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Discussiion:t The.projet is'designed to be a model thtcncnrbt 
to establishing an integrated urban developm'ent system to';serve £dciador's 
urban poor. The project will provide resources to iupportt: i Wacompre­

.thensive planned residential development of the Haienda Solanda sit'in 
Quitc, including the construction of 4,500 sheter .l tions, related 
community, facilities (schools, health centers day-care centers) and 
infrastructure (water, sewerage, access rue, electricity); (b) tecoh­
nical assistance directed at the dovelopment of nationalaurban shelter 
policy, standards, and 'techniquea, (c)technical assistance diroctod 
at social development and community development within the Solanda . 
residential community and (d)development of a model planning process 
which can assure coordination of publicand private institutions in the 
execution of integrated urban development projects. th, bensefici; rie 
will be 4,500 low income families residing in the overcrowded ce.iter 

of Quito. The Borrower for the HG loan will be the Ecuadorean Housing
Pin 'B' I... l..epic implementing instituin willbe EVth 
National Housing Authority (JNV), the Municipality of Quito, and .the 
Mariana do Jesus Foundation, a private non-profit organization serving 
as the developer for the project. The total cost of the project is 
$64.69 million. A.Z.D. will contribute $630,000 in' grant funds 
($?430,000 in LAC grant funds and 0200s000 from OS/H) and a $20.0 
million guaranty. i2m)ua of $44.06 million will ba financed as 
follows, B5"V/JNV* #7*9 million fo costu tino shelter units and 
urbanizattonj Municipality of Quito, $11.5 million far offeite ,water 
and sewerageu M~ariana de Jesus Foundation# $22.83 million for the 
project 3Lte, social services, cployiaent, generation ictivityr end 
community facilities; and projecr beneficiaries, $2.18 million in 
shelter dwmpayments. 
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-As a result of the DAEC review, the following revisions have been made 
in the PP: (l) inclusion of the development of a project evaluation. 
plan within the tasks of the long term technical advisor for national 
housing policy, and (2) clarification in the description of the process 
by which community participatiol is institutionalized in the administra­
tion of schools and medical dispensaries included in the project. Pt 
present, no funds are available for the $430,000 grant. However, if 
all or a portion of such funds become available this year, they would 
be obligated for the project. 

Concerns raised in the IEE have been satisfactorily addressed in the PP.
 

Recommendation: That you sign the attached authorizations for a $20
 
million HG and a $430,000 companion grant. Congressional Notification
 
is required for the grant.
 

Attachments: 	 TAB A - Guaranty Authorization
 
TAB B - Project Authorization
 



UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCy" 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WA..SHINGTON. 0 C 20523 

ASSISTANT 
ADMINISTRATOR 

3UARANTY AUTHORIZATION 

PROJECT 518-HG-005 

Provided From: Housing Guaranty Authority 

For : The Government of Ecuador 

Pursuant to the authority vested in the Acting Assistant Administrator, Latin America 
and the Caribbean, by the Foreign Assistance Act of 1961, as amended (FAA), and the 
delegations of authority issueG thereunder, I hereby authorize the issuance of guaranties 
pursuant to Section 222 of the FAA of not to exceed twenty million dollars ($20,000,000) 
in face amount, assuring against losses (of not to exceed one hundred percent (100%) of 
loan investment and interest with respect to loans by eligible U.S. investors (Investor) 
acceptable to A.I.D. made to finance shelter activities in Quito, Ecuador. The borrower 
shall be the Ecuadorean Housing Bank referred to herein as "borrower" or "BEV". This 
guaranty will assist in financing a housing project for low-income households primarily in 
the southern area of Quito known as the Hacienda Solanda site. Facilities and services 
eligible to be financed hereunder shall include: 

(a) 	 Approximately 4,500 basic shelter selutions; 

(b) 	 Community facilities (e.g., schools, clinics, and markets); 

(c) 	 Necessary infrastructure (e.g., streets, sewerage, water and electricity); 

(d) 	 A comprehensive development program to include neighborhood organization, 
social assistance, employment generation and construction assistance, and 

(e) 	 A technical assistance program designed to assist the development of policies 
and institutions designed to address the needs of low-income shelter sector of 
Ecuador. 
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This guaranty shall be subject to the following terms and conditions: 

I. 	 Term of Guaranty: The loans shall extend for!a period of up to thirty years (30) 
from the date of disbursement and may include a grace period of up to ten years 
on repayment of principal. The guaranty of the loans shall extend for a period 
beginning with the first disbursement of the loans and shall continue until such 
time as the Investor has been paid in full pursuant to the terms of the loans. 

