Coast Sierra
 

1. Water line plus houie conne.ct Ion 	 S/11. ,6 /13,393 
2. Sewer line plus house connection 

including street dralnaqv ?4,50( l11,u3
3. 	 Electrical line plus. house 

connect ion 10,377 10,?30
4. Street pavint 9.510 .O?5 
5, Sidewalk, and Curb- 4,9?4 6,16/ 

NOTE: 19111 cott% 

http:conne.ct
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pop'6ulation. Both Industrial and traditional building materi'als in common use-

are readily available'.in sufficient4quantities 'such' that no significant 

­

.distortion 
 of their markets will result from.the execution of,4 AO...finaoced. .
projects., Because construction will be geographicaly dispersed, labor 
Jscarcities will not be confronted.., Past'acquisitions ofrland by 'N/EV, 

4 

4 together with th'eir' current program and 'proposed efforts to seek the 
, 

participation of other developers such as municipalities; and cooperatives,t 
4 

provide-assurances that sites will.,beavibl fo poet ,
 

As part of the process to plan and build low Income shelters,

constant review 'andrefining 'of the-initial 31EV shelter typology Isoccurring..
The !continuing dialogue between 31EV/BEV and A.J.D, that was Iitiated4with the
Sola*nda Project seeks to, assist, .31V to improve shelter options that are
affordable by even larger segments of families earnin less than' the median 4Income. -A important aspect of the dialogue deals wit te .fetsofradeu
 
offs between building materials sta~'idar4S,(%,odern* vs. *traditional")and
Spatial standards (constructed area) In terms of shelter design 'and cost',
Assuming for a'specific Incom liee amaximum dwelling unit 'cost' based on. .,

capacity to pay, the trade offs 'Imply 'alargerconstructed area for dwellings
built of' lower cost materials (usuallyr regional 'ones' such as bamo"'ipoe
adobe and fired 'clay bricks) 'raSaler constructed areas for=dweilng;,
solutions built of costlier materials (usually concrete blocks# reinforced
'concreteand steel structures). It'Is'this type of flexibility that the 
project seeks to develop at the .31V Regional 'Office level. '' ' '4 

8. Institutional Analysis 

The ON PolJI for Shelter Sector Institutions4" 41. 

4 The National Development Plan calls for its two principal shelter
sector institutions, 31EV and KV,' to assist in the achievement of the Plan's 

4fundamental objectives of national Integration, modernization and 
""4 reorientation' of 'the' public "sector', .an'd social Justice, To 'achieve 'these

goals the Pl an 'requires that Investmet be decentralized; that administrative 
Weore be carried out to, Improve the efficiency 'of' public 'administration and'
thv quality of Its"servicesi that pulr organizations' be stimuilated-l'ethe'i"' 

"'4 

various' forms - cooperatives, neighborhood coittees, labor unions, etcl that ' ' "'massive housii pro, am- oriented priaarily towards low income UPoups and
uipasiingse f~elconstruection techniques 'and employmenit gaeneration - be ''4 

Initiatedu and that public expenditures be'revised'and reoriented 'to favor the..'least privileged social and economic groups.e 
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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,
identify refinancing formulas through mortgage programs with other national
financial institutions, and support the development of the savin s and loan
(mutualista) system to the degree Itresponds to the GOE's socia 
 objectives

f tFheshelter sector. 
 The Plan also sets out the responsibilities and
intended beneficiaries of 
the principal shelter sector institutions. JNV is
to dedicate at least 70 percent of its resources to low income solutions not
to exceed S/200,O00 ($6,000). The mutualista system isto proqram ten percent
of its resources for such units arid the Social Security Institute (IESS) 
is to
provide 30 percent of its resources for similar shelter solutions. 

The National Plan's quIdelines to JNV/BLV emphasize two principalthemes: decentralization of Investment and services and incorporation ofmarginal areas into the urban fabric of their localities. The Plan calls forspecial emphasis to be given to the development of marginal areas through theprovision of basic services and shelter and rationalizing the process of
programming, administering, and implementing shelter, infrastructure, and

community facility programs for urban areas outside of Quito and Guayaquil.

Institutionally, this translates into JNV/[ffV actions to: strengthen andIncrease the JNV/BEV Regional Offices; delegate authority and responsibility
!or project identification and design; and exerctise the full mandate end
 
powers legally delegated to them. According to the Plan, 
 the decentralizationof JNV/BEV operations is to allow the Regional Offices to identify
institutional resources that could expand ,INV/BEV Impact and Coveragle; toarticulate local demand in specific projects tailored to the soclo-economiccharacteristics of the diverse clientele of the different kegional Offices; toSpport, Improve, and acquire resources such as huilding material!. and land;and to determine the administrative procedurev ,!nd promotion activities thatbcst fit the particular qeoqraphi(,, .ocial, and economic circumstances of
their areas of re%ponsihbilitleh. 

2. The- National Housing Hoard (J 

JNV was creAted by Supreme Vecree No. 16? on tI irueiry ?3, 19/3.
It has 
been endowed with the broad ranqe of powers necessary to (.irry out the
mandate presented in the National DeveloprNnt Plan: viz., to -A"tbl i h and program natlonal houslnq policy; coordinat, Ipublic and private entitie. 
operat ing in the sector; coord iniati- with municipal it iv' on urban development
through rational land acquisit ion and housinq proqrim,,; and Contruct projects
It has programmed and approved. lMe JNV board of Di;rector, Inc luat-% the
cabinet level officer who functions as the, Pr'eIdent of both JNV and IiV aind
representatives of the Minister% of finardt' and I-ealth. thet %o)(1,i SecurityInst Itute, the Nat iona I 'lann rig 1oard, the h Iic Ipa I (k~virr 'i nt As soc tt ion,
and the savings and 1o0n aSSociatlon., 



Ovr helast'tw years teJVPolcy funcionsana prons
hven0 en.nwdlmejsione 'inti.LJust -recently, -JNV has been dependentuPon sE
tciitidnstativecosts from BEV Isuge.While JNIVaad
BEV~have been and-willI remain closely coordinated Institutions, the~y have now
been awarded independentbiidget's and willkeepsarte book's to better manage ~Itheir Individual institutions., JNV,.has now shifted itsproject: specific andproduct ion/construction orientation to an increasingly more participatory anddecentralized one through aseries of institutional objectives dove loped by


~the new JNV Planning Directorate. These objectives affect four principalareas: administrative, finan-cial, legal$ and technological.
 
Admiitaia the fVs objectives call for its
deetaiaintrunf teadto 
ftoRgoa Offices; (2).
training technical staff to 1 roveon their present capabilities and to kceepabreast of new developmeents intheir respective fields; (3)coordinating wvith
municipalities and other public and private institutions and organizations
regarding provision of project sites, infrastructure# and cosmmunity facilitiesjfor BEV financed projects; (41 Improving-t S ogrameing, monitoring, andevaluation methods to rat ona ize project imp ementation proceduresi (5),carrying out pilot shelter programs in priority rural areas; and (6 seekingtechnical assistance from international organizations and other countries toimrove its methods of planning adpoetesgn for housing and urbandevelopment, adpoetds
 

!inanilx, the JKV objectives areto: :0l- Increase -lines of.
credit for therimplemenation of progrs directed to-the-low:incomersactorsof the country,- (2) adjust the finance systems to characteristics of theintended beneficiaries; and, (3) evaluate and reformulate the housing finance 
-system to reflect the economic and monetarypolicy of the country@ 

Leals th NV objectives are to: (1)rfrmulate its currentpolicy to be ialWiio establish new urban land pol icy; and (2)analyze andmodify the relationship -and controls that exist between ')ffV/EV and the 
Ssavings and loan system. 

I!mnlgggaluJys the JNV objectives are to: (1)maximize the7 supply of sheltew~rsluions through the use of aprpit technooi 
 o
construction s stem based on smal scale. refabrica Ioc not s n ew
components that support selfeheip construct ion efforts and dwelling types -that conform to the' Hational-Development, Plan4s 1udelmnet to concentrateInvestment In low Income projects; (2)daeta esetrprograms toInclude all the provinces of the country, -especially urban areas outide of.Qulto and, eay)aquill and (3) Increase Its poduction levl by contracting--­project imlmmntation with privateisector construction compantese 
-

The Implications of the J1k objectives are reflected In the majorchanges that have rstrctrd J IsiuonlyandrecatJVssa
 
patern
an rquied kilsfunctionally,.NV hsbe reorganized (sea%organization charts Annex IV)adding an AdmInistrative and Finance.Directorate, 

rn,, 44ycoatn a Plnnn Diecorte
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i The Adiisrt e'anid Finance Directorate will manage the JNV-7acounts-for th rsit-time. -Amongts -responslbi litjes viillbe~th tas-kofdotetn o '6f adcntrol >bver'adinistrative, costs. Itwllao_40eiInl~dmnistrative-n finanice costs-,dp;' projec basis tobe charged toth po ecs'beneficiaries as, part of the recupera ble project cost, IheL -alDirectoratewill be charged with facilitating the legalization of
tenure' determining procedures for contracting project construction and landacquidltio', 1and coordinating with the,8EV, legal division on matters such as
 
~loan'Cr1itoria, 'forms of guaranties$ 'and collective and individual mortgagese 

The former Program Department which essentially dealt 'with thedesign, and' ipe tation of specific-projects has been transformed into a>Planning:DIr~ctorateovhose head r'eports directly to the President and the 
.General~~'> Diector-of:-tieI JNV. The Federal Republic of Germany wilIIl be

providing grant tchnical assistance to the JNV headquarters, and especially
the.,Planning -Directorate, that would address macro level programing matters.The. Planning Directorate is responsible for analyzing soclo-onomic'data,identlifling rtargetgroups and their capacities to par,:and recoin >ndil theappropriat program types that conform to the economic limitatioets of theIntended beneficiaries, .The Planning> Directorate coordinates its programmi nguidelines with tho"Technical Directorate that tailors its specific designs to 

~.~.the economiC, and demand 1f actors. The P1 annhf Directorate also provides
guidance and technical assi stance to the J0NReional offices, 

The most Important effort of the Pl anning Directorate to date Innor.ting its role at the policy level has been the comp lotion of the Ntional 
An evaluato' nowtedferent husing finance institutions will invest4their resources with 3ffV/SEV focusing on the lowr income groups* This study
Is the first attempt in Ecuador's hosincsector to rationalize the
application of shelter funds b~y the pubi g and private sector at differentincome levels. On the basis of the domsd study, the Planning Directorate 
docuent iniaigtapa4 >4 -> fsrcue to be> produced In each locality to 4?+;++ 

serve the>1 Identified demande 4 p i744l. 1 

-~In addition to the structural reorganization of iJl that modifiedand expanded its functional capacity to carry out the new more participatoryand decentralized orientation, JII Is addi ng two Regional Offices to expand
Inthe Natimle ' 4 ++i~ 1 -> i 4 - -l) 'Its national, coverage as mandated .......... Pan,+++ to set In.place an >.
-.. . >4 1 4: >>,t!!1>4 

>--outreach mechanism-to>- provide-JV heaidquarters, data> h>4>necessarya forI effective- 4>!--- :+,;++++-> - > iaa ! i>4 >,plannig ad to carry out the-74>4>4Annuast perational4 Plans In an effective way. ;>>>4>54> 4 > > or>
>1! 4 4 >1 % -> > ............... 44iriZ'4> >4 ~ 41
TheRegona 4, - 14> 44III 

> 
I> I 4l + /Ofice will.... cover................ all twen-yprovinces, of the+ d country as follows: ­..................~~14>-...........i t>t4:++++++++++++;
....... 4 4 !+i > +
.... !4i 4>A:',4i 

-4 1+++>> ++ . . -...1> 4>>4+ >4> 

+ ,+ 
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architect/onglowsr technical support staff such, as project inspectors, aI"e, And a financial analyst, JNV also provides a technical and a socialwork employee to each of, the 6EV agencies. 
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Whle thre quliltv and QUantity of-the JNV 1 0Regonal Office staff--
COAS veadeuat~o~~ag itP44.1ti~iti. the -instItutlonal

e.~t~i7~zatio 'M 	 le'e.ireinthesonsibtlities,1at the fields Thee~n~nre~ontbilit~R icludeproJect, romotion, dsg n>>iosocial organization ,and comuntf evilopet rj
icotratln, 	 nt tos. Owtpraht,1ipetioswaam 0Ad:14Yovi doe sklsnow rqrrwm the',KU* onal OffiCe#Sincludes two sprtt Coepleentteactons 

The-frstacionistocomlement the existi skills byaintechic&I ial.works and commnity developmen- pesonnl and wi th staff 
j>additions as needed. The INY,rstrctuiring plan has beeni approved ythe 

"' 

N~:fational Persimel Office and Ismovin forward as bu-dgetary constraints
 
<>allow, JNIY oratot under civil service salary guidelines and has had
-diff Icultylnthoe past -attractIng and maintaining Its quality staff. This
 

station has beencorrected- as At -of the RIIY !estructurim providing salary
nrieases is, Of -hDcumber- 1961, gostaff training and addli os Vill help- ­4. comese for past, JNV_ weakness In: Ilocal 	level rproject demand analy'sis>~pop~nI tagtpovp Identification,: and evaluation. As asecond sine of>-aclo,,vwill se the,c____ tion ofpia0sc. dev lopr.comunity
 
qa as:1
coopera Ives and credit unions, and muncpa tieSto

-v-.could> real acand cover-agegreater than that which additioa stf same-- -

The A,.1.D. No loan will be comlemented with grant funds thatwill be used Inr partrto contract a long-term advisor. The advisor will work 
>~~.closel~y with IiVas Regional Offices to ad*esi, the following types of 

3
 
i instittoa constraints
 

0) time lag that exists between to management's poll decsions 
-

-the 

regarding project tje oss and benef iciaries (well low the'income levels prey *goatdessedby the JifY)9 and Imleentation
of those decisions by ion90al arficest 

(ii) 	the residual resistance-by staff Inthe Regional Offices to the new 
solutions; And - .-	 ­

(1i1) the deprture from th~e usual marketing of JNY dwellings to the more 
-- 4>r adcomity riete approach thtprogressive 

Inaddition# gant funds under the 35olanda Project may to used toSfinance short-trm consulting services on specific pr'oblems as they aris.,-	 ­

aso00 pnu odtheSea Dortme loanso 	 that 3 

Thie nw, Institution,re laced the, Ccuadorean Social Security Institute 191.)
as9L& pbicsector agencyrprovidinglmrgg IS 's ornaluu-~­
8 4Ill oPoiehouse forI lowrinCome families. ICe's bilities---->oniruteInlde h p 4 langs g and, 	 oulng projects as wel I4~ 
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roviing /1# BE
Jts~uppot fo milionby nnualy.BEV ad.4ta4lshe
 

and loan sme hnadppr han__suppot devea tn o th savi gs freacooprtiv 
444In thei~l oeaob1MoBVbea to its444444.44apoga rcrecapital, .4p91)Y#L i19t2e boi rev dohe 4U

established dhtrqirec tly~fI percnth g5EV by e unovds'g be 
444In caoer savings and actidin a 

p oftblconacofs 
Ute-nical aitacell 7h rsefe perlon$Lae torncasprVsovidedtoug aro S/466 miratelon of 58 million97 to S/4,098t tilioin18.Spotfrtesavings and loan system. ahe mrethan 5/44ad44S193teerinwih resio epri1ma6to S/4160 million in bond0.Sie194th )hainrsd.,
 

forBEY bfour ain br/nch ofillinanualy.uil hCenaLshead.
 
a loanepotoldi ofn/36%millonre and arryisno ut ilsliy of 1972. cots
 reovry aot
o th,mfrthe vnow 1dpamntsaeyestabdi.a hed tha
 
m n vn thearly,ivesBEV begann atprgamsfcol
to aeith cprivtlesectorl, to9oniorEVs lmoereofceaandvtogimardve iding Lawcedwas, 

. 4 

establisetatoie that fispenpercet of cotreqarters isgaatefnsb
deteinithof fiaas wellicthaut ofcltheseInerastin as o inras 
ion 1t0eupotromhand svns lurnyrqirmneont ion hand44acqutiraclotmorercmillionn d p96oje/4t6emilio n1n980, r f rjctacunig

responsiiiteha foraibranch office inel mu~auintinn buos and.
 
pont "I4n4g4I~'Oj t f thd )establishing
an 14agnies os itos suplentralhagecnlybenrstutue.ahfo II tosbnOfficenCentral ithtesIdao reoucine t 

.depndc-ons div)leinsteresoe oftitprol onf fllcstand ig cariyin 
.anag ()qad Ivnug divest DIV'ss bidn aeil acoist rvt 

Toemonirale lo~c oices, proved opeigApoedrs
Includ c Cetr tom thekresonsioblithoffics wheater s thfie.I 

+4$44.Quto syte iacilweemntno clurdeintetnofrate conidration . 4
poclicat tht 
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c titive salare.A rsn teuko h oesinl"iaig'Y' 	 saf of U SEcnentrated i n: tfie Qut 'edquarters (62); and t e.6usyaqtui I 
Sb~anch (42). Setondavr city officesAtically have 12,to ISemployees each 

~icldiug~ la~)er and acnttswoandle accounting, collections, and 
taviny depsits.o In each o Eibranchfs and agencies JNV his located
techprojects. nd socialstaff -to complement SEY staff skills where JRV has 

Project accounting is performedby each local office, and 
consoidatd monhly hqreportlng to the Quito headquar'ters. This

network coordinates with the 3kVthrough an annual budget now detailed In the
JNV Operatioaal Plans for Its hional, Offices. 