2. 	 Interest Rate: The rate of interest payable to the Investor pursuant to the loans 
shall not exceed the allowable rate of interest prescribed pursuant to Section 
223(f) of the FAA and shall be consistent with rates of interest generally 
available for similar types of loans made in the long term U.S. capital markets. 

3. 	 Government of Ecuador Guaranty: The Government of Ecuador shall provide for 
a full faith and credit guaranty to indemnify A.I.D. against all losses arisirg by 
virtue of A.I.D.'s guaranty to the Investor or from non-payment of the guaranty 
fee. 

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

5. 	 Other Terms and Conditions: The guaranty shall be subject to such other terms 
and conditions as A.I.D. may deem necessary. 

The 	project shall be governed by the following covenants: 

I. 	 Cost Recovery: The BEV will set a policy regarding loan terms which, while set 
to reflect the limited financial capacity of the project beneficiaries, will not 
contribute to a decapitalization of the institution. 

2. 	 The Municipality: The Municipality of Qui-o will make a commitment (e.g., 
budget allocation, signing of loans) to supply the Solanda Project with water ar~d 
to schedule channeling of the Rio Grande for storm and waste water in t;ose 
sections of the River adjacent to the Solanda site in accordance with the Project 
Delivery Plan. 

3. 	 Community Services and Facilities: The BEV or other imp'.-rienting agencies 
will obtain formal commitments from the appropriate authorities to equip and 
staff the community facilities and to extend public transportation and other 
municipal services to the community in accodance with its development 
schedule. Further, there shall be formal agreements among the various 
implementing agencies defining areas of responsibility for delivery of Project 
components (e.g., off-site infrastructure, project design, community facilities). 

4. Beneficiaries: The BEV will select beneficiaries with family incomes ranging 
between the bottom 10th and 45th percentiles of the metrcpolitian area's income 

adistribution, with the shelter solutions to be designed to be affordable by 
broad-range of beneficiaries within the above mentioned percentiles. 
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5. 	 Evaluation: The BEV shall prepare a mutually agreeable evaluation plan for the 
Project based upon DS/H's Published Guidelines for Evaluation and Monitoring 
dated 1978, as amended. 

S 

6. 	 Other Terms and Conditions: The Project shall be subject to such other terms 
and conditions as A.I.D. may deem necessary. 

Edward Coy 
Acting Assistant Administrator 

Bureau for Latin America and the C3ribbean 

Date 

Clearances:
 
GC/LA:JKessler Date_ _ 
LAC/DR:M Brown .t) Date 4/t1 1 
LAC/SA:RWeber t" ', Date .,.. 
DS/H:DMcVoy * Date_ 
GC/H:MGKitaye. - Datep,/T,
DS/H-lSorock-i Date­

FM/LDASrmith ,,-t--ir Date 

GC/H:RCOSER:prj:02/05/80 



t)NITEO BTATIE INTERNATIONAI OZrV.LOPM[NCOCPIERA | ,
 

AG.ENCY FOR INTERNATIONAL DEVELOPMENT. 
WASHINGTON D C 20'23 

PROJEC AUTHORIZATION 

Name of Country: Ecuador 

Name of Project: Integrated Shelter and Urban Development 

Number of Project: 518-0030 

L Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended, I 
here6y authorize the Integrated Shelter and Urban Development grant for Ecuador 
involving planned obligations of not to exceed $430,000 in grant funds over a three-year 
period from date of authorization, subject to the availability of funds in accordance 
with the A.I.D. OYB/allotment process, to help in financing foreign exchange and local 
currency costs for the project. 

2. The project consists of providing technical assistance and training to personnel 
of the Banco Ecuatoriano de la Vivienda (BEV) and the Junta Nacional de la Vivienda 
(JNV) in order for the BEV and the JNV to help implement the Integrated Shelter and 
Urban Development HG project. 

3. The Project Agreements, which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and Delega­
tions of Authority, shall be subject to the following essential terms and covenants and 
major conditions, together with such other terms and conditions as A.I.D. may deem 
appropriate: 

Source and Origin of Goods and Services 

Goods and services, except for ocean shipping, financed by A.I.D. under the grant 
project shall have their source and origin in the United States or in Ecuador, except 
as A.I.D. may otherwise agree in writing. Ocean shipping financed by A.I.D. under 
the grant project shall, except as A.I.D. may otherwise agree in writing, be financed 
only on flag vessels of the United States. 

Acting Assistant Administrator
 
Bureau for Latin America
 

and the Caribbean
 

Date
 

Clearances:
 

GC/LAC:JLKessler date 
LAC/SA:RWcber . date...L 
LAC/DR:NParker .dateJ,, 
LAC/DR:Ievy date r 

LAC/DR:MlBrown j1dateU=1t 

Draf ted:GC/LAC:GMlrf:ckg:2/14/80:ext29182 
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sUIORY ANDRECO NDATION 

After nine years of dictatorial rule, Ecuador recently elected a
 
civilian government. The GOE administration which assumed office on

August 10, 1979, has committed itself to begin major structural and
 
social reforms that can more effectively deal with Ecuador's wide­
spread poverty, and other serious development problems.
 

Throughout Latin America, Ecuador has become a symbol of the 
return to democracy and the potential of democratic governments to
 
deal with fundamental development problems. For U.S. human rights

policy, Ecuador is ;o South America what the Dominican Republic is to 
the Caribbean and Cosca Rica is to Central America. 
 What happens in
 
these countries, particularly regarding their capacity to deal with
 
,.-,espread poverty, may well shape the evolution of democratic govern­
ments in the LAC region in the 1980s.
 

Within Ecuador' the new Rold6s government has been greeted with
 
widespread enthusiasm. The President and Vice President emerged from
 
the election with 70% of the vote and the largest electoral majority 
ever given to any candidate in Ecuadorean history. There is a great
deal of euphoria about a new beginning. President Hold63 (39 years
old) and Vice President Ifurtado (40 years old) represent the emergence
throughout Ecuadorean society of a ncw group of young, democratically

oriented technocrats who 
 are st-ongly committed to overcoming
Ecuador's historic develop.-ent problems. As President Rold6s haa 
expres.3ed, he fully hopes that a new page In Ecuadorean histoi.' will 
begin in January 1980 with the initiation of the GUE's ..entnew develo 
programn. 

Yet Ecuador,!an denjoeracy is still very fragile. After nine yearr 
of dictatorial rule, the country is cur-cntly passing through a diffi­
cult readjuntment perl )d. Expectations, particularly among the poor, 
are high. The GOE must confront these expectations at a time of 
significant budget deficits, declining oil 
exports, stagnating agri­
cultural production, and rising Inflationary pressures. Serious
 
institutional, technological, and human resource constraints must be
 
overcome to significantly expand the delivery of resources and 
services to the poor.
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Should these limitations frustrate the poposed reforms, major

questions could be raised in Ecuador about the ability of demooratic
regimes to undertake fundamental development programs. 
For these
 
reasons, the United States has a strong interest in oooperating with
the nety Rold6s Government as it translates its socioeconomic policies

into programs that benefit the poor.
 

The Project proposed herein will help the GOE address the problem
of the urban poor in Quito. 
 It will begin a series of AID activities
designed to support model integrated urban development projects and
 new delivery systems that can better deal with Ecuador's growin- urban
poverty problem. 
A similar World Bank loan will help the GOE confront
 
the problems of the urban poor in Guayaquil.
 

B. CONCEPTUAL FRAMEWORK
 

The Project proposed in this paper is the first in 
a series of
 
integrated urban development projects that USAID and RIO/PSA may use
to help the GOE utilize 
IGand other resources. The southern area of
Quito will be the site of the first Project. The Project is designed
as a demonstration model for other similar projects and will contrib­ute to the emcrgence of a new COE system for implementing urban
development projects which combine low-cost housing, physical and
social infrastructure, employment/training activities, and community

organization. 

Using the experience in Quito, an FY-1981 project directed to thesecondary cities will he designed to follow. That project wil1 be
developed and channeled through the COE's new integrated urban devel­
opment mechanism. 
 A third project in Guayaquil may he developed inlater years to eon.solidat? the entire system. 

All of the Ecuadnr iG efforts will be tied together by onecentral obj#,ctiv: the establishment and operation of a new GOEsystem for planning, coordinatinZ, financing, and implementing
comprehensive progran: that serve the needs of the Ecuadorean urban 
poor. 
 Within the period 1980-85, it is expected that. this GOE systemwill be made operational and a number of model projects will beconpleted. 1ly 1985, this system should include a GOE policy frame­work, institutional capacity, new technological and methodological
approaches, and appropriate staff to substantially increase the volume
of resjources directed to the urban poor. 