ISRD mit~ions have recently)reviewed BEV'S accounting systems and
internal 	audits for the last three years and found them to be timely and
highly satisfactory"With the exception of the need for improved financial 
lannIng-accounting was found to be adequate at both the national and local

MISInternal Wuit~isdone by a staff O 34Professionals who are aid by
MCY but, who report to the National Controller And are Indmndent of C 
inaageen. Inaddition, inexternal audit Is performed by the' 

~eIntendency of Sanks each year. -

The most experienced branch office Indealing with then target 
=op Is the onelin Simyaquil., This experience Is being conveyed to the other

schthrouhgh seminars and publi cations~In anticipation ofth
Implmntation of the 1800 and AJ Ds programs. Specifically# KYV policy
regard I benet Iciavy selection cr1 ten afor howeiuprovient prorm nd new

otructIon projects tosbeing revised to accomdate the particular.
haatristics and limitationsof low Income families, avvup with which the

5EV has had limited experience, Project stwadts types and leves of loan
guaratiesrepayment cycles, the use of Intermediary groups to assist In
pa~set olectione and other ISSW$r are now being decided based on the.-­

ePernes pandfrom execuing the Solenda and the Guyaquil projects, 
4. 	 WtEr Particimats 

a, ~r~Iai - KV have financed and s-Wupored a numbel
of eo.PuativehiM# PW~H t mainly for middle Income families. This has 
allow'tpedcJNIYt aneprec in dealing with organized groups as away:49reuce46inis'atie ostiThe prosdr*4.jct Isdesigned totake4#aSftte Of thise prieseatoweInC= MIS 

Af~rst eperience has taken place In Ouyquil In which home
impoveentproramhave been chdmeled thirog organized 9rs which ass~m 

~reppibilty fvthe r'payedt Of the loanso the allocation of resourcesl 
Setc, NV'has great IntorestIn replicain~g this' txerlmne Inother artes 

~ A ~v~:.Credt unilosir Strong Iftrparts *ff'ooi'n KY ~Is pepredp~ 

U61heto explore the' posibility of roplicatiW -the Suayaquil e#prise usin 
cred ioss edt of' the iptowrces 



thcort tigettes for th rvsinoabi evie.T i +a 
municip frqetyrssLoal whneinpaticaegovernments

standrdspplie to owinomernelopmntrctvitie. Vcteanot"i ir u r porm ttaredountingoenutresothe pication pbl stna.tanof~ evcs nothionly" 

continuatio ofa hete expthithoindtsoeslf Integreatyaiing nierabus e 

aclOodatirlesof wirvibe emtaiodthte ctlitionsf projects design d
 

for lowsinom fatesp.iic rani vedofecommenitieof teSoandthrojeactivtis a ct dstnde 'applied annottstowie lo 


adoecute$eeso*evc
deaing with municipal gove.u~ nlotecs iues eitnogeigintente iiaioso rjcsdsge
 
deeopetnprocsoc.Vmnicip al governmen Carefu eiaions
Pitet s Enrreads ts nacqurit tconsierbeperien incaaied ti to esure t apliationte senterdwtha f t onler...........
s.dalig ituicipal g#poove e ntcthn i ssuel Thontrcowldg gainVfoed atnoweeectio ofd gorapticrng compnnits'ntactd to projnatinldevelopmaen proe thtoes' lioca ornt improvead taei aactrrtof 

matriiafteieshas iw pormanagectiron respounesth'at e actories rontrctors to 31p tert sfclt mit oterinastrurithe 
Past Y perfrmnen managmenteprites illPivate 

"" concrete pipes, timber, and sanitary ware. "With'the exception of the SelhaAlegre cement plant which has just Increased its prices 60 peent to reach.the broakeven' points the factories will 'receive technical assistance from lIBRto study SY's. options regardingthe possibilities of improving the current'SlY mnanagement in the near term and the possibility of eventually divestingOfuse assets, 

In summary, SlY And 3kV are alreadyv s~ong Institutionally. 8EV~ 
has

>. 
a low delinquency rate and his been punctual1In amortizing Its,foreign7deft, The historical recod 'Indicates that-SMY will administer the, project Ina satisfactory manne fecent changs In'Interest rate palIcy, financIial. 

f 11wings and reorpaofuation Indicate MY Is In favor of decepbralizationill4,iands fulyapal ofImpementing this poject. i,.a ip.4 
+NV has the outreach mechanism +++i,+;+;i '?.'+aSneeded to finance shelter solutions insecondary Cities and the 00 loan,nw-aese will have a substantial positive Impact on MYV (see Financial'7 1, I++++++++y +++++++++ + ++ 
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JM VThas - oved: decI sIveIy,7Into: its noew poIlcy.r-mak Ing and
prorami ng rol ad ma1tie t prve ontrucion capacity.'' JNfV is also

akntenecessary steps to. accomplish its. decentralization orientationtruhits prograiun1 and th~rough training an imited expansionofRina

Office staff, especially In the social'work/community development areas,. 


C. Economic Analysis
 
SThe following ,analysis demnstrates that, considering the
 

, produclvity of the use of project, resources, the outputpgnerated by 8EV, and 
~ the' capacity of the beneficiarieas to pay for t"A investments and to cover the 

cK~urrent: costso the implementation of' the project is Justified on economic
grounids.
 

1' F it ibil t ' 
 . 

2Th'project is finanacially sound when analyzed from the 
~7standpoint of BEV. A'flnanclal cost/benefit analysis demonstrates that, on 

Sthe basis 'of~the cash flow presented in the annexes, the project isfinancially_ attractiveto' BEV* USAID hat projected a financial Nt~TPresentWorth of (positive) 104.6 million sucres when figures were discounted at .15 
7 percent. Table IM~ shows a positive annual cash flow in all years but one.

Nowever, this one year negative fj~ is more than compensated by the positive
flows during the tan year. p ., .o' .. 

Interms of the benefit cost fC)rtoanprislof the
value of the outputs received per unit of inputs (in financial terns) points
also to the viability of the project. Table IM~ suarizes the calculationsmade and points to a B/C ratio of 1.077 on anon-discounted cash flow,. and of
1.091 when discounted at 20 percent. These figures suggest that the project

4'-'is financiallysoundg even whon time and potential inflation are ircluded. 
Oti'shundred dollars of inputs are likel' to result in '108 or,109 dollars of 
value of financial output to the 31ff/BE .,. 

Ecuador's debt service requirement has Increased to 34 percent of . 
.expports for the public sector and to 46 percent for public and private sectors.. 

. . 

combined based on preliminar 1981 estimates. 'This trend Is partiallynraed..7
attributable to stagnating oil revenues which In turn are leading to iceae
foreigt borrowings, Despite the 'abundance of potentially exportable oil
reserves,' the' ODE willI have to carefully manage its debt over the near team
until Its prorams take hold to Inceass ol1 production and diversify exports..
tak~e hold. Neverthelesso the ODE clearly remains financially capable of
su'vttingits external debts. 'The pt posed NO loan will not be a heavy' 

}' >additional burden for Ecuador because of its long-ter'm nature, 

It 3nintherlee are no negative cash flows in the first years of the project, 

f~lows are methodological precondition for estimating in IR 

­
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2. Cost Efficiency (Least Cost) Analysis
 

An "economic" cost-benefit appraisal of the project, adjusting

for externalities and shidow pricing, has not been prepared drte to
 
methodological problems, such as the fact that the externalities of housing

projects are difficult to estimate or to quantify. Inany case, it is clear
 
that market prices alone do not convey the full economic benefit of this
 
project. At least two important externalities, if quantified, could
 
substantially increase the 8/C ratio:
 

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

(b) the $25 million of HG resources represent highly valued foreiqn
exchange. Only a relatively small percentaqp of project costs will 
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 Ecuador's rurrent
 
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, a comparative analysis of inputs and outputs has been made with
 
other types qf housing solutions to evaluate the project's cost
 
efficiency.2 One indicator to measure the efficiency of the project 
is
 
that some 9,400 new housing solutions will be delivered in several of
 
Ecuador's secondary cities at a total cost of about $3? million. 7hi.
 
compares favorably with the recently signed 111141 project which will finance
 
8,200 housing solutions inQuito and in secondary cities at a total cost of
 
$38.4 million.
 

But this in itself does not say much about the comparative
efficiency 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 degree to which satisfaction of the housing needs has been 
achieved) would involve a somewhat %ubjective estimate of the acceptability of 
the different types of solutions. Thus. for example, the impa(:t of a core 
house would have to be ouantitatlvely measured against the Impac.t of a full 
unit or of a serviced lot. 

2/ In similar project% In other countries, e.g. in l Salvador, it was found 
that familites could save from ?7 percent to S? percent in the cots of 
coimpletlfn the houses, when the work i%done through their own purchasing of
material% And labor hiring. Se: Fundacion Salvadorena (pdarrollo Y Viviencla 
Minima: Anal%ii d-l ProcestolvolulT¥y W i-. Tuc'on%Autonoeas 
pro_"cto ReatW May, .... 
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Not as readily quantifiable, yet of real impact, is the cost
 
efficiency obtained from locating the housing solutions insecondary cities
 
rather than inmetropolitan areas. Migration has proven in various studies to
 
bring about an improvement inthe 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. Interms of producticn derived 
from the migrants' labor, they may offset each other. But interms of the 
provision of services, It Isclear that diseconomies of scale work against the 
large metropolitan areas. For example, to accomodate the kind of ml qration 
that this project would help to curb would cost Quito S/I?,O(O inthe 
provision of water and sewerage service for every new migrant, isopposed to 
S/8,500 insecondary cities. Similarly, the project will prove to JNV/BrV 
that the associated costs of doing large housing programs (for example, in 
terms of institutional and land costs) can he substantially lower In secondary 
cities than in the large metropolitan areas. 

3. Impact on Beneficiaries Standard of Livin_9 

While providing better shelter to low income groups in Ecuador's
 
secondary cities, the project also aims at improving the social fabric of
 
those communities. As reflected inthe evaluation of previous low income
 
housing projects, the most dramatic inpact shall be made on the beneficiaries'
 
level of living. Interms of living space, for example, the previous 
dwellings they occupied were probably overcrowded one room units, with toilets 
and water faucets shared with several other families. The ne'w solutions will 
offer those services plus electricity under one' household roof. 1o those who 
cannot afford even a basic unit, the project will offer opportunities for 
improvement or a serviced lot on which they can progressively develop a unit. 
Additionally, many beneficiaries will become hoeuwners. While. ,one or most 
beneficiaries may not perceive housinq mortqaqes paymfento At 6 form of 
equity-buildinq - but rathe'r of family Satisfaction - home.ownernhip should 
account for Increased famnily stability. 

While the. tt. friarie's will he requlred, at least initially, to 
allocate some K5 percent of the. ir incomes to mortqaqe pAyment%, e'erience 

hows that f ami lie. are willing t L spend even more In try ti o f inits arid 
expand their dwell1ngs, In the torm of wAll,, terr4.es, extra bedroom,, paint, 
and exterior decoratlion./ 

To these material qains, the benefit% for fami ly life should be 
added. Improved livi n e.nvironmnts, accordinq to previouv JINV and USAID 
research such in Quito's Tarqui eunity, seem to result ie qreateras co .
permanence of children in the family, on objective of Ecuador'% expanded 

3/ Itild.
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' 4. ProJect Externalities
 
The proJect will brip about significant Improvements in

community welfare* The housinq do Icit, and thus the need to replace crowded,
unsafe units, will be reduced by" the approimately 14,600 units., The
construction 'of some 2,0.00' units in' cities like Cuenca or imbatol for emple,

could easily serve :to replace'all of the,.untitw units as identified in
Ecuador's latest (1974) housing census, Additionally, the urban laout anddesign-should reducethe danger of contaminated water running through thestreets or of, pools of standing water which',on the coast, are breeding

~grounds for mosquitos anld other undesirable things.: Individual, and commnity
status should-lob improved, In teso'airacest omnt 
fiites syuch ag hosn deveomets. This is crucial to the extent
that, Inprevious 'housin projects evaluations mgade in.Ecuador, at least 15ipercent of~the' new (rura ) homeowners declared that the primary reason forMoving to o q'uarters was fthe 'increaseid access'to schoo'ling for the"
cuhildre . , ... ' 

aboutExperience also shows that low incom@ housin projects bring

services, and other small 'enterprises are likely to be undertaken as new
 sources of employment and income. While there Is little comparativeInformation for Ecuador's secondary cities, data from Quito and other large
cities suggest that two or three' of every ton households are likely to set up

businesses in'the units# part icularly in the' form~of neiqhborhood stiondose.
 

Ho~using construction Isa form of Investment which, directly andthrough the mtfltiplitr effect, should bring new 'sources of employment and of'private enterprise activity. The need for supplies of construct ion materfals
and parts for the 'units in most of Ecuador's smaller cities should also
generate new forms of emplomnt and:income which can last even after
'comletion of the pro'ject with 'the added'posibilities' that the beneficiariesthemselves, in the form of cooperatives, could share, from these Increased Aeconomic opportunities.
 

Following an approimation suggested through research in the
construction sector of 'developing countries, USAID estimates that the'~Aconstruction process will reulit in the creation of som 77,300 !aP Ontill of'employment, whchis to say that some 2,600 men shall have apermanent sourceof 

4/m "EvauaoraNd ofth inatitonal Housing' Demonstration Project in' 
d d wColoma ia tcu or l -W ~ iik" 197' 

I 



employment in.the"Cgtuto setro cao' secondary ciie during the~life of th roet 

Finally, itshould be pointed~out that improivedWiing conditions
combined wi tt, other opportunities for jobs and education in Ecuador's 
secondary cities will-work~ to cura the step-wise migratio from small towns 
into Quito and.Guayaquil. This should resulIt 'in,,sociaI as well as ineconomic 

ra id n response-to the GOEs new-housing sector priorities, BEV has
rai~yexpan~ded its portfolio and solidified its position as a strong.~~a~inac Alinstituton. 'Although profitability has dropdnrcn years,

SEV has respondedwith significant ~nterest -rate adjustments. :The IfG loan 
<~&a-funds p0rovidedb thisprjc ~lrainforte the interest rate policy toimprove prof tabi lity~ and further strengthen BEV over the coming years, 

Condensed comarative balance sheets for BEV forig978 and 1981 are presented in Table IV.3.' (Adetailedibalance sheet..Is presented in AnnexVLA.) rTotal assets over the tour-yearperiod inresedS/,9 illion or 9 1 percent. Thea principalrasset increase 'was, In fixed assists/investments which are primari ly represented by constructioni in'regress. The increase in assets 
was prmarily financed by an inraein eqiyand long-term debt. Alhough~
the ODE has continued its priority financial contribution to housing, the

expnsin fBV ctivities have made'the GOE's budet contribution to the
 
~ 2 currenty arelatively smaller part of total 8EV resouarces. Host of BEV'scretexpansion isbeing financed by debt: to the social security system,

Ecuadorean Devilopmentankr, ORD andA I.D. As aresult long-term debtIncreased by, S/3.0899 million or 46? percent from 1978 to, N8l. Nevertheless,
BEV's current position remains 4trong with a relatively conservative debt to 

Sequity 
 rate of 2.1. Working capita and liquidity have been maintained at
adequate levels inrelation to investment volumes andloan repIrtsi In
 arrears are at an acceptable level of three percent of collecti, eost 

> rtur onThe profitability of BEV rose steadily through the 1970ss with the
rttrnonequity reaching 9.6 percent In 1979. However, BEV exporienced asharp adr~o in profitabilityj during 1980 with a return on equity of one percentand a os during 1981 representing anegative return on equity of 8.1 

percent. This was due to (1)rsuibstantial increases in wage, rates, (2)a
portfolio of long-term low Interest rates loans at a time when the cost of resources -rose and (3)adramatic increase in the value of work InprogressWtthepd of,1961 due to delays In the final sales of two, large housing
projects, one InQu Ito and on@ i1n Guiyaqu11. The, lAter factor is expected to 

8/ Estimates derived from the methodology procented in: Strassmans Paul,#
iNz"idelipssfor Estimati bpploynt Generation 1hrough Shelter ector 

a;yAssi~stances 
 Iga-~ ~ ii~i~i,198.contrbutoto a waller
lost In it98 as wel L o s are not exipected to cpetinue in 1963, however,

aste~iunitI1 be so'4 and begin contributing to income. 
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pthp1EV~d o cile tin whase Iees onof tortfndi anvestnts ~bywards 

~market level s., 
Besdesinceasngthe mortgage1 ners !ae to more closely reflect

t5hi;*cost ofcapital, 5EV'includes two, important elements in Its calculation of 
aual sales prices., First,,the Impact of inflation on construction costs Is 

~4n>~considerad in calculating the unit costs,: Second, id Irect costs, calculated

t';35 percet, include the closing cost's to the beneficiaries. -These
... 

caultions result ins sales'price that; not only isaffordable b~y the target
 
cMUP but also sliminatesa, subsidy and minimizes the risk of


apitalization to the BEV* 
Oetalled estimates of the project cash flow through aefudi

Ane J.D. These estimatet reflect disbrsmnt of te Helon ovethrd nyears, (1983-85) and as menttomed Above involve.s os tohe Konof 12 ent
 
~ and ayield onlinvestmentsof 16 percent,4 The cash flow projections ~mae.


clearahil lypositive flow' during the teo years -that are. detai loe Becauseofthe Positiverinterest rateo spread of three-percent which will more than

offset the DIV1s Increasesd administrative costs, the flowduring the entire

25-year term wilII bepositive, 

Theetahflo projectins asumed 2O-year terms for mortages and ~ 
to 6 ears and howneI venloans for upto ton years, though experieonce
sugest
tat hsbefliTO4ries prefer the sortest term possible within thei r

capseity to pay, RpiJ$1on of the projection based on the longer terms wouldoof 'Course, reduce somewhat the highly pouitive cash flow, 
On the other hand. it was conservatively .astued that 20 percent of,


project housing funds would be directed to hase lerovemes t loans. The
relative demand for these types of 1loans cudwell oereater, given theirlower cost, risk, and adenIstrative complexity compared to the mortgage
lONan 11las the popularitj of progessive development of existing
dweltigl r pogeater the share of prOject funtdinG allocated to the
 

soterme mproement' loans, th hghr the supplus cash flow.
 