The obj.ctive envisioned above demands a gradual approach at boththe national .nd local levels. During 1980, it is expected that the
GOE will be establinhing its new integrated urban development system,with AID providing terhnical assistance through the activities pro­posed in thI:j PP. AID-financed technical advisors will assist the GOE 
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to refine and implement its national low-cost housing polioy, toIdentify appropriate policy and institutiona? ollanges, and to examinealternative oonstruOtioll standards and user ohargee for utilitiso.
A.l of these aotivities will support the emergenoe, within the tJOE, of"
a more effective polioy and institutional framework for dealing with
the housing and other problems of the urban poor.
 

At the 
same time that AID is supporting a oynamic policy and
institution-building 
process within the GOE, a model action progrRm
(the Solanda Integrated Shelter and Urban Development Project) will be
implemented. 
 The Project is designed to provide
at the type of a realistic examplepolicy, and the institutional, technical, and human
resource 

projects. 

problems that must be addressed by urban development
The experience gained in this project, particularly by
naciaal level institutions such as the GOE's National Housing Board
(JNV) and Ecuadorean Housing Bank (BEV), will be fed into the policy
formulation and institution-building process so that the resulting GV.approach is based not only on abstract planning concepts but also on
real experience. Thus, implementation of the Solenda Project and tne
AID-provided technical assistance program are integral parts of this
policy formulation and institution-building 
process.
 

With carefully planned, directed, and managed AID resources,USAID and RHO/PSA believe that the 1980s
significant a period can be as creative and as
in GOE/AID programming as were the 1960s when AID
,uccessfully served as the catalyst for the establi.shment and opera­tion of the BIV and the Ecuadorean savings and loan ystem. 

C. PROJECT [)tESCRJ PTION 

The Projeet will fin.nce approximately
uits, 11,)OO low-cost housingcomplementary ph,;ical and social Jnrr.'r9 truct Lre,ment/f.rainin prograri an employ­to increase the productivity and incomeurban poor t.arget group, and 

of the 
Ecuadorean comunity organization.volunt,ry agency A private(the 
one of' the 

Mar'i ann de Jc sun Foundation) will beprncipal implementing agencies. Approximatelyproponed hounIng 70% of theunitn will bc targeted at thote families atthe or below26th percentile on the income distributiontotal Project, scale. Within theAll) will provide NG financing for the housing solutionsand grant-funded te(.hnical assistance for policy and institutionalstudies and pro 1-ct implementation. 

The Project embodies, and will support,concepts which, until now, 
a number of significanthave never been fully accepted by the GOP: 
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56 Racognition 6'thfhenee4 fo nerto ra,,ei 

~to~work; C 

6. Anew commitment to address the problems of the urban pop#. 

Taken together, all of these mesewes 'reflect.4 igaicn
change in 003 policy and merit support by the. nternational d4' 

D. IPLIMINGAGENIJAAND SUI4ARY FINANCIAL PLAN 

The total 
follows: 

cost or the project Is $64.69 million distributed as 
* < -

I. JNlV55yV: $7.9 million, representing 
housing units and urbanization. 

o the cost'r 

2. KIgioiality of Ouitfoi $11.15 million frthe oft sitea 
water and sewerage systems.­

3, rIan&a do jesa. Founida~ion: $22-83 million for' the eb 
site and forr the provisioon of sooial "001owsuepiol
generation activities, and comnity' ftoilities's 

4. AMf'jaLSILM' $2. 18 millan represening a 5 nq~ 
onthe uits.. -- - -. - ~ 

~ 

---.-­

a 



5. JL : $20 million HO loan to the JNV/BEV to finance low-cost 
g units, and up to $630,000 grant funds for teohnioal

as.b nce and training. The BEV will be the Borrower of the
HG, and the GOE will guarantee loap repayment to the lender. 

E. ISSUES 

During project development, three issues have been identified by
 
USAID/Ecuador, RHO/PSA, nd AID/W advisors. 
 These issues are as
 
follows.
 