- ~, Finally* the cash flo poections assumed ten percent downpaymentsbthe bNeficiamies. Recent Womties from other MARsY 'projects suggestss. a20pecent downpamt would be feasible.i-~ t reworIng of the 

pectlops on this basis would fUuther' iMro.4 Project Cash flow$
 
Thus, its reviewing the cash flow and balance Mate projects for BEV
 

-overall* includir both NH~Oan leOSeJON,406o rPoslti"e results areevidonephe loans do not raise theraverage debt4'eQuttY level abovs, 8.6, aconservative 1wIfor a financial Instittiiloos. Further.l the hideprates to be paid by thW nte 06 resourcor 2*OMipea) do, VoIMa>the BEV's oala eighted cost at fuds to un"acceptabit levels. leavling<- ,­
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paiesnt o failIome to ay'o agre-atrtouSnt ofhncomdethatn ar<throuse:houhlds lla~ua rea t afo th housngand~g: Inaf aa 
~~~2 Acceptafbiiilility@ ofePrgrsi, Develope bonstruction 

Pr~cog a~i~ rPoressive lydveoodc~srcon oeiCnt rvion~o o 
.zUl"9ofn4< Propesie, dseveope c orutne .thpriioofsm

~ sies dsvics, j core housing) wth the-, 

Sotnaloreanion and rquity Improimaitis an appropriate mechanism
~i24~ roidehosin~toloip~.~famies which will havo ahigh degree ofAciptablity to target grot Aili fr a: variesty of, reasons It mirrors 

>thcUrmet: pattern of so~~, ip construction which take place insquatter
~4settlietS. on the: Coast, Wtprovides Amnialshelter whileprovidt th{ bereficary families, with on: opportunity, to expand, and improve theirLshi ngIthe ...and~ theratewAilthich they desire and~can afford.~:In particular, 

Sbepeficdailes'hov amle opportunity to employ soltfhelp techniques whichsignificantly reduce not only the long-ta~m debt burden but also cash~outlays>requiredto upgrade housing. 
In sin,#progressively developed construction Is not only an. ­acceptable option for providing housing to the target group families; it isth best alternative available to provs housing to lower Income urban 

F. Enviroumntal Analysis 
AInitial Environmetal Exitio Ci sbmed t AIODWa 

patofc al 10, recommended a 0gative. latetufnation. The LAC Environmental
ofcrconcurred in that recommendatlon on April 1, 1981. 

~''~' AICtrprofect design anticipates, that lW/EV headquarters wll operate,CIIn' eviwig noeas n ndaproving lo osng subprojects presentedbyLJW fgionaL offIces, uin h preparation ofsbprojects* potentialenvironmental I aCts will be Identified and assessed. Criteria exist foreMnoi tIhat' *18E headquaters will also review environmental Impacts priorto the approval and funding of each su~rojecto A.I.O'tochnical advisrwaIlV assist' J-with these environmental1 reviews ando if necessay alITOY Parsonwl as necessaryo' Acondition precedent 4f the a tin 
Agree 1.requIre that JN. describe, the environmental review process to 

,re 
 es to carry out such review,ts 1 
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-- V, PROUJCTIWLECATAT ION ">-' A " 

A. PtoieCt pisbkirsewmt~s ard Timtableiyj;' "tr"' "'>' 

Prjetdisbursoents will be scheduled over approxlmetely three 
ya S.~ Tho ealy 116 loan disbursamnts will be directed at lItiatfon of 

infrastructurt installatlOn land will consist of aconstruction advance., 
A 

wISubseqet, dIsbursentis,1l be made on, pro etatlon of eligible mortgages,
Howevers duMrip the, negoation of the mlementation Agreement, consideration 

beie t e possiblity'of financi mortgages already part or UV's
1982, 0thelgbility crerla.o4 

Tht; AO uhzdb USI ndlwlllbegrn~ilb theuu 

incremetally funded with' the-first allotment sceduled for early FV 1963.' 
bition f~or the PSC advisor will be made'throurtbe fisance ofa directON Is~ 

and the StudiesUSA , coentract, Obligation for te design %optton
coOetsSuybedne either through -Iimited scope rantagremets or,

throughrdirect USAJO. contracts#: as appropriate. For exampes the ,1NY and;
USAID moy decide to seek thir partless such as the local architictsctis 
to manage the desl Cometition$ JoIdividual grants 'could be Issued directly'

4 ~''to the .several reg onal ,ocetist Simlarl'for the municipal, studies 
'> 

comonents Idividual direct contracts'would be Issued to Ecuadom firms 
-- '-'~selectd on a competitive' basis*, Alternatively, a-local non-pv*Sert study ad 

Investigation organization u be sp atd throuoh a'coopeative agreement to, 
carry out on ormre of thes studie. Final declsion on how best-to arrang
these obligations will be made once the project Is underway. 

-' 

They evntsin project Imput ation are identified below, 

Project Authorization August 1912 
dIV Aseional-Office fulli Staf fed 

-'-

epue,198'2 
-

Initial Grant Allotment toe,18 
5*S.000) Aceved byUSAID Octobers 1982-

mfemmntatio t 
'-

Ngotiated and 
-

Octobver, 1962 
Longe ers Advisornxce 

-ged 

oeme. 91 
First $6Million Subprojects Pesented' 

I"for U5AIOAproval comerolS K 
Cp's to Seekinig Investor Satisfied4 

- -

Jnaaryt 1963 
' '-."tiatedProject" tiaw 

' 

FistDeigCmetition 

~Spon'sored-------------- rl* 19834
 

Imicipa.1td Cnrce hust 14
SFirst

Secagd fraft IncreMn ($0 00) ~134 
boyacetuicive OctbesID 08 

106
' -- -oter-NFrtEvaluation $0,0)'-
ehad'bOUSA 10-

Skoid~ tdalt n N hor, 134p,4 
r ~ 

4 ; 

1lo'ss4 >--Prjc CmltdOctober, camer, 13ss-- "- ­
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g. 	JNV will present a plan and schedule for obtaining technical
 
assistance and other A.I.D. grant funded support adequate to assure
 
the timely completion of the project.
 

Inaddition, the Implementation Aqreement will contain the following
 
convenant s:
 

a. Disbursements after the first advance will be made on the basis of

execution of loans/mortgaqes In subprojects approved by A.I.D. and 
the presentetion of an updated delivery plan. Liquidation of the

advance will be made gradually with completed loans/mortgages so that 
at the time of the last disbursement of $25 million all the advance 
will he. represented tiy completed loans/mortqaqes. 

b. The proceeds of the loan as well the additional funds generated by
their recuperation after compliance with the obligations to the
 
Investor will be used for the sole purpose of financing shelter
solut ions provided hereunder for low Income families earning belowthe establishe'd median income level for urban areas outside of Quito
4nd (Aja ya iu I I. 

C. 	 At least J0 percent of the project resources will be used to finance
,ubprojvct , in which other developers will participate with the

,]NV/BI V In ,otw sinqnificant aspect such as the donation of land, the
elaboratlorn of Subprole'ct design documents. assistance In conmunity
developmrent and loan rec-iperation, or others. 

d. 	 Sufficient resour es will be made avallable by IIEV to assure that
adequate' .taff and support I evels are maintained to carry out this 
project . 

e. 	Proje(t re "ourm,.s will 	 t)' It-tit at no Ie%% than 15 percent Interestrate ttat will assur, the ( ot recuperation of the lnve.tment and the 
%trerKtheninnq (4t t. eWV tio continue to f Inance low Income family 
%heIt r1 Ir 0 qr"nt.. 

f. 	 the iiV will provide, at least ?5 percent of ,fi loans financed under 
thit, project usiteq iWi, own resourte.. 



SECONDARY CITIES LOW INCOME HOUSING
 

PROJECT PAPER ANN'XES 

I. Standard Annexes
 

A. Application Letter
 
B. Statutory Checklist
 
C. Draft Guaranty Authorization
 
0. PID Guidance Cable 
E. Initial Environmental Examination
 
r. lProect Checkli, (for grant component) 

II. Loqical Framework
 

[Il. Project Oeslqn Details 

A. Indices of Housinq and Services Characteristics In Secondary Cities
 
B. Map of Reqional Growth Poles 
C. N-%cription of II lustrative SuW)rojects 

IV. JNV/BEV Organization and Staffinq 

V. Social Soundness Analysis 

VI. Financial Exhibits 

A. Projected 8a lance Sheet of BEV 
B. Projected Ircome Statement of BEV 
C. Wef it ed Average Coit of Resources of BEV 
D. Project Cash Flow .,rojection 
E. (ott Estimates for A.I.D. Grant Funded Activities 
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Annex I.A.
 

S"4sP-a8i2-nw~u ~~~~Oii No. 
II3047 

.Quto 2 5 M5tAYO 1982.. 
ciudades secundarlas y en pueblos paqucilo., fuera do Quito y Gua-

I~,. 

yaquil. Este proyacto provearl financiamiento par& soluciones 
abitacionales cals ct'o lotes y servicios, piso techo yvivienda 

d 
minims, para familios de bajos ingrosoo. Elntondemos qua sete pro­

~~yacto cali (ea r'4ca l 1courau du W~C4111LIoU do Invuasi para la 
.vivionda do la AID, programs auto modianw ol@ cual la'AID puedo

Rarntigar un prtim do un livur.floolscta privi do do ip. Hutados 
WI do IMOt 215.0 millonum doi ddlitus, du moo sluo luti tOramnow 
y condialunos dal prdawtumw I)uudn i4ur wsa buufLclowus parn ul 
Goblerno doir HoUadol'. Con las Surantlas dv AID, iuntQIodumQ quo
dichou etrainos y ciondicionas podclan sor luos ig'.Lontoo: 30Oailod 
do p14.. con wi portodo do Sracia do 10 afioul del mismo modo entenw 

. 

... . .reembolsable. 

,demos qua IAD sSbuscmndo lox medios pars obtener fondos no 
pars complementar 1.. actividadas doets proyocto, 

~ piA fin do tener I&saguridad do quo los fondox doAID estarin disponibles pars.estos proyactos, entondemos quo *I> 
Conoi pardo Proyacto do CONACYT deborta eor firmado hastal 

30o jntodo19829 y al Convento parsel Proyecco do !orostaci~nhascsal 30 do agooto do 1982. Del miamo mod. sorUo convenient* 

Ilk I 

,tztuitsr @I convanio do instruawatacidn pars al.proyocto do a 
raca do invorsL~n potn vivionda do ciudndes socundariss hasts,el 

30 do septleabre do 1982.I 

* ~II 
DMO 

Atontamente,
" TA Y LIBZlTAD, 

149 

*k~i DCY CS~o 
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I.B 

THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKLIST 

1.F'UA POO
 

PROJECT NO. 51R-HG-YYI 

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

A. 	 General Criteria Under HG Statutory Authority. 

Section 221(a)
 
V "qWTtpropoaed project further one or more of
 
the following policy goals?
 

(1) 	 is intended to increaae the availability of 
lomestic financing by demonstrating to 
local entrepreneurn find Institutions that 
providing low-cost housing Is financially YH 
v iab le ; .... .. . 

Q2) 	is intended to nmint In mrshellng resurces
 
for low-cost hou.jing; s
 

(3) 	 stpporti it pilot project for low-cot shelter,
 
or Ls intended to tivi a maximum demon­
stratkgn impict on local Inst t tutais and
 

_national; and/or; 	 Y_ 

(4) 	 Ls itended to have a long run gcoul to 
develop uinc -tic on-tructlon eapabilities 
and stimulate local creolt institutions to 
make available domeatic capital and othor 
ma.nagernent And technological rewrurcem ra­
quir"J (cr low-oogt helter prorjramsl5 d YO 
volflri" 

Se tion .'t2 n)
 

WlT1wT'L1tiear ;f thits gurarnty reuse the total
 
face atnotint or iir' su1 and outstanding
 
4t thoS tittle 1,)hi V. C- r nf $I, 55,00).fl00. No
 

tu:
IAiil tho gAinmrnnt'/ e . ! prriw to it)tembt 30, 

trtltJI 	 vit!,:Ri 

w toehl[tpd c 

p.(** (afnc2ll+ 41+ whi,l) to tllol shelle¢ and
 
telmIP1! =rltvi,,.* ,ir Ypgi:
 



(2) 	 projects comprised of expandable core 
shelter units on serviced sites; or 

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

(4) 	 shelter projecti for low-income pople 
designed for demonstration. or Institution 
building; or 

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

Section 222(c) 
r'the 	project requires the use or conservation of 

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

Seetion 223(a)
WTWf1 T.h.guaranty foe be in an amount 
uthorized by A.I.D. in accordance with Its
 

delegnted powers? 


Section 223() 
it h. maximum rate of interest allowable to the 

cligible U.S. Investor an prm,%cribed by the Admin­
istrator not more than one percent (1%) above the 
current rate of interest applicble to hou.ing
tnortgngei imn.ured by the Department of iuming
and Urban Development? 

Section 223(h)
W -11-0 -( Ciranty Agreement provi(Se that no 
paymont may be made under any guaranty isued 
for any im nrLolng out of frou(I or misrepre­
entation for whieh the party seeking payment Iis 

respoflsible& 

(1) 	Will t1 proposedl Houing ;tAranty be coor­
dinated with and complomentary to other 
development amintance In the host country? 

(2) 	 Will t1 propxeed Jiouizing (;Aranty demon­
Str*ta the f011lbility Of PartiulAr Vinds Of 

meIX31U a 

ye.
 

V_._
 

Yes 

Vv-i 

Not 	Avi,l ica))!e
 

Y_ _ _ _ 

Y_ _ _ 

Y__ 

1* 
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UNITCD STAT90 IN? mR4AI@IAL DgVgLOPMCNT COOPIRATION AQING?. 

---.-.­ AGgN@Y pQIR-4ygNATIONAL-DZLVKLOPMtNT 1< 

WA"NGO 0 C 10441 

V 	 GUAPWY AUgHORIZATION
 

flB0ECT~ NO. 5le.HS.06
 

~POVIDEDFW Nwsing Garanty Authority 

, FOR I 	 The Government of Ecuador 

Pursuant 	to the authority vested In the Assistant Aministrator, Sureau for 
Latin And the 	Caribbean, by the Foreig Assistance act of 1961, as 

andItedl"tio fauhrt Isue thereunder I hereby
 
a~hoiu th Issuance of gaantil su tho Section 222 of t*FM-ofno
 

toeceed 17es five Mila ollr (i25,000,000)
Inface amount, a"surf"g 
to exceed e hunredagainst $ o 

-~Inte~ hresec 	 to lasby elgib Imo 

fThse guaaties salbe subject tothe following terms and conditions: 

1. --- of --- *I The loans a pptrpe iofup tothirty 
s 	 date of disbursement and may include such termsWI31-Wt'ut

adidtnsas shall 	be acceptable to A.I.D. The guaranties of 
the loans shall extend 	for apeaid beginning with disbursuments or 
the loans and shall contiueuntil such tin as the Investor has boon 
paid In full pursuant to the tom of the loans. 

The rate 	of Interest pay'able to the Investor pursuant10,ltessglut 	
--­toUR 1501 Mail not 	exceed the allowable rate of Interesthalprt to Section 13(f) of the FM and be 

m 	 4....... ....... S~
Ceeistet Wthrtes 	Or Int#et generally available for similar i:i~)'ii '4!i!i.b I 	 -tSO i
it e-l i 

tym of loans owe In 	the, lowfo term 11. capital marketso 

3. 	 *rs lIh Gven s t of- Ecuador shall---o---­
110u'TUTo1TT a !atgumAaty to indinilf AJ.D.SJU1 

4 	 it4tl :ii:),4-44-4--	 ;
69"iust all lee sesing-511by Vve-of AAA.DIs guaranties to the­

-	 i11106eor ~ !g--m;s of the O-------------! 

I 'I I, i4 V 
J i~~iil)!
-,l
i 11 !I>I
i III;iiii 

4l-V4 4 1 i~i i iii, !4 ) ~ 4 ,4i 

*4~ -' I'V'- I'*'~--pi-" ,' ­

4f' 

4 
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4. Fee: The fee of the United States shall be payable indollars and
 
3-a11 be one-half percent (1/2) per annum of the outstanding 
guarantied amount of the loans plus a fixed amount equal to one
 
percent (1I) of the amount of the loans authorized or iny pl.rt 
thereof, to be pdid as A.].I. may d etenin, tl#upon (1.bur .t-entot tht 
loans. 

5. 	 Other lenns dd Conditions: Jht. qudrantit'. shill h, .ujt)jbeCt to such 
other terms and conditIons as A.I.O. may deem necessary. 

Otto Reich 
Assistant Administrator 

Bureau for Latin America and the Caribbean 

Clearances:
 
PRE/HU:JIansen Date
 

GC/HUD:MWil11 lams Date
 
LAC/DR:Djohnton _at_
 
GC/LAC:BVerw.t O)at e. 
FM/t D:[$IOens Date 

GC/tt:MJWlti IAMS:prj:U//?6/8? 
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RESPONSES TO PID GUIDANCE CABLE
 

2.A. 	 Project Strategy
 

(1) 	 Integrated Approach - Subprojects will only follow the 
Solanda "model" when there exist opportunities to draw 
heavily on other organizations for complementary development
 
efforts. In all cases, however, new construction subprojects
 
will be closely coor linated with local municipalities to fit
 
within an urban development context. (See IV.A.I.)
 

(2) Role of IRDS - The rural housing component has been 
eliminated from the project design. Iwever, during the 
course of project implementation USAID will call on PRE/HUD
for short-term consulting services to assist JNW resolve 
technical concerns about a rural housing 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.)
 

2.B. 	 Coordination with IBRD Project - See Issue 1 of the Summary and 
Recommendation 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.).
 

2.C. 	 GDE Commitment and Project Replicability - As described in 
II.D.2., the WOE 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 B[IN loans (see IV.D.), reduced unit costs through
the u!;e of local miterialf at-0 progressive construction approaches
(see IV.A.2.), and the mobilization of complementary resources 
such 	as land, infrastructure, and comnunity services and
 
organization from municipalities and other local development
 
agencies (see IV.B.). This project will reinforce the
 
implementation of these resources by JNV/BLV, thereby promoting 
project repl icabil ity. 

2. D. 	 Project L) sign 

(I) A mix of ;oluLions ranging from hcm,, inprovement loans and 
urbanized lot's with sanitary cores to piso-techo and enclosed 
core units will Ix! tailoretd for each subproject site raned on 
careful analysis of the beneficiaries' neo ds and capacities 
to pay. Preliminary anvilysis indicates that all of the,;e
solutions are affordable to households: below the national 
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median income and to the majority of households in secondary
 

cities. (See IV.A. and Annex V.)
 

(2) 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.
 

(3) Home improvement loans and mortgages will Ix-transacted
 
through the WIN's several branch offices and agencies (see
 
IV.B.). An important project objective is to facilitate
 
repayments through the establishment of convenient collection
 
points suchi as municipal offices, c(mnunity centers, and
 
cooperative offices (see III.C.).
 

(4) BEV iscurrently exlxriencing a three percent delinquency
 
rate on its portfolio. The actual default rate is even
 
lower. ihis 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, BE. will expand its collection machanisms to 
provide more convenient access for project clientele in 
secondary cities aix] smaller towns. Finally, repayments 
schedules will be flexible to accour odate the Irregular 
income flows that are coutuon outside of tme major 
urban/indusrial areas. 

(5) The project neeks to transfer to --ondary citie:-, an urban 
development ffxlel currently being deirnintrated in (.lito and 
Guayaquil. 'Tis mrxel involver thte coordillttd pn.rticilxtioa 

of local organizationis (mun ilxl (JOveL ,TTnts, coop.eratives, 
private enterprine) for the developtirnt ird (:ontruction of 
low incOrTK hosUn* projects 1,Xier the dire%:tion o the JNV 
Begional Oft ices. (:'e IV.11.4.). tider th4 -.ect or loan 
apprmch, the inst itutiona I (Xamj)cit iv.; of- 4,ch part icilktLing 
entity will. he revitvwod at the t:in' of .;ubproject. aij)roval. 
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INITIAL ENV IRONMENTAL F.XA INATION 

TIHRESiHOL.D 	 DECISION 

Project Location: 	 Ecuador
 

Project Title: 	 Integrated Shelter !)cl1vcry for Secondary 

Cities, Market Towns, and Rural Areas 

(518-flG-006)
 

FY 1981: 	 lous;ing Gtu-ranty loan - $25 millionFunding: 
Grants - $ 0.] million 

FY 1982: 	 Grants - $ 0.4 million 
GOE - $14.6 million 

IEE Prepared by: 	 John Millcr, hlousing Officer 

November, 1980 

Act ion eCn)' rd' The USAID ProjccL Cormi ttee intsEnviorn,_ental e.€ ! 


undcrtahe,; anl I i~iiIlt Ihvirtonuat-tal EnXminnation of ti 0ott ia).
 

impacts of the propo,;Cd Pro,,;ra: and I a:.; arrived IL a roe otr1, ndat i (In
 

of a Negative iDUL 'rililtlioll. No adverse etIVJioivivitil iflip:ic :; .i C
 

*il i("uV' 	 idl.t if 4Cd in the ;ttaciicdanticipated. 1he key , n rcnt 


Impact Io't1 and dli;cu:.5cd below wi11 ,'ClinrtH r :1t1.11y.'cd in thet' proj­

cct preparati on. Technical and .irininJ!,trat ivc r,,e;P.rt. ; to th('W;
 

issues will be prc:;enttd in the technical cctction of the Project Paper.
 

Hission Iirvtor'
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Note hi 1':1i t;uvbittvrd in con.jutnction with itho P11D, rvvicwcd by LAC 

oil ,S.1r0h 19, 19'01. 
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~. BESVAWA[ILAtLP DOCUMENT 
I, PROJECT DESCRIPTIOt 

This ,' 	 000 shelter solutionsg from'
 
core :units inoseco ary cities an+id sma+lr town'o ome impoveen
crcd++it+n t+ii& ,d ispr'd r i ara. .... ct cvitis will be
 
carriedouin the ConstciProvince in:d Central Sierra. The
tthe 	 of )nab% 
project purpose is to nsint the Covciriwiert of Ecuador to create 4n outreach> 
system for the ddlive 'ry of sholter solutions tniiored to~the P'ayinG capaci-

Aties of the poor 'ili-priority secondary cities,,imarket townis, and rural areas 
and to promote~, inluigeas that integ~rate thesie activities with other ongoing 
COEl developmrent proCrams. 

The following selected portions, of tho PiD describe the Pro~raui. 

A. Prorim Comiponents 	 . 

is olocations 

As cui.rcntly planned, the Program rroposed In this PID -~ 
will, be iplemented ill two distinct ncograplhic reCions of thio country:
(1) tho-central Sierra includhing the. Provinces' of Chiggborazo, Cotopaxi 
and Tuniiwraliua, and (2) the coastal Province of .11=14'. Thec GOE, throu;1h 
£ONIAL)E5 hab piaced pt i'rity oil thesei regions for national investents8 due 
to their large rural poverty population, extensive out-mi~ration, and 
the thelter probJlcms and doeicits found throu~hout Uiosta areas, 

*These tvo area also contain six of the- soventeen IRD 
projects includegd in thc COE's Zoational De~velopment Plait. 71troo of 
these IRD pirojects (Qu ingr-)'enpo,Chlep.ora-zo; Salceds ,Cotopoxi; Jipi­
Jnipa,Haiiabl) aire receiving .A.I.D. funding.. Ivo other 11M, projects 
(TunpCur.i1hua and 1'uerto-lUa a :i,' Kin.,bf) aire or will be rocoivitor. World 
Batik ftt.Iinj. And a sixth IW project (Cuannto, Chir;boraozo) will be 

014 wllAren. drect 10 C01t 10U~n, 11V0tr~itStosecondary 

Otto to todititLiit naturo 	of thit two' rorLoiin (11,iatit nodt tiw ccsaral 
eerh'n, ..611orri), OttWE ill Iii.. pplicailg to the cttir- coti.try 

not Only i ti'till of 411 (!(crt 4'v1'nphicl aind culturcii tti-n" buit 
ooo lii terms of, obeltr requireiretito nod moiiionn. flur tio intooitiva 
revLv. idltiunoial loctidos raohttd to othler C01: 11tW projocto stay also 

21 roholler Altorit~ivon 

W(I ar . Ii popilm:itioll. to ontch soettt'iit litvol'~t1~ ut 10trllroo|+i41114 it:ryvcoe 11lltLjonti 	 .111 

11.11.1-111119 1j4 	 iblit WitlioiiIv(1k ,~t~o 010 	 vt0C.110liu~ 
g--- aW1 e :, ( " 	 yj i n 5, <5ro si ag. 

.5' 	 --++ .+,+ + +C + 



-- 

n4 rangingfrom corc units 

3~rl towns3 TaimA4n the seodryctespmdr ndoIllr co- 'pr and Ihornadoed o 64et,crodit~V 

*~ ~339 lw itib!; ad.costs 0o('housing;sIut ions by, goo-TOJi~ It~PdCfhUOW)~if~~O~OQado1o 

prerss'vlycompleted 'Ait.,wl b'6 oe'o in projects froml 50 
units (n~rutalaresaD nd~ Marke i4 twnn to 50 unitt (in. oor ujrban 
oras)ai, 'dot~idi~oo local~d~i~nid, 'insthutonal deulivery Mocliattiist:, 
aviaiiyo in, t. -Particular~ramphioinwilL~bct placed upon 
thobstpos'.101 iiic 'of availabic, loal buildinp, ia~crials an i nmcarns 

of -rodU61im,11oltercosts and Psan'dxamIrn to d&Lic iniformial 'sector of 
howtuchfuh"ritevials may, beput~ to best u'jc. This isLian important 

*elemcnt of the Vrot~ram as localJ.atorials oevrlly are available but
 
not well utilized.' ~ ~3
 

<7h aHome improvemecnt projprans 'willbe of~two 3typoss those
 

that present the possibility of noi.~hborhood up,radinB' through the
 
of related infrastructure yco~ms 'in coordination vith 

improveQmnts to, units themselves, anditona which iiro dispersed within
Sdevelopmeunt 

acomimunty and provide for Move idivdualizd Improvements (J'$Benw~ 
>3roofs, 	 cemento toudlti~is, onsite wateriand cower systems, etc,). 

~,3.~ 	 Instiutional Oututi 

Inaddition to physi~canJ hlter, certain coordinaition an.d 
I.nstitution~ building Output$ Aa to take place. 

'h~ a. Shoitcrdoliver*jprocess., nuring implouiemntation -of 
3 -. 

thorogam, he nstitutiona'l Larringemonts being proposed here will 'Co' 
­

tested and adjustmonto will bo m~ade so 4a nhelte~r delivery ritcch mnism for 
tho tarcet areas can be cottblilhd and ituiction on a permnanent- basis, 

Corinto with ,.Lt'onal and Local Povelorry~nt. Arti-, 
33b. 

areas, there will be' couedination w'ithm other nai~onL:L itivestmoimLI. mado 

-r 	 vittdn local3 'settlm4n (or ,ooom, niarketo,, othecr cot2ntsflhy raciiLitic,
 
find illfratLruturu, its wall *no othear lairga invostmOets to crtniuojobi
 

3~througth an imuspimovedi al-,ictilLisrsul atid hijnJitelal infrantrtisctre. Thin 

~ted approach to vMiil this pr~lomi of Limo poor in thd o rguL tc~. 

. 3Ce~3~C.4Ctfismify velmn tt and (Otli-int i pi. A1IltiuphI iLhe 
of' com UiC17yQ Liontiioexn It L ua areiiim; OiOi
 

3" Uirkat townti ofthe'Start-it Wn tho foret of (lt, mfitn, offortti wv1 o. 


M.1410to lliMc iiovti'o'itN V11"MtiIliL' do11W.moo a1tIVtivt iti~~ tiliotloI 

433olcmento 

.1h11 
-it-k'projects.mtii, i ore tths'Nil%$i~ tgiv IV I ov-iv that1' art.< 1>do, 

fiilelt 11211041 Wit 	 11113-'Y16to.L.'33. w 411 410 ivi 141. 	 t I 
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i 24. Public Sector Loplnl dRetonal Cordijnntin..,,,-~ 2,~ 

The uniipaitis w l dcntiry m.mticipal growth areas,coodfnto orrspndingdvelopment and service activities, develop~ppprpriae bild in stdnrdih and cos, and app rove project~plans, 
SRegiounaldevelopment 
 orInniiations (in 0rticular, tth flonabr Raioa 

by~.. i~cur~~tn3I~~noownrs(ip,''providing incentives fortrosidunts-remain lere they ara, and reJinforcing thea przoc of~planning .dol 
to 

- opmaiit, and, coo rdinat,Ion and theo(flow-sof infortlation on theo locailand 
regiO~onal leves 

':~44 *5. rublic Sctor National Coordfhuntion 

:This wilt involve dlie .llocat;pbf,:roourcos, and. coo'rdi­:nation of rraMln 
 a aa~thaovel. t11rouqhCON4ADF. the IRD 
'Sacrtariat, the ministries roaspoiuibla for tiorvica.- dovery, IN4V/DEVI-- la 4nd. reform, and other COE. entitiics activo in' the. target. rcs~onx..Thefo-E.'w of information dovdloiod4 mtti-ovlfo il 

.the progr.mbuseful in linkilnu iivostmangts 
-investments included ihthe National Dovulopmn 
be- in shelter. with otheor public sector. 

ln 

6. Tehia 
. 

.ntncV. *Approxima.tely 
 US$500,000 intwo long-termn advisors and.
other short-term tecinical' assistatica will be provided.' The 1on;-torz
hosn advisors will work principally with the JNV, rolonaJ a~oncigs,
14 and municipali ties Inthe planning. coordination, and dcaln of projec:sfor, two yearsi. Onu anvitior on tbhi Coast and 0110 in the Sierra will worwi:th C0O1 r'icioti on a lonp.-toru, btis to ililcluent the shelter dolivorpjrocess all 
 vu?ilaoti y how (OR, rveourrusi can be utilixed to ri ntorco
-!ho.1tar and municip.tI dt'voJellmoit ncLivitioN~. 
 Tho ex.perictice ;ianod-tlrotit, this asitnt piny eciiitribut to th doielopmgt of a possiblonot A-01.1). prorrm fit wttnicipaul adii nfiscrat oit.) Each loon tertl adville.will *coordLnitto thu followin juslu*tall~ev: (it) tinhort-tc'rs con,tructioimetrila aivoc to identify local. 'm;teriloto Ito used, dovolop Luch­niques to eriliy, thlose MlLc1'Iui; in project developments And prepare a,
mnunl oil tholr- uttll.satoni (to) shin-to.ria atiltitfnce to .1evc-1opw 

tuch­niqwul for'htronn~)ini- roral atiid miko town tiiter and tito forti. (or col'C mterll...iju, Jind r'patyino loiini~j gIvan (to unturo of the agricuLtural
-cyclol (e) t ort-tern amttugn.tie it%unviro'nmi'itial P1111111l11.to de'vc-'io 

4 tochiqut's uid *titadii, t'o volop comintly llval infr~attrocture; (dlsh-lort'a'Wi~n'ulstjncu lit rmuiocipll~ and local 111411111111R do'veIUI 1,aitIJ 
.4, fintojg; (to) 

0
trnilning to allow thia patrttivilltin1 1 1Inntit(%into to builefi'>~.7.f.from othet~r e pi'rh'ngl', in iti Mawriv~ait romarles intiulmlar rnsjoctts. 

/444lefll C. 

110pora ,fln o'onafoan oiciio iinihloq., l iintI4 
441 

http:P1111111l11.to
http:municip.tI


~d4p 

Page 8 of 1 
'' 

44~ ~~~~~~~ctn n'o~~lSnI1YD~--

AL....I ;i ~ ........... 

Si444 andT1AD 

_ 

4 

4'4444tfi 

lionroveent 

<'-4 

Im 

-<'4*~'-~~~' 

10 001 

4#000~4' 

29cr 
4 

0 

92,6­

i1 d 

'* ~~ ~ ~ Jr q Town44.444-

Now4444>~ Unt 

11ome Inrvmet 

~4444~44.4444448 
Su -oa 44 44{0 

10-,0 

44' 

10425 

-730Iu 

20155 
~ 

61Co 2t025 

252g67.5,4''4 

Now Unit '' 35044,'44 -~4 44 

900,00 

4 

. fi~ tion/ Yhpom~~t 
1,200md0 

AtO14-4405m 

2,5000000-~ 

Ws 
4 

.03. 

110f 11 

wil&it0O 

llo 

on4 

-ahlcl 

ar p4me 
4IM444~ 



~~ Annex '1.4 . 
~ ~~ ~ ~ ., 'i~ I '~xr~;i Page 9 of 13 ,'~" 

Bu4aiz-,o 3' page4.US$0. mllinar Tbl on the proviouH 11'q 

construction~~~~~~~~.
nod hoeIpvmet 
 fU$3. ilonwl efiacdb
 

ti S2 ,U.$35mlinfo *inI 
 h BIN'' (repr ;; t in 4 ~5 t 

and: ommuitylonfaiites uuuilzboad'4on Tbl;oca,oluios a pr.oct'"4'4

co~ruCt oyeiioiunk I $39 e(n
plon~it' IRD'ia A t oft Un65.i'4il4 

anod
and-trailPNG 

Several o thc' I Prorn evlent wilbov7~oanviron&mons4 ~r~ctno~ .iat 

'44' sitarawul'4 bo'finowind fimbiy'. and mo0iLion's>(dconstartidyprject
 

The do ltilcoradvrs env~uionmenta IPAct 0xi0Voinl In itaton 
wll b
whor lad clare andpreare fo nowcontrution 
 Wih rfo,
 

-'Soori, 
 owtevPr, sr haothr van aentwill uesnonimpot 