1. Projiect Replicabilit 

Concern about project replicability has b!en provoked by (a) the
 
level of nonrecoverable investments by the developer of the Project

(Mariana de Jes6s Foundation) and the financial contributions of other
 
Project participants; 
(b) the quality of the shelter solutions pro­
posed; and (c) the types and standards of the Project's infrastructure
 
and facilities. 
 These three concerns will be examined separately.
 

a. FinaneiaL_Col ribution and Investment : qeplicability
 
of the Solanda Project is ultimately tied to the creation of a process
 
of urban development and provision of low-cost shelter which is a
 
mijor component of the national developmunt program. The process will
be based on clearly stated policy concepts, and specific plans for the 
implementation of such policies so as to allow for identification of
 
priority areas and allocation of the appropr iate resources.
 

The Solanda project will initiate an institution-building effort
 
that will assure that the; GOE examines the roles of the private and
 
public sectors in the provision of lrw-nont shelter nolutions. This 
examination will connider the impact of land and the provision of
 
community facilities as vital components of urban shelter programs.

The examination will renult In determination of the most effective
 
combination of private and public 
 sector contributions so that higher
 
levels of low-cost shelter production are assured.
 

The Solanda project will not cause the participating institutions 
any financial hardnhip. Hather it will provide an example of how the 
benefits derived from profitable land development and favorable tax 
treatment may he reinvested in the production of ocially necessary 
housing and connunity facilities. 

Bth the B3EV and the Mariann de Jensts Foundation will emerge from 
project completion with the finadicial stronrgLh and the project imple­
mentatlon experience that will qreatly facilitate tne production of 
comparably beneficial projects throughout the nation using Ecuadorean 
resources.
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b. Shelter Solutions: The shelter solutions originally
 
designed by the Foundation, under heavy pressure from the former
 
President of BEV/JNV, were to consist of completed three-bedroom.
 
houses on lots of over 100 square meters. The estimated cost for such
 
units was $6,000 to $7,000. The site design included a fcur-lane road
 
around the project. Since the change in administration at the
 
BEV/JNV, and with the active participation of AID, the original hous­
ing design and the site layout have been drastically changed.
 

USAID/E and RHO/PSA made clear to BEV/JNV and the Foundation that
 
in view of the need to reach families of below-median income, shelter
 
solutions such as sities and services, roof and floor (.i-techo),
 
and core units must be provided. Considerable debate took place

between the Ecuadorean institutions and AID. The sites and services
 
alternative was evaluated from the economic, technical, and social
 
perspectives. The Technical Analysis Section of the PP reviews the
 
ultimate decision not to include sites and services solutions. In
 
brief, this solution was not considered feasible due to the high cost
 
of urbanized lots (requiring a sanitary core), and the burden of rent
 
payments continuing while a habitable unit was being completed (all of
 
the potential residents of Solanda are renters, unlike the squatters
 
in Guayaquil and other locales).
 

The Technical Analysis indicates that the final solutions are to
 
be core units, capable of expansion by the beneficiaries. The lot
 
size for the bulk of the units is 60 m2 . This itself is a consider­
able innovation in the Ecuadorean context, and the solutions are
 
affordable by families as low as the 10th percentile of the urban
 
family income distribution.
 

c. Infrastructure and Facilities: The final site design
 
reduces to minimum standards the construction of streets and other
 
infrastructure. As designed, the streets contemplated are made of
 
cobblestone, sidewalks are both paved and unpaved, and provision for
 
parking is minimal. In addition, there are other cost savings for
 
infrastructure now under discussion with the Municipality. These
 
include using cement water pipes instead of steel pipes, wooden
 
electric poles instead of precasc concrete poles, and less rigid
 
standards for large sewage pipes.
 

The community faoilities designed for the Project have been
 
substantiilly reduced since AID started negotiations with the GOE
 
institutions. From o $20 million program for community facilities,
 
the total cost contemplated is now approximately $8 million.
 

A careful analysis has been made of the nature of the facilities
 
projected in Solanda. This analysis has included a review of the
 
standards demanded by local authorities and of the composition of the
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expected population, both at the site and in surrounding neighbor­
hoods. 
 An analysis was also made of the ,facilitiesavailable in the
area, so as to eliminate duplication. 
In brief, the facilities
 
contemplated are the minimum needed to adequately serve not only the
population of Solanda but, to the extent necessary, the population of

the adjacent areas.
 

The Sol 
'da Project represents a significant step in helping the
BEV/JNV deat 
. Integrated urban development projects to serve low­income families. 
 It also reflects a significant softening of the

Quito Municipality's dogmatic approach to high standards of con­struction. 
 USAID and RHO/PSA will continue their efforts in seeking

other feasible reductions in project design that can result in
 
lower-cost solutions.
 