Theoin~u, so Ared nInoesd pouprlatin lofn - coinsfrom 4od unch­

wihl bProafit notllnuodor rops Improvnd hsc'ditiga boutrumcreiouslyjct
inbovaral'4ltiorla phyTn' t -dabocialof twLiiod oIas'fi chlPJol­

t~aiu"projectsth
1-10 1110 o oit'tIn wpater xti ral iliviront iarpault isbauod oe the'ion contextanImkof taion of 'itt land futoes' n lituad
ptnifr 


encc~ohn'Xnpot todanltfcthon waond ~atiron 1'or 


The011 dwntov boneironontisymp oIt nayi Sn.ii btionsnno 
t (ill followIngAy4m
 

. AdUseP.vi (. The harae of lan f ttiio1tvoo2 acrV~oJoJJprojetpe011l111 or"~etsitirvr.on(rcntrcin hi olo 

4 



Page 10 of 13 
A. 4-44-4-' 

m 
Cutual Th des hiomna 
r~a ilcuen 


.v1adsociwonicoflts to,~ F So4-cioetu noi.The Prorramin willaus 4- ­
4-~ ~ 

Ipeaai n fnoluion wililprpoe hato assureth ovrnet
 

ay-'-~-­7'thone ,ctonstemoytenarea.ou 

2.Oo contione rsites lofcmpostdlousci alternaies feghorth
 

oprto n anoaconf dhoaterond
nos will bsecthe offetve 


inc.ld 

egtation ac-oetion pred hand, pbrevetoin rotton.
3. Pparationr of a site for ch~onstruton bus mens tret an
 

peril b'sut 


review .'dentified
eonirnmentol Lhoiuprojoastpar o to tehnca 

ust tesd oincrio­conern wio~lcleadrese twhoughnj soitructionan 

Mi-nds­woi-thin tahd
Tht @(fcun arnnlynltU11O o Pub~~l orkUa TE) 

2environmental systdesino th adexctin A forninh 
conzn CO aucoetriotyl AOrosto alo plactinpalteri 'Ind 

thd~oalfpub25tSl warmutclearance for. watrbndoweatel copotet e 

Identifieimportafnctos unofiial tn~ransmlatonQLoflThocolorod. 

loaintenco o the oter ad
ofctivo opration andh
a) to~1Jwo thelt 

wfio~l underon ndivual
entachipotential sit forhontructioon 
4-. 

tldtrentto). tnlxnol evatloton asoprto of thoto wictita reiew fied 
414tu~ ts l 111 o 4cocIn (11 ili)W1tk& s411Jts ydr~ost I1l@e@L noit ite 411f'CU C %.be 



Annex I.E.
 

Page II of 13
 

vaste of resources;
 

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

d) to stipervi.ie the execution of the National Potable 'ate" and 
Sema'rage i'rogr.a; 

e) to ndJ(.rt., Ve :td ie..; and construction through contracts with 
local govc riv:ent:;, and othler entities involvd in potable water and 
seweria;g ," tv;;,
 

f) to provide teclin ical a-;:; v.tance to jocai governments and other 
enitie.; to tnd.,-rt.ke ! 'tidie.,, plant'ing, Com.t ruct]ion, and adr irstration 
of pot, 'v .;t ,t .111d ,;ti ag e tevices; 

g,)to coordin;ite and control foreien loans and loans with national 
inititut ion;, it accordance with the laws inl effect. 

http:tnd.,-rt.ke
http:stipervi.ie
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organization, allocation ~
 

",~~ reported to Congres (or ~9
 
not more than $1!million 


9. 

that amount)?9.99999'.over 

2,a9iiaii~Im w. 1.a-1 'Prior .,.,. 

to9999oblgaio Ineces
Ofog10,00, ill'there be (a) Yes, the pp

a16Pripwate. plans s 
contains 

99of osts ae P.;uwented in h pp. 

9 
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(a) 	engineering, finan­
cial or other plans
 

necessary to carry out
 
(b) a
the assistance and 


reasonably firm estimate
 
of the cost to the U.S.
 
of the assistance?
 

No such action is required.
3. 	FAA Sec. 611(a)(21. It 3. 

furtberegislative 
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?
 

4. Not applicable.

4. 	 FAA Sec. 611(b); FY 1982 


A prpriation Act Sec.
 
501. It for water or
 

water-related land
 
resource constr.uction,
 
has project met the
 

as
standards and criteria 


set 	forth in the
 

Principles and Standards
 
for 	planning Water and
 
Related Lan Resources,
 

19737
dated October 25, 

(See AID Bandbook 3 for
 

new guidelines.)
 

5. Not applicable.

5. 	FAA Sec. 611(c). If 


project is capital
 
assistance (e.g.,
 

and 	all
construction),

U.S. assistance for it
 

will exceed $i million,
 
has Mission Director
 
certified and Regional
 
Assitbfnt Administrator
 
taken into consideration
 
the country's capability
 

to Mbintain
cf ectjv'2Y 

the 	project?
and 	utiliAze 




---

4 -1 ~ 4 ,- pp-~9 	 .~ 

-~ 2-#Page 	 3 of 1.5~-~-A' 

6.FKA Sec. 209. is,8 project~ 61oThe project is.taibre 
Ssusc 51;blto twexecutionl 	 o meet specific institutional 
as'part~of regional or- <f-£'>v--#e :-ThN ,
 

-Muti-la ter al-rolect an nof
wlbencourage' 
sot' why is proJect nfot 80o re-- ft programs.Igi~onal dyzo 

assistance will eficourage­
regional developm~ent

prograisouU,K-

7.	 FAAec 60( 7. The project'will fostr. 
inform~ation, ant private initiative and , 

conclusions, whether compttion iby encouraging 

4 


projict will tncourAge 	 private developesto 
efforts of -the country present housing Drpsae 

to: (a) I.ncrease :the. for financing andby
flow of, intrnational~ 	 enfcouraging private atchitects 

trade (b)fostr 	 develop rw designs forpxvateto
foterPt.low icome nousihg. 
comptitioneand (c) oojprativsill be eligiblse 

t~ad~ () 	 Rousin 

and 	 Cc)forco~npet~tioni 	 'assistaeunote 
encourage 'development and 	 io .an cplundthe~ 
Use of cooperatives,, and 	 H oncmoeto 

creit niosand * .therproject.W 	 The technicalcredt ui~h&,_,efficiency of the homesavigs industry will bend 	 oanconstruction 
as'sociationsi (d) *improved throligh the design ­
discourage monoolistic nn9vation t6 be tested undr,
practicehi (0) irofeth 

-, 

project. ~-7 
technical efficiency of 
inu rl giutr and ii 
commercol and (f) 

unions@
 
S. ?AJh Sec. 601(bl,* 	 R. The No loan component will

Information anda encourage 04,.private inVest­conclusions On how 	 mn nEudr yfclt~
ill
prolct,ncouageting 	 the implemetation ofu, s.* private trade and the No loan# the grant om­

investment arad and 
-

ponent will indirectly 
enonag pinat U*$-~ encourage such investment* 

assistance programs
(incluiding use of private
tradel channels and the 

~>-services of U.S. Private
enterprise). 

4 
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pAA Sec. 612(b) 636(h),
9. 

.FASec. Appropiti 
FY 1982 -Appropriation eprjc 
Act Sec. 507. Describe 

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.
 

10. 	 FAA ec. 612(d). Does 

the U.S. own excess.
 
foreign currency of the
 
country and, if so, what
 
arrangements have been
 
made for its release?
 

11. 	 FAA Sec. 601(e). Will 

t-he project utilize
 
competitive selection
 
procedures for the­
awarding of contracts,
 
except where applicable
 
procurement rules allow
 
otherwise?
 

12. 	 FY 1982 Aproprition Act
 
Sec 521. 1± assistance 

is for the production of 

any commodity for export, 
is the commodity likely
 
to be in surpl.s on world
 
markets at the time the
 
resulting productive
 
capacity becomes
 
operative, and is such
 
assistance likely to
 
cause substantial injury
 
to u.s. producers of the 
same, similar or 
competing commodity? 

13. 	 FAA 118(c)nnd LdL. 
Does the project comply 
with the env ron m e n ta
 

forth inprocedurl(" r,.vt 
A) 	 2)6? Does
 

9. Host country contributions
 
are 35 percent of total
 

css
 
project costs.
 

10. No
 

11. You 

will be 
provixd for nny commodity 
or export. 

12. No avltfany 


13. You
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prowt te a-c suppot r4~4, ef-epoot~u± 
of font- of.- f~4 h bnftin~eopta 

4>--hi3*' w-1 ir sta aQihldW~. requ; x@Sdevooeeleeoping 
tbeftt 	 from~thed fmiy
 

tehil
h-'-Y< -' ~pometof women-isnainl 

coom'eatof developing2 	 '~ 

adt 9te Lati01'countries? and the±O
4-


Konre
ilb
ounteies? 	 Amria 


104 10.1 DcO4>4 
*,-:crieriayou 

prTAe:~ 

9(functional acout
 

.4zAAsec10. 	 c 4 -es* Incorporation of h 
-UVV 7 of 	 housingC.lp-*sM*S 0empJf~iOSSpPIam~innovations in 1low incoua

tcJolol 	 housin ita6i obI active of 
rpriat 

(reltivey
sm arttheproje..'
 
4 ~costti-saVing abor--using 


<<* 	~'r 
4- 4 

~ techrjologie5s that- are -

4 0~4 

>4 	 4o 

generall most 

priate for thesmall 

,farms, small businesses, 

poor)?,'-4 

d. Yes. A host country aontrlbu­
-d, 	 a.-c
11(&-*Wll


tete recip encw ytion of 35 percent is planned.: 
provide At least 25% of 

tecosts of the program, 
~-4- ~, prolect, Or ActiVitLy 

-.--­~'~-~ 
4 '

-

u 

--

with respect to Which the 
assstnc is to be
 
furnished (or is the ~­

---	 -. 

.- latter cost-sharing 
4riquirmnt being WAived 

, 	 for A frelatiVely least
 
developed" couantry)'? 
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FASe*10 
Wil aia 

b 
grn 

.- pplcbe 

thanl grt ifs, ba 

jusitf$,cation sts 

ma*.and ~efforts forother -fnancingi o i~swbewrecipient country ~ ~ 
:­

defined a capital project J,~ 

* 

,aiteration of 'a physical
facility, or 'facilities 

.financed by A2D dollar,assistance of not lesx
tbsp $2OOOOO'r including
related advisxory,,:
mansgerial, and trai inq
5*v casp,an jkunde~. 
project of a predob..
Inaptly technical,
assistance character,*' 
f. PM..See*p,22bi.
~the activity 9vC'"
reasonable promise of
contributing to the
development of-economic 
resources,or to the
Increase of- productive
capacities and self-sus.. 5tamning economic growth? 

--

' 

"osa.h project will contribute 
to the deve2 omnt of key
ON housinv sector 
Institutions.* n turn# their
health* functioning and 
OP~ration will contribute 
directly to the countryog

MOnRLO development. 

Dcrb tent towhich 

particular needs,, .Deveipse~nt,des~res< and capacitiesof, thepeople of the.
cowi'tryl utilizes the 
country's ntellectual 
reaourceq to encourage 

to the housing sector newss 

Plan, Technical
&Aseiutancewill becontracted from souadorean 
sources to Promoto Institu­
tional development., 

* 
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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 
to repay the loan, at a 
reasonable rate of interest. 

2a. Not applicable. 

b, FAA Sec. 620(dI. If 
assistance is or any 
productive enterprise which 
will compete with U.S. 
enterprises, is there an 
agreement by.-tbe recipi ent 
country to prevent-e'xports 
to the U.S. of more than 
20% of the enterprise's 
annual production during 
the life of the loan? 

b. Not applicable. 

C. ISDCA of 1981, Sec. 724 
(c) and (d)-. if for 
71-caragua, 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(g)? 

c.Not applicable. 

3. Economic Support Fund 
e~c riteria 

a. 	F14% ec. " (t). Will 3a. Not alopl1cnble 
t-s ,sHtnce promote 
OconoTilc Or politica' 
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stability? TO the extent 
possible, does it reflect 
the policy directions of 
FAA Section 102? 

b. FAA Sec. 531(c). Will 
assistance under this 

b. Not applicable. 

chapter be used for 
military, or paramilitary 
activities? 

c. FAA Sec. 534. Will ESP 
funds be used to finance 
the construction of the 
operation or maintenance 
of, or the supplying of 
fuel for, a nuclear 
facility? If so, has the 
President certified that 
such use of funds is 

c. Not applicable. 

indispensable to 
nonproliferation 
objectives? 

d. FAA Sec. 609. -T 
commodities are to be 
granted so that sale 
proceeds will accrue to 
the recipient country, 
have Special Account 
(counterpart) 
arrangements been made? 

d. Not applicable. 
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5C(3) - STANDARD ITEM CHECKLIST
 

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 arranged under
 
the general headings of (A)
 
Procurement, (B) Construction,
 
and (C) Other Restrictions.
 

A. 	Procurement
 

1. 	FAA Sec. 602. Are there Al. Yes. All goods and services
 
arrangements to permit will be procured inaccordance
 

U.S. small business to with applicable A.I.D.
 
participate equitably in procedures which encouraqv
 
the furnishing of small business participation.
 
commodities and services
 
financed?
 

'2. You,
2. 	 FAA Sec. 604(a).'-Will ai. 

procurement be from the
 
U.S. except as otherwise
 
determined by the
 
President or under
 
delegation from him?
 

3. 	FAA Sec. 604(d). If the 3. Ecuador doeo not dincriminat. 
cooperating country aga1i rt U.S;. marino innuraace 
discriminates against companies. 
marine insurance 
companies authorized 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(c); ISDCA of 4. Not applicablo.
M 6 	Sec. M5(b)i. If ... 
o"F7Ftore procurement of
 
agricultural commodity or
 
product in to be
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financed, is there
 
provision against such
 
procurement when the
 
domestic price of such
 
commodity is less than
 
parity? (Exception where
 
commodity financed could
 
not reasonably be
 
procured in U.S.)
 

5. 	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?
 

6. 	FAA Sec. 603. is the 

shpping excluded from
 
compliance with
 
requirement in section
 
901(b) of the Merchant
 
Marine Act of 1936, as
 
amended, that at least 50
 
per centum of the gross
 
tonnage of commodities
 
(computed separately for
 
dry bulk carriers, dry
 
cargo liners, and
 
tankers) financed shall
 
be transported on
 
privately owned U.S. flag
 
commercia! vessels to the
 
extent that such vensels
 
are available at fair and

reasonable 


7. 	 AA , . 
te .c--'rical 
financed, 
astistatnct, 
by pr:vt,' 
a coritU3Ci 

rates?
 

t 

will such 

be furnished 
,.riterprinse on 
biict to the 

ac Icable? f the 
fac Itie, of other 
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5.Not applicable
 

6# Not 

7. All t.ochnivel nin intanco will 
provlded toy 'rivato 

ont.rpriit tin nn ront-rnet 
hbniis.
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pederal agencies will be 
utilized, are they 
particularly suitable., 
not competitive with 
private enterprise, and 
made available without 
undue interference with 
domestic programs? 

8. international Air 
Transport. Fair 
Competitive Practices 
Act, 1974. if air 
transportation of persons 
or property is financed 
on grant basis, will U.S. 
carriers be used to the 
extent such service is 
available? 

8.Yes 

9. FY 1982 Appropriation Act 

See. 504. If the U.S. 
Government is a party to 
a contract for 
procurement, does the 
contract contain a-­
provision authorizing 
termination of such 
contract for the 
convenience of the United 
States? 

9.Yos 

B. construction 

1. FAA Sec. 601(d). If 
ca p it at ( Ll., 

corstruction) project, 
will U.S. engineering and 
professional services to 
be ursed? 

al. Not applcAble 

2. FAA Sec. 61C).contracts for If 2. Yon 

construction nre to be 

fin^llc', will Lhey be 
let om ,I competitive 
bar'i., tLCmxium extont 
practicable? 
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3 F if fo 3.'Not Aicable.
 

3 furnised620 thc. s ot .III I AN E 

(eoductive _________iventeprie nteptitha 
wer dU~5ed bted inS the t 5 <5 -" 

+'5 ....... i! ! i i!! !i~i5' + ' !ii! iii i i!ii iil! i ~ii~l' i I'I ~ s ~> " "'iii
Igyp Not ppl5abe' 

aevelopm nt loan, is,lotionsiterst ateat.. least .20 5iestz iii~i! - + - ! ii !.. ~ iii~~i !!!i.. pe~r nnu~ during grace

peiqd and at least 3%
 
pet annum~ thereafteM. 

2. JASEC. 3021 d -Iif fundebley No.;. ~ia y,2. w~abhe. 
.. contributions and 

administed byLan
 
J 8c. l2b) ZI c"- ...
AA * 

organization *os 
Cam troller central bave 

PAA Seca 620(h). Do 3. Yes. Arxanpmts
arrangements exist to pmle actiitietesa.iginsure tht'United Sae ttd
foreign aid~is riot used
 
in a manner which,
 
contrary tthe best
interests of the, United
States, promote& or
assists tbe foreign aid
projects or~activities of 
the Communit-bloc 
countries?
 
11 arrangements preclude y.Te'
use offinancingo 

- :'.7+ss7 . .. . . ..... ....... .. . ... . . ........ .. .!::' ++ i:ii!ii++,++,+... .+l ++ ++ + ++++++++:. +++ i :i :++++ "++ ++ 
....... ++''+ ++i+ +!+..... ... . .... . +++........ ; ++0 :+++++:+:+(++ '+++++!+
+ + +>:+++)+: ++++i !+ 

'5 55!5'5¢5 - - :+? , + +++++ +: ++ + ++:+,++ 555+,e:1 5'- --45. .+.t ++ s +i+IYpTr oryfo 1 +',j, *.. +:+i+:i !!ii : +.,+ i!++ +:!,++ ++ ks-''5~ 555~ 55 ' 2<~~ 'V '5++'rg7s5?as a. methodrof family 
S 
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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 a means
 
of family planning; (4)
 
to lobby for abortion?
 

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

c. FAA Sec. 660. --To
 
provide 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 activities?
 

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?
 

f. FY 1982 Appropriation
 
Act, Sec. 503. To pay
 
pensions, annuities,
 
retirement pay, nr
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adjusted service
 
compensation for military
 
personnel?
 

g. FY 1982 Appropriation
 
Act, Sec. 505. To pay
 
U.N. assessments,
 
arrearages or dues?
 

h. FY 1982 Appropriation
 
Act, Sec. 506. To carry
 
out provisions of FAA
 
section 209(d) (Transfer
 
of FAA funds to
 
multilateral
 
organizations for
 
lending)?
 

i. FY 1982 Appropriation
 
Act, Sec. 510. To
 
finance the export of
 
nucl.ear equipment, fuel,
 
or technology or to train
 
foreign nationals in
 
nuclear fields?
 

j. FY 1982 Appropriation
 
Act, Sec. 511. Will
 
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
 
Human Rights?
 

k. FY 1982 Appropriation
 
Act, Sec. 515. To be
 
used for pubicity or
 
propaganda purposes
 
within U.S. not
 
authorized by Congress?
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INDICES OF HOUSING AND SERVICES CHARACTERISTICS IN
 
SECONDARY CITIES
 

Demographic Patterns 

Growth Rate
 
197198 1980 Population
City 


4.65 1,116,280
Guayaquil (Coast) 

Quito (Sierra) 4.41 807,665
 

Cuenca (Sierra) 4.12 139,209 
Machala (Coast) 7.02 107,279 
Ambato (Sierra) 3.71 100,046 
Manta (Coast) 5.16 89,468 

5 68 87,464
Esmeraldas (Coast) 

5.34 84,574
Portovlejo (Coast) 

Milagro (Coast) 5.6? 76,901 
Riobamba (Sierra) 2.90 71,104 
Quevedo (Coast) 7.18 68,214 
Loja (Sierra) 3.77 61,610 
Ibarra (Sierra) 3.94 57,116 
Santo Domlnqo (Coast) 8.66 51,377 
Bahahoyo (Coast) 4.19 37,827 
Chone (Coast) 4.78 32,595 

3.10 30,694
Tulcan (Sierra) 

Latacunqa (Sierra) 3.00 27,574 

Source: IN[(, Proyecclon de la Poblaclon del Ecuador por Areas Urbanas 
' y Rural, Provirnciasy Cantones 1974-1994, Abri, 1978. 
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HousingDeficits
 

Number of Units Needed
 
To Acconmodate
 

To Replace New Household
 
Growth
Substandard To Eliminate 


Units Overcrowding 1980-1984
 

City (qualitative) (quantitative) (quantitative)
 

4,/50
Cuenca (S) 2,201 	 5,604 

6,258
Machala (C) 3,820 	 3,826 

3,045
Pmbato (S) 2,068 	 2,707 

3,428
Manta (C) 2,945 	 4,388 


n.a. 	 4,150
Esmeraldas (C) n.a. 

3,749
PortovieJo (C) 3,556 	 4,829 

3,668
Milagro (C) 4,004 	 2,568 

1,550
Riobamba (5) 1,023 	 2,820 

4,070
Quevedo (C) 3,176 	 2,352 


Loja (S) 1,267 2,302 	 2,363
 
1,744
Ibarra (S) 1,488 	 1,731 

3,507
Santo Domingo (C) 1,332 	 1,089 

1,264
Babahoyo (C) 1,884 	 1,696 

1,289
Chone (C) 	 1,388 2,081 


n.a. 	 767
Tulcan (S) 	 n.a. 

639 1,014 	 663
Latacungi (S) 


46,265Sample 	 28,066 48,082 

Note: C-Coast; SaSlerra 

SOURCE: INEC, unpublished data.
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Availability of Facilities to Households (1980)
 

Percentage with 
Electrical Pid Private 
Power Waer ToTlFhT Latrines SewerageCity 


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) 
PortovleJo (C) 67.1 89.7 75.8 18.6 49.3 
Milaqro (C) 66.5 96.7 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 (S) 91.5 97.5 80.0 1.4 82.0 
Ibarra (S) 88.5 88.3 72.2 7.4 73.4 

79.1 62.6 66.6 15.2 54.0Santo Dominqo(C) 
62.5 93.4 60.9 15.1 51.6Babahoyo (C) 


27.6 7.4
Chone (C) 54.3 76.5 62.0 
Tulcan 
Latcuna (S) 90.8 94.0 81.1 0.8 83.4 

SOURCE: INFC, unpublished data. 
Note: C - Coast; S - Sierra 
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" Die scription ocf IllutrtiveSubprojects 1 "' 

The- list ,of, subprojects%contained herein is representativeWo the typicalativities to be financed under the HG loan. Each .of these activities are~ 
reflected'in the JNV's programmuing docuiments~for. 1982-84. 

PortovieJo 
PortoveJo is a component of the National Development-Plan's priority 

2.growth 'role area that includes tMantaland Nontecrlsti as-well as the capital ofthe Province of Manabi atid'site of theJNV Regional Office. Its populatton in1980, reached_'84,574 3reflecting "arate of: growth zof' 5.34 percent per nnumduring the period 1974-19800, The availability of >basic> infrastructure in 1980'showed that' 67.1 percent'-of the'poptlation' had access to electricity; 89.7 per­-cent had access~to water; and.49.3' percent had access, to sewerage. It is esti-'mated that 'approximately 3,500 solutions-~will1 be needed to,replace' s'ubstandardunits. 'This need will be addressed~through home improvement 'programs. Im­proved local materials will be employed by localuilders In3 the improvemientarea. An estimated 8,500 new solutions will berequired during' 1980-1984 ofwhich 4800 are 'to eliminate overcrowding and 3,700 are to accomodate' nowhousehold formatione 

1. APlan Piso-Techo subproject is being developed by the PortoviejoRegionil Office. me project calls for 450 minimal, unenclosed solutions with an8mconcrete slab and covered with a 'alvinized roof (gs-eh) hsubproject is to be built by private developers following PJNypoMy of lever­
aging its resources to provide greater coveragei-expand its Implammntation
capacity, and control its' aduiistrative costs. The first stage called for, inthe 1982 Operational Plan will be a pilot effort of 50 solutions to be builton lots 2of,90nz. The second and third stages to be constructed during 1983and '1984 will be 200 units each.2 The dwellngs are estimated to cost S/90,000(2727) ini1981 prices. The total cost is estimated to be S/40,500,000 or
1 3 mIllion, 

* '~ 2. A pilot home improvement program will provide loans to low incomefamilies in squatter areas now appeari ng on the hillsides airound Portoviejoand older# established neighborhoods that have only 'recently been reached by
"nfrastructureI distribution"'and trunk lines. It is anticipated that the prin­

3 ia Imrveet will b'e service connections and other infrastructure re­'latedconstruction, include sanitary 'core and kitchen facilities,Thitwould 
'primarily.' Materials replacement loansfwillalso be made especially for roofsheets and poorly ;antaineai wall and floor Materials, The progrhm will be

Iar
0000dot nsae the 'first of which being a pilot effort providin
S/3 00000 90b)os or 2 

with maximum loan amounts being S5SO000 ($1,00)at leastt60 loansi This program will' provide the Regional Office with the 
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administrative, promotional and collection experience to be able to manage the 
larger proqrams 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 rolp and located approximately 50
 
kilometers from Portoviejo, on a paved road, a site edsily serviceable by the 
JNV regional office. Manta's rapid rate of growth of !.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 sewerage; and 86.? percent had dccess to water in, the areas that had 
been urbanized Pxcludinq the suuatter areas. 

It is estimated that 2,94S shelter solution will be nvetded to improve 
substandard dwe11ings. As much as possihle, the qualitative element of the 
shelter .Jeficit will be addressed through holne improvement and neiItqhborhood 
upqradinq loan proqrams.. This aPproach views e1xist.irel dwellinlgs a'. an 
investment to be improved when necessary, not dicardvd. Improved local 
building materials complementary to and rompatable with the exist il 
structures will he promoted through the improvetrivnt and upjradIing loans. 

The improved lui hdin( systoems would , tre.sr mit. ad improved 
desiqn that would lead to increaseid duratllity as we Il as othe.r ifrrproveiments 
such as standariilno dinw rislons, I ml,.he.,, re,,;ItAneL4 to ine t.,*ined structural 
soundness. An estimated 7,814 ornits will he re(uilro-d duriq 198(- 19H4 of 
which 4,3818 unit, are to 4liminatt. orverhdInt,l and 3,47T unIt. irev to 
accormmodate new h(Jushold fonllat lon. 

1. A Sites indi -,,rvl c(,'. ,.Ut4ir(h ,t '. to I)- c.a trrittd (ul In| IM nt a to 
provide, reception ar'a, for the' rapid grow!h Kirnt,ai'. urdr, iuv to new 
family f(jr at ion and ltirIIMqrat llol fruin lite. ilroueiht '.ri(kt'- r ciI areas. Tile 
su)project rall'. f(or fihll (ore..rut ilore of I,().1 .' '.I e". of up t) H(mo.ervtc 

Thi, ha'.ic. .4rv ( .. to hi1 ) r1 iv(decl will b- ll 'I lled Ill '. ,. Iht ti(11 .iui 

ta p 1 h OrirciCcOenunity wate'r med nl rivatt tollet'.. Init'. will tthe l ( | i lt the 

distri l e! lotre 1 t 1- II fr1an.cf by hucn,' ircrlrvem rct '. 1rear,'. tihat we(cul Id ' i vI1 1, l1' 
to the- proj'ct fanA li.e '. s thi-Ir tierxv'. pervit . IllIs I- . a rlci al irl)art rle 

for the- ,UV whih h.% t .nal Ii l'ial y rIe'vgig r,.d l 1 proje '. te If" 1u ilt I hill 
4nd c mOntle I of ra .truc((ure' *.%tal|rardi.. the '.cuhprojv(. Il- I l I,#-e il'ci Itor i 
hrctar,* of land two lie-' '.c ' all '. fosr ,',.iI 'rvlc elIli tI ale''.. I r a! i 

e- i I I ,1! ',/./Ii! u'.uatlh l (.ir'a ntit)4%ite".Thes lutl wll te n of m ei I 

http:fr1an.cf


5/44,oo2 (1.o352). ~.The totallPrject~costs~ is S/1l;562,851 J$.1 mill ion),af~rd olu~~~his arnng S/.85(69)~ monthly w l1be able to, 
2.APanPfS-OhsobpOectSiilar-to the one to be developed in4 -KIPorovej wmbiaevloedand tested inManta as~Office. 
This option offers a more well as by the RegionalIcomlete alternative to those lowalncomefamfilies that can afford it.. By expanding the range of solution types loweriAPQ~ncome 'amilies oportunitie, increase since the pressure of demand thatUuAllY~fomceS families to buy less than they can actually afodaean aption tailored to their economic specifications. ,The sulbproJect calls for 4502h19.t.echo units to be built'over the next three years* The first itages idi.cae Ifh 1982 Operational bPlanconsists of 50 solutions of~l18?-on lots,of 90n , The feasibi lityofr including ploteh solutions onEcuador sgratly enhancedhby the active the coast oflc5uild,,g traditions n readi.Ty available low cost regional :building materials'such as bamboobelus*e that wouldto enclose and expand theminimal core unit. 'Local constructio n fore.Menr ma trosdeobr) and others'skilled In bamboo construction techniquesawarded contracts thruo a biddin press administered by the Jify RegionalOffice, The-secondr ad third stages of this subproject consist of 200 solu­tions each and will cost approximately S/90000O ($2l727)S/40,600,000 or $1.23 mfIl ion. for a total cost of 

3. Apilot home imrovement program will be carried out In1982.,fto This
stg of1h program will provyde S/3,OOojooo ($90,900) for loans of upto S50,00 .600O) for at least 60 loans,ProximatelyS/27,000,000 ($820 000) * Subsequent stages will provide ap-The program will suppor*t the two progres­sive devel opment site and service and 'subproJectswell as lnthe squatter, settlements that r14i cited above as0~~~aPriorityr Improvementswill include house connections to basic Infrastructure~and related construe­tion activities in the squatter areas.nections and enclosi Inthe new subproject area, house con.and expanding the mfimaloority improvements. t h units will be pri­illowi,,, th experience gain*I *wqul the Regional 
N 

Office will work with communi ty groups and cooperatives existing Inthe squat­ter areas, and those to be fomel In the nwpOect area. The Regional Officewill explore the possibilities of using other private sector entities such ascredit unions torcontrol administrative costs$ to improve loan recuperations,and to upgrade local institutional skills levels. 

-

Plan has7targetme for growth. 
Chone Is one of the prior,t,secondary cities the Niational DevelopmentItIs located inthe P'rovince of Nanabi approx-AY mately 70klmters north of Portovi #Jo or about an hour and ahalf by carit~asily accessible to the INY Regional Office Staff, Chone Is growing rapidly 
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~rate lofrowt&is attributable:not only to new familyf ormation, which fo the'k':-' 
period 1980.19841,is projected to~reach 1,289 fIWlies, but to. Immigration from ~>2 

surroundi tthe'areas thatevidences itself in hos deficit fi ureis requir­
in~28dweollings, tolimiat ovrcrowding. Nommprovsuentloans are 

also,required to upgrade an estimatedr 1,368substandard units and to provide 
support. for upgrading Chones infrastructure. As of 1980. -54.3 percent of the--­
houses had electricity; 76 percent had piped water and 7,4 percent had sewer 
age, 

Civil disturbances have recently brought Chono's critical situation to 
national attention. The root causeof the disturbances can be attributed to 

,.the disregard, and neglect smaller urban aras. have felt and which the supro­
ject will alleviate. As part of the COE response, the JNV 1982 Operational 
Plan calIfor a home imrovement and comunity -upgrading program. Tihe pilot 
effort will provide S/2,600.000 ($76,700) for,,individual and neighborhood im­
rovements. Priority efforts relate to infrastructure and related construc­

.. 

pu't. :Thie maximum loan amount will be S/50,000,($1,500),for at least 501loans,--
Subsequent stages will receivelrncreased!funding of up todO5/1000,000 

.pe ear over the period 1983 -,1964 for a total cost of>
 
ff22l0aO0 ($680,000). As' in M~anta, the Regional Office will work with hous­
igcooperatives aned community groups to control administrative costs, promote, 

cost recuperation and stimulate beneficiary participation.@ 

Cuenca Is the third-largest city of Ecuador with apopulation of 1399209 
inhabitants and Is the capital of the Province of Azuay. ItIsthe focal point 

" 

of one of the two growth poles to be develoied inthe Sierra that includes Azo­
~ues and iblin., It is also the site oft e JNV Regional Office responsible
lorproects in the provinces of Canar and N4orona-Santiago besides Azueys The 
houingcharacteristics of Cuenca are prototypical of ur an areas In the 

Sierra that have relatively greater acQess to basic services, less Illegal
land settlement, and increased overcrowding. The housing deticit in Cuenca 
breaks down as follows: 2,201 solutions to replacesubstandard units; 5604 
solutions to elimninate overcrwing; and 4,750 solutions to accommodatenew 
household formation for 1980-1984. The availabillt of basic services to 
households In Cuenca Is as follows: 92.5 percent have electriciy923pr 
cent, have piped water and 78.8 percent have sewerage. y

-~~ 

1, The Cuenca regional office with technical assistance from J1W Heiad. 
Quito is developing asubproject on a recently acquired six hoc­

-quartersIn 

tare parcel of land on the rodloading Into town,-The subproject calls for 
A 360 solutionsrio be built. The solutions are minimil dwellings that range in
<-Ill 

.site from 18 mz to 46 mrto be constructed on 100m lots. Thse 

. + .. ... I I'+ m ; .. .
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e s w11 provide a saniltary core anid an pe mutfntoa space to be 
6se d-and-ud 6 ns-1 Tbe­v1ded As-each'-f ami-lJy sees-fl t. -The-minimal4dwe-1 

sf t la di rn thaclosed btto w te oa tha eac l '~ wlIbesl 
aWr dyade o localdlyt pro dead ofd clmt. almater als will be iin­y roroefie claybicks, mate Ials re ad1ly va1 
nllylcqed wi1 be. carriedout~by, self-help, Infrastructure and minimahl 

dwllnrcestu tbi6''cn, itribted nisetiaedtd~~~gcnsricto wl b otrced l~ocal contruction~cop es. Them~inimal dwellingi units will) range:'in cost -1fromsS/85 000 for-the l8m4 unit to~S/103,00 for he 45mi2 unit.~ he total'I cost of the,'sUbproject, based on a:Q 

2. The Regina Of0fice inCuenca isalso woIrking with a cooperative~to
develop, its program on the cooperat i ye' s~ ad.. The subproject. is; apilot oef-..<fort wit coprtvs.htJr flltdt h:os-gC

Fediration of Aziay>QJNC0VIA)!t nor lo icmefamily cooperativede-,

veldOrneht.~ The'Aincomeveels of inost 'of the housing:ooperatives isbe ond
~t median income. level- a'tuh elmen each.oprtv wofyd

The Re'gional~Officeisl 5oki~g: into a matching fundinechaism that would f1­

1ynance,cooperativehousln, projects with A.J.D. and BEV funds. The AJ.D. re­
soures would inance famliesz with~incoes below the-medlan and BEV would \fi-.
 
nance the r~mflder ning noe:aoetemda.Th'caiswul'e­
coiaesubprojects With'a relative~mix of income strata and lend itself to 
 -

~the social, ld and ifrastrujcture resources, that form partlof the housingcooperative~ patrimony. -he, roec clsfor 150basic core units to be builton J'ots of approximately;9O, . T,Jec
ollts wil,,cost approximately
S/95,O00($2,878)' or a total project cost of Sf14 million,($425,000).
 

Azoqu.5 . 

'Azouesis the capital of the Province of Canar and part of the prioritygrwhpole strategy of the GOE. With almost 13,000 inhabitants it is located

about 40 kilometers from Cuenca and the JNV Regional office responsible for

shelter programs there. Travel to and from Cuenca isby road 'and train. As,

of 1974, Azogues had a growth rate of 2.8 percent. ~The availability of basic
infrastructure accordingto the~1974 census isextremnely limited. 19.3,
-Only 


percent of the dwelling units inAzogues have electricity and only 26.8 per­
cent have water.& Latrines are'the most common~form of toilet If..any form is
availableat all andacording to th~ census date almost half of the dwellings

require upgradinj.
 

~1. .'Apilot home improvement program will be carried out as. the first .stage of a three stage effort. The first sta e will finance loans, up to a.
total of S/2,600,000 or at least 60 loans. J fotwl be the training 

.. 

-o 
 xperlenc'e for the Cuenca Regional Office for this type of program and sub­
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sequent stages in Azogues an~d othere urbannareas in th einwl provide~
1argera unts~imore inaccord with demandi. :Subsequent-stages ,Iin Azogueszi1
providJe S/10 000 "000 ,Inadditional ,.funds over,,the two year:period,, 1983 l,,984 

-for a,to ar program amount pfS17' 00 ($8700 HoeadCfflftY 0 
' 

w1 f c~' heprovision, o'f ,infrastructureand Inrastruct~iregrain n re-~ 
Iated lImro vement s.~As on the 'coast,>_thee s4.Aneeid't'o~ega im eftnuire 
through 'he purchase of land. Romadditions builtof Improved adobe and/or 
locally producedfftred clay4 bricks will'l be likely.1mnprovemei. k 

S2. Inaddition, the Cuenca Regional Qffice Ildeveloping4"&subpro ect 
that calls 'for 50 basic core :units of 36 m'on 9Oli4 lots., Thelunitswiil 
cost":an-estimat~'d S/110,000 (1982:prices)Jor a4total cost of approximately
S/5.5 milion ($1650000). The solutions willV provide individual t~ouse connec­
tions for*-water and latrines as, the. fIrst infrastructure, phase. .As' part of'> 
JNV policy.:local, construction companies will be contracted to build the sub-

, 

project using lo ' al s. 

Macas7; 

Macs Is the capital ofrthe eastern jungle province oftMorona-Santiago
adone of the GOE's priority secondary cities.' Officially known as Morona, 

the population ha,s-rownalmost 50 percent from 1974:to almostr3,000 inhabit­
01980.1 Population growth isdue inlarge part to migration from theants In 


surrou ,nding' areas. In 1974, 24.9 percent of the total population of 2,048 or 
509/persons were immigrants*" Macails part of the Cuenca Regional Office> 
electricity, basic services are provided almost entirely on an individual 
basis. 

1. "'i1. 'Apilot Plan Piso-Techo project will be developed by the Cuenca Re-
gional Office. The project calls for 100 piso-techo uni s to be developed in 

" 

threeIII irtstg will haeV 23 un11 oi~mas indicated instgesTh

the 1982 Operational Plan to be built' on lots of l0w. The estimated unit 
cost is S/85,000 ($2 575). The total cost is an estimated'S/8 500,000' 

' 

($260,000). This wifl be the pilot effort inthe eastern Jungie region and
 
serve as the example for such other 'potential subproject areas as Puyos Tena,'

Coca, etc. 'Improved local building materials systems will be used'to develop
and expand the pisoteho units. The subproJect will be built by local 
skilled laboran reyon self-help to improve the piso techo,units through
loans provided by the home Improvement program described below. 

2. In support of the progressively developed oiso-eho units and as a 
means of Initiating comm~unity and individual upgradigactivities an Improve­
ment program will be developed in Macas as well. The program will have 'funds 
of up to S/2*000 000 ($609000) for a three year period. The first stage will 

S/600,000 for loans of up to 5/60,000 for at least 10 loans. The JNVVprovide 
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wil1 work with coopertt o ote 1oc_~-m g ouPs _ a-ea
maximizing- coanunity"partlicipation -inthe 'programl' At the.-co uni~ty-'1eve1,
infrastructure improvements coul1d be mad~e to provide electricltYand water t 
arao nseryice6d,: -Individual infrastructure connections'and Finr~srctarea nontucion improvementssuch -asssanIt y~coi~es arid
 

$plaices wil bepriorltiesL For the 6ew constructin subpoecs ~rio~ity42.

lo~answould be for enclosing and expandlng the jiso-techd unit throiigh self--7 :~~iA 
help e'fforts.lIiyF~' 

Pasa1
 

1Pasaje i's part of the.National Development Plan Growth Pole Strategy.
Ao ith-Santla Rosa, andl Machal a, itlforins'the priority growth center in the 

* 

El Oro have beensuecd to exrmlrapid rates of growth over the past 
few yens.Mahale'~s rate'of growth 'has almost- reached 10 percent per~annum,an1tht820 f Pasaje is not far'behind. The populationofPasaje'has grown from2180inhabtants in 1974:to 28,126 In:1980. 'As'in many of.Ecuador's coastal 
tows this explosive groWth has manifested Itsl lnIlegal, niotlj squatter

eteensttlack.-basic services an aeut lni-which make their;
provision more difficult and therefore more costly. Shelter programs for the
Province ofEl Oro are managedfby the JNV Regional Office inGuayaquilabu
1~50 kilometers away :or a'.6 hour drive overexcellent roads. 

1.Asites and services subproject isto be carried out in Pasaje to 
'provide reception areas for 'the rapid growth occurring there. The subproject
calls for the construction of 60 sites and services solutions Jo be offertd in 
two stages. The servicedasites will have an area of up to 8W,' The 80n' 

souinswl/4,0 is an estimatedcs $130.The total cost <S/26,000,000 or slightly over 800,000. 
The serviced site solutions will offer as-the subproject's first phase

minimal levels of urbanization such as gravel roads, commnunal water standpipes,
electricity and latrines. Home improvement loans will be available to support
self-help effortSto build abasic unit inwhich the family can occupy their 
lot. The JNV has signed an areement with a local private sector bulldingmaterials producer who has put on to the market avery low cost Im~basic 
core kit built of bamboo at avery low price, A sanitary core would be added
 
later. The 3KV Regional Office will promote the use of this resource that 
would be assembled by each family on its site and initiate the phased develop­
ment of its home.
 

2. Ahome improvement program will be established by the Guayaquil Rem 
gional Office to provide support for the sites and services subproject. As
mentioned above, improvements would include the purchases of the bamboo basic 
core kit, infrastructure related loans for house connections, septic tanks,, 
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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 S/3,000,000
 
($90,900) or at least 60 loans. Subsequent stages will receive increased fund­

ing of up to S/I0,000,000 ($303,000) per year over the period 1983-1984 for a
 

total project cost of S/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
 

Like Pasaje, Sinta Rosa is growing rapidly in a disorderly, unplanned
Oro. 

way. Its populations has grown from 19,745 inhabitants in 1974 to aImost
 

27,000 inhabitants in 1980. Santa Rosa is approximately the same distance
 

from the Guayaquil Regional Office which has prograrmed 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 growth that Santa Rosa is ex­

periencing. The sites and services solutions will have an area of up to 

8042 and cost S/44,600. The total subproject cot is an estimated S/29 mil­
lion ($880,000). PHome improvement loans will he availahl e for the purchase of 

bamboo minimal core units. A local producer will provide thes., building 

element s. 

2. 	 A home improvement program will e estahlii;hed to support the sites 
As in Pa ,aje, the loans will goand services progressive development scheme. 

primari ly for basic shelter uonits, infrastructure and infra structure related 

The first stage will finance up to /30,U(0,000 ($90,900) or atImprovements. 

least 60 loans. Subsequent stages will receive o) t o !/10,O(J,U0( ($303,000)
 

over the next two yv,ar peri0(1 for ,ttotal cost
or at lea!,t 200 loans per year 
will he c(to dt.l to buildof S/22,500,000 (Vk80,000) . Private developers 

the sites anId srrvice ,ulbproj ect; corrinunity . ,iorjaniiat .u' a, (h (operatives, 

r(edit unions and neighborhood iaoociation, will part ic.ipate in hoth the re­

ception areas and home improvement proIrvn'.. 
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STAFFING PATTERN OF THE NATIONAL HOUSING BOAPJ) 

(JUNTA NACIONAL DE LA VIVIENDA - JNV) 
I p,-' u u I 

O 4, H.-4.,I ,, 

0. UW 0 U'ddt u~~'-HJ .,4r-4 > 

Office w r- u w m r u r4 w 0 

QUITO 6 27 94 32 1.4 169 

GUAYAQUIL 1 18 60 28 11 122 

CUENCA 1 3 7 4 2 17 

LOIA 1 3 6 4 2 16 

PORTOVI E.1O 1 4 6 4 2 17 

RIOBAHIIA 1 2 3 4 10 

TI.CAN 1 2 1 4 

STO. DOHINGO 1 1 1 3 

.MBATO 1 2 1 4 

(UARANI)A 1 1 1 3 

FSHERAIT)AS 1 1 1 3 

( I:vrI)() 1 1 3 

MCIIALA 1 2 1 4 

:11 I'[iy( 1 1 1 3 

I.ATACPlN(;A 1 1 1 3 

hIANA 1 1 3 

I IMAPRA ! 2 1 4 

11AII )YO I 1 1 3 

(IONI: t 1 1 3 

TOTAL II 70 193 89 31 394 
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STAFFING PATTERN OF THE ECITADOREAN IOUSING BANK 

(BANCO ECUATORIANO DE LA VIVIENDA - BEV) 

I4 0 U.Un U 

Office 
O0 0 11 

4 u w44) 

C3i--4 A, mr w J ( 0 

OUJTO 13 3 4 58 220 87 385 

CUAYAQUI L 2 8 34 175 54 273 

(UFNCA 1 3 1 17 3 25 

I.O, A 1 1 16 3 21 

IORTOVI E,-O 1 1 15 7 24 

VITMAMJIA 1 1 9 3 14 

'ITI.AN 1 1 8 3 13 

,To. 0014 )1 1C 11 3 16 

AMIo 1 1 8 4 14 

1VARANA 1 8 2 12 

i 'MRAlk; 1 1 a 2 12 

41l1iV l1 1 11 5 18 
MUMMIA 1 0 1 13 

ii1 !TY'l 1 1 A2 12 

LATAI(,A 1 1 8 1 13 

-ANITA 1 1 12 1 17 

lUAIRRA 1 8 22 12 

iAWtihMii 1 I A 12 

1iAft 11 93 '1*9 _ 91 919 
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SOCIAL SOUNDNESS ANALYSIS
 

A. Target Group Description
 

The target (Iroup will he families with incomes below the median
 
income in urban areas (secondary and tertiary cities) excluding GuayaquiI and 
Quito. The 19P1 median family income for these cities was 4,300 sucres per 
month. Urban 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 mniximum income of the tarqet population is estimated to be about 
S/5,200 in 1983, assuming an annual increase in nominal income of ten percent. 
Since the minimoim legal wage in Ecuador is set currently at S/4,000, it is 
clear that the majority of the tarqet families do not have regular work but 
belong 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 siqniticant percenta(le of the secondary cities 
populations represents migrants from the countryside, particularly from the 
lesser developed provinces to provinces with lar(er urban center%. The heads 
of new households tend to be young, the majority under 35. with family sile 
estimated at five persons. This f iqure is sliqht Iv hi(her on the coast. 
U.SAID analysis of national census data corif Irms step-wise mi(Iration to urban 
centers. The poorest. seqments of the secondary c itier i nclude a Iarqe 
percentage of recent migrants from the countryside and from ,mi l1,r towns. 

I. farget Group Incom-,s 

lhere are, in cornparat Ive tenn-., rtior, pioor p'oplie In '. eondary 
cities. 'ocome dat a colletted from 25 urban ir,.a' hy the Nat i on, I Cvnu. 
Bureau (I NE() In 1(1111 %how that I or cit eIs. excIudlr Oulto and Guaya'lqui1, the 
med ian houiseho ld income I% 4,A0t) ,ucre.*t montth. Ith,. i only two thir('. of 
that ri ()uito and /) pierci-0t (it that in G[u.yaiull. Th," f t i * s" a1.tI polrit 
to more (]ual ly (di .1ributoed il,((omr.s In xec(ondary ( illve , but at ru(h lewer per 
capita level... lor thli'. 'l'*.o), lho. ki od', )f hue. . e, I!( efio(o. thit ,irr 

afffordabl e to the e low-the-m,.dlin pl lulati e ire .uw.tantlally (lIff,-ren. tthat 
thos', in yaqu il. Ihle V.) -. hmw% h,. d ,, eut i o )fu Ito and (iu '.tr mot ihly 
household Inc(ome by dvcilIe', up t( the med iii income for 1910, 1911, and 19I113. 
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Tabl V 	 A 

ncom by,-,. Decil 

181
Percntils 182*1983*
 

11-202,250 2,475 ~~-2,722
5.. 	

21-30 2,880 30168 3v484 
31-40 3,570 3,927 4,319 

. 

5,184
41-50 4,285 4,713 


by a,10% factor based on 	 the GNP and inflation rates. 
S*updated 

SOURCE: Encuesta de Presupuestos Familiares de los Centros Urbanos (without, 
Quito and Guayaquil) JNEC. 1981. Unpublished data. 

2. 	Occupational Characteristics 

Beneficiaries of thev oect aete otlkl ob ebr 
of. the Infomal work sector,,Poal o subject to minimum wage-lawso such 

as elfempoyd tade'sand street vendors,, artisans and small; enterprise 
craftsmen, personal service workers (both-male and female, but particularly ' 

-~~ 

the 	non-liWe-in maids), and even possibly some low-income office employele.­
*(SeTable V.2)Many are migrants from the countryside or from smaller towns. 
Women heads-of-households expected to be an Important target group of the 
project, are common. 

V.2I~~AA5. 	 ATableI 

Percentage of Vrkers Earning Lss than the Median 
by Labor aegorles inSeonary Cities 

Categoryv 	 Percentage Below Median Salary 

.76.2Workers-	 .Service, 63.0 
.Laborers'5 	

C~rarft 59.8
 
Salesmen and vendors 

. 

55.3
 
Parmets 51.3
 

.
 
5- AOffice 
 employees 	 44. 

Monagers36 
~SOURCE: INK~: lpncueta do Poblacion y OcupacionO Quito, Septiembre do 1976,' 

. 

7 
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B. Acceptability of Progressive _ Developed Construction fousing 
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 (uality improvements is a new approach for the 
JNV/BEV. Therefore, it is riot possible to state categorically that 
progressively developed construction will be accepted as a viable option for 
obtaining housinq by the t arget group fami 1it,. Nevertheless, there is strong 
evidence to indicate that the concept will in tact be a(cept ed. As pointed 

out in section A.4 above, many target group families live in snuatters, 
settlements and are already eriqaqing in self-help construction activities 
(which can be assisted through home irm provement loans). This typ~e 
construction solution is attractive to low income, families because: (i) it 
provides a minimal shelter solut ion while al low' nq benief iciary families to 

expand and/or improve their i osi(11nq in tie way and at the rate which they 
desire and can afford. It permit s the benefici ary farmilie, to make most 
decisions about the ouarntity and ouality of housinq which they obtain; (ii) 
it reduces the cost of housi nq . Evidence freon other Latin ne rican countries 

bydemostrates that housinq cost.s can be reduc ed by more than ?h' pe*rcent 

having the beneficiaries serve as their owa contractor%, buyi"q materials and 
hiring labor, as well as providinq their own labor. A number of ntudies by 
experts such as John I.EA. Turner have dhmontrated that , ,iwyen security of 
tenure and reasonably stable income, f amril ies will rakie ,inir it irt 
investments In housing throurh self -l,11, pl o qrr' I v (uin,! Ild ion tMchniaiues. 

The acceptability of rnoqrn",iv' y deve loped I. t mru. ioin in JNV/BIEV 
projects Is also conf irmed by evidence' from the IMI f "ran ed project in 
Guayaoui l where con, , nl~r(iovmeit hop" readilypI so-techo, unlt% andihomerite hive 
accepted by hen PTTF-afFlU 1 and by the :.. land a proj,et In (Quito, where more than 

6,000 famlies have applied for type% of solut bs, which will involve 
sel f-he1p Plfor. 5 ( (.tompl t e the hoi .P', 


C. Alford t r, Willn..iessto Pay 

effe t Iv' I lr(vi ded throurqh ,1The ,f demand ,r hou,,n pg t -. V/It V must he 
distinguished from the need for hious1nlq, Whilei the i lloo of irdihldrm1 hou . I 
need i. )a5.d upo lo . dgerne.itthf. . Ibtiut I ,ir-'le .f,y tint e1 t , rig i;,. lu' lln, the 
effectiwe dea id f(or rig ', Iria! h hibo willinqhl nu l,.rI h tir nnui tha tio ,Isur' 

and alMR to pay. Ilnorder to deNl"rt: ii, whlhvr tt qet qroup Iamill h's will 
tpnt dlinrid eh, no i provided,tjenerate %ufflul Pff pc t lv,' fur hoius ,oluit pni, both 

affordahl iit-y arid willinIgnie'. !)p.,oaj "t h,, ,i,,alylrd. 

http:dgerne.it
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1. Affordability 

The-affordability of housing isbased on an a prori judgement
about the maximum amount which families can afford to 	pay ro er incomes.
 
In its analyses of the Ecuadorean housing market JNV assumes that families can 
allocate a maximum of25 percent of their income for housing. This percentage 
has also been employed by the IBRD inthe housing projects which ithas
recently financed in Ecuador. Based on this criterion, the housing solutions 
proposed for financing under the project are affordable to the target
population. Table V.3 presents data on the maximum loan amounts and solution 
costs which can be afforded by the target population, 	 according to the income 
data presented in Table V.I. 

Table V.3
 

-Maximum Loan mounts and Solutions Costs for 1983 

Maiximum Maximum
 
Income Family Monthly Loan Solution
 

~-10-10 1,863 466 36,363 45,454 home Improvements 
11-20 2,722 680 53,090 66,363 home Improvements
21-30 3,484 871 68,002 85,003 sites and services,,

home improvements
3140 4s319 1,080 84,320 105,400 sites and services,
 

- home improvements

41-50 6,184 1,296 101,184 126,480 	 piso-techo, sites and 

services, core, home 
Improvements. 

*assumes 15 percent interest, 25 year loan term. 
*assumes the maximum downpayment of 20 percent. 

The solutions proposed in the project are affordable to the 
population. Families with the median Income in 1981 (5/4,300) canafford ahousing solution which costs 5/126.000 in 1983. Fami1lies at the 30th

percentile (512,880) could afford solutions which cost S/85,000, CooparIn
capacity to pay with the housing solutions to be financed under the proect
thelfamilies with Incomes between Wov Mn Percentile 	and median will be
eligible for eloteh and core housing while families with incomes below the 
30t percent ileiiiilTcquire sites with services or home Improvement loans. 
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2. Willingness to Pay for Housing
 

Few data exist which demonstrate the willingness 
and ability of
 

In
 
low income families in Ecuador's secondary cities to pay for housing. 


general, families inurban areas indeveloping countries spend anywhere 
from
 

five to 40 percent of their income on housinq 
which, after food expenditures,
 

represents the largest expenditure inthe household budqet of low income
 

families. I/
 

consumer surveys conducted by the Brookings
On the basis of 

Institution, the median income households in Quito paid some 23 percent of
 

their incomes for houslnq (includinq principal dwellinq, maintenance and
 
33.7 percent. F/ In
expenditure snore was 

others), while the qlobal mean thattarget population households, the data show 
the low incomes ofspite of 

for their housing in secondary cities 
such households are willinq to pay more 

on 19711 INEC fiqures, the 
inEcuador than, for example, in Quito. Based 

payments made by median income families for 
housinq (apparently rent only) can
 

be indexed as follows:
 100
Quito 

108Cuenca 

114
PAbato 

118
Riobamba 
113
Latacunqa 

145
rsmeraldas 

110
Babahoyo 

109
Machal a 

119
Loja 


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


that the income
 
The',e data ire( ojnitent with flndinq 

low income families spend a
 i. le%,.s than I. That 0..
elasticity for housiln 


Inr. t,, on hou,. Irnti t han do famillies with hiqher 
qreat er pn, rc enta(e of thei-r in families

%tudy tit citleS Peru %how that l'L
from a , 't. In

Incor. ,. Data 
thin ?'() percent of th..ir incomfie for rent 

below th,, medliar who r,.it Iipoid or, 

whilE,
 

Io.u IifI fr L(w- Inc(ine IJrb,1n Iamtliit., John Hop inS U. 
I/ Orvillel (,r i *., 

Pr * It irore -,im. p. 

"(It IIhiv io Latitl Amiricii". lhe trookinqs 
?/ Mu-q rov, Ph I.lp: Nior tIr 

4Jl.Inost Itut ion, p-its .' aiid 
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families above the median paid about 10 percent. 3/ This study also found
 
that average expenditures on housing greatly 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
 
confirmed by available data, this phenomenon is undoubtedly occuring in
 
Ecuador's secondary cities.
 

Based on the limited information avdilable, 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. 1119
 



ANNEX VT
 
to-0'aExhbi~t A 

Page I or 
Ulm . =Awn" M. 4% MW" A VA11 

VImO 1968 MUNJ~ 141 
... .... 

S lui11 Ue3- 3414U 
U31---24) 

1 

2 
114

98 
,

Log$ 
1 

1-1 
47 

196 1 

12-3., 
1.."1 
" 

U11.1 

981 

. U 

Im 

. 

L 

. 
U 34 
19 

stk 

CiBs 

m16 
43 

W t 
L 

124 111 
iI 

117 
91 

121 
to) 
94 

331 
o 

10%3 
94,16710 

OtW Oage7t AJU944tooI to 4,02m 1681 sit 11 i9i49 n 343. $501 

.... W N3... l 0 1, D111121 ,
ik 11*011 4i,9 4,41? 4,431 4,18~tl 4911 41 0 1, 71 is1 3,71 3 ,115,161ail it?al ii i 149 MW t0 174 lhl 3,3)3 am 117f 818a o inIWW J411 11 4416 Job 440 411 4%933 $14 17 

*1Owet2
2blq~sw 13 r
, 14 198 11it) 2* I st48 nUS uffs3f3 30m. 

3,11toWa 13i7 4,414 1003 7,004 1911 11031 ,11 18,817 19*,IU 3it191 
"r4 19b1-lo-19 191 i191ts91 u1s9I rI 8L qsrable 11410 I'll$ JIM9 1,141 2,7"a
nu " a7ra9t9IO t 144% It1#44 ,o I to,4)$ 3,24 02 

1#.4 19" I
601114 ,490ws(ffol W~lis o1l #*17 o6l 3ll oil off 1117 0in U? 087 

JIM*
UMAh orIUTI J l 111dJi&g U n o& U &W =lW " .m .t­

,bga li" n881 3L--1 o881a, 381l 335trf8i8l31 h !1, 166 11 A0 311 2e1anlao160 1#0 16" 14 16 
vimI|
Atn", 
 WOi ILYA'iu~tn
 rlA; 


halt luOn Sal ........ 
. .. I... *3)1 I3 01% ml8i IA 10.91 LE 7,9 0 OR 31I.1A tai MR A1 11m1 ZE0 

04#9 Iwo 1,8 401 sit~i 2. L '~1 9 18 . 11 9, 9 .4 U.3 Is. 11., 

devlue o 1 1#6ro lr 1h ottrmSI13 loath Salo$se l 
**l"~ icnl nffocte bytJ eauon 14s lo eM loan lablt Ehsc
 

include exsternal an well as domestic loans. 
 It tho Ilworst case" assumption* Ismade that all, long-term loans received by NKV are external (i.e., dollar­denominaited), the effect to to increase cumulative liabilities over the 1982­1991 period by 4.4 percent and to rais the average debt-to-oquity ratio from 2.5 to.
2.6. Therefore, accountingfor devaluation does not alter the bauic conclusion
that financially sound institution,
NN Iand will remin a 
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Project SI-HG-O06
 

Cash flowPootion
 

ASSUMPTXINS
 

1. FINANCING TERMS
 

Ministry of Finance, to Housing 3anh
 
Amount of loan $ 25000,000O

Rate of cxohange S/. 33.00 a US$1.00
 
Total In local currency S1. 025#000f000 
Interest rate 121 
Pyetfr u~ncy Semi-annual 

Grace perio ~ 10 year.2 pyensAmortiuation period 20 years (40 payments)
Grace Period.. 

Amortization Period 8/. 546830,767 

NOconton
 
Hosilnk toji O0
LegO arig
 

Amount of loan S 20,000l000

Rat*eof exchange B/s 33.00 a US$ 1.00
 
Totl Inlocgal currency 8/. 660#000,000
Interest rate 15 1 
Payment fresquenc monthly

Construction perlod 2 1/2 years
Amortization period 20 years (240 payments)
monthly payment 1/0 ,9,1
uiovnpayment, l0~ 

Rome Imorovemonts 
Amount of loan 8 51000,000
Rate of exchange +++>,++++:++++++++++:+++!Sto ++k+l i~ i~ i ! 1 a 1++++::+q100+:+ +++++++M h l ++.++ + ,+++ 
+++ 33.0 UBS + +...
 

Interest rate15
 

Pyetf twuenoy Monthly
Conthljinp er 37yarAmotize ion period > 7 armonhl P nt 316,96
Dowin.ayp-V 

~&' K K iV 
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2. DISBURSEMINT SCHEDULE: HG 751 participation
 

NEW CONSTRUCTION ~ ~' ~ ~ i . 

Advance
 
Month /Year Amount Eligible costs Liquidation Balance
 

1/1903 *s5ooo0 oo -- 5,000,000
7/1903 3,000,000 5,340,000 1,000,000 4,000,000
1/1984 3,000,000 5,340,000 1,500,000 2,500,000 
1/1985 3,000,00 5,340,000 2,000,000 500,000 
7/1985 3,000,00 5340,000 -0- -0­
7/1985 3r0C0 L,3401000 -- 0 

HOtKl INPROVNMNTS
 

1/1983 *500,000 500,000-~$ 


7/1983 750,000 $1,112,000 $ 1000O0 400,000
1/1984 750,000 1,112,000 100,000 300,000 
7/1984 750o,000 1,112,000 100,000 200,000
1/985 750,000 ,,t'12.000 100,000 100,000
7/1985 750,000 1,107,000 100,000 w
 
12/1/1965 1540 -0-
1o07t000 -0­

3. ZVIM TK - DIRECT COSTS (Thousands of Su..e ) 

NNW CONSTRUCION 

Year Amount us$ 

1983 264,000 8,000,000
1964 264,0000 8,000,00
1965 132400 40200,Q00 

11p M8/. ILS jwS2~~1 

1963 550000,66
 
1964 5,0001,667
 
1965 

. 

1,666 

8/0 9 510000000, 
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Cost estimates for A.I.D. Grant-funded activitiqs
 

I. _Lon-term Techni9AIAdyhb oio (Total A.I.D. fundingi $115,000) 

':ear 1 Year 2 Year 3 Total 

Salary $22,500 $25,000 $27,500 $ 75,000 

Field vehicle (c.i.f.) 13,000 - - 13,000 

Vehicle operation 
(gasoline, maintenance, 
and insurance) 2,10 2,500 3,000 8,000 

Travel and per diem 5,500 6f00 _ 7,500 19,000 

TOTAL 43,500 33,500 38,000 115,000 

II. Design Compctitions (Total A.I.D. fundinq: 
 $75,000)
 

Publ icity 
Fees of panelislts 
Reimbursement of 

costn of winning design 
Construction of models
Publ icat ion/,] ims..ernna­

tion of Report on 
Renult1, 

Total Unit Contn 
x nwimber Of competitionn 

Total 


$ 1,000
 
3,000
 

6,000
 
13,000
 

2,000 

25,000 
3 

75,000
 

IrI.Municipal Studien (Total A.T.D. fundlnq $100,000)
 

Rcundoron.in pirofte'n ionl 
1,Zatt (i p.m. It $1,00) $ 14,400.00 

Trdvol an d p,ri.t-.n 6,600.00 

Off Ic,.. ItljmIA 'Ind )vI rhI,-j 4,000.00 

Unif it t 25,000 
x 11ml,-t I)I f tld0000 4 

'r,, 11O000000 