2. HG Interest Rate
 

During the development of this PP, the high interest rates in

U.S. capital markets have raised continuing concern among a number of
GOE officials about utilizing HG resourc3s. As indicated in the PP,

the GOE has done very little foreign borrowing in the housing sector.
There is still a feeling among some GOE officials that concessionary
resources are necessary to fund a project like the one proposed here­in. We also understand that during the recent trip to Ecuador of
World Bank President McNamara, the GOE expressed some concern about
the 7.95% interest rate and 15-year repayment terms that will be
 
applied to the World Bank Integrated Urban Development Loan for
 
Guayaquil.
 

The JNV/BEV does recognize that the 30-year repayment period and
 
10-year grace period on 
the AID Housing Guaranty Loan are extremely
favorable terms, and they have requested the HG loan. 
 (See JNV
 
letter, Annex II-A.) 
 Though there continues to be some concern about
the burden on the BEV/JNV of the 11% to 12% interest rate, USAID
 
believes that many of these concerns exist because the new GOE has not
yet exhausted its analysis of various funding alternatives which exist
internationally. 
 Once the GOE fully understands the relative advan­tages of the HG terms, interest rates should no longer be an issue.
 

3. The Future Role of CONADE 

The Project proposed in this PP anticipates that during 1980 an
Urban Development Secretariat will be established within the GOE's new
Consejo Nacional de Desarrollo (CONADE). 
 CONADE was established in

the 
1978 Ecuadorean Constitution and its implementing legislation is
now being rigorously debated in the Ecuadorean Congress. 
 As proposed,
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CONADE will have substantial influence over GOE budget allocations and
will have direot planning and coordinating responsibility for OOE

integrated development programs directed to the poor in both urban and
rural areas. The GOE's Vice President will direct CONADE. 
 The older
 
National Planning Board ,(JUNAPLA) will be merged into CONADE once the
new legislation has been approved. 
USAID believes that a stronger

national planning and coordinating agency will emerge with CONADE.
 

CONADE's Urban Development Secretariat will be responsible for

administering an Integrated Urban Development Fund. 
 Through this
fund, it will plan and coordinate the implementation of the type of

integrated urban development projects proposed in this PP. 
Specific
project activities will be implemented through regular GOE or other
 
agencies (e.g., JNV/BEV for housing, municipalities for infrastruc­ture), with CONADE providing overall coordination. In a sense, the

Urban Development Secretariat will do much of the work that AID and
the World Bank have done in planning integrated urban development

projects because of the lack of an overall GOE planning and coor­
dinating agency in this sector.
 

The future of CONADE is now uncertain. Its implementing legis­
lation has been stalled in the Ecuadorean Congress for over three
months, and it is not clear when it will emerge and in what form.

This legislation is 
one of the centerpieces of the new Rold6s adminis­tration's program, and it has become involved in the increasing con­
flict between the Ecuadorean legislative and executive branches of
government. While USAID believes that CONADE will emerge in 
an

acceptable form, there is a possibility that this may not occur or
that its new legislation will be so diluted as to make CONADE ineffec­
tive.
 

Should CONADE not emerge in an acceptable form, the strategy

proposed in this PP would aim to establish the planning/coordinating
function for the new integrated urban development system within the
JNV. 
 In USAID's view, the CONADE system would be superior because of
CONADE's greater ability to coordinate all GOE and autonomous
 
agencies. 
 However, the JNV, while less desirable, would be a feasible

alternative to CONADE.
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F. PROJECT COH4ITTEN
 

The Project was prepared with the assistance of the following
 
persons:
 

USAID/E:
 

Michael H. Hirsh, Capital Development Officer
 

RHO/PSA and DS/H:
 

Mario Pita, Chief Regional Housing Office, PSA
 
William Gelman, Housing Officer, RHO/PSA
 
John D. Miller, Housing Officer, DS/H
 

Contracted Consultants:
 

Edward Robbins, National Savings and Loan League 
William Roach, National Savings and Loan League
 
Janet Kennedy, National Savings and Loan League 
Peter Weber, National Savings and Loan League
 
Abad Ramirez, National Savings and Loan League
 
Howard Kane, National Savings and Loan League
 

JNV/BEV:
 

Arq. Eduardo Franco, Manager, JNV
 
Econ. Xavier Andrade, Manager, BEV
 
Econ. Bolivar Costales, Financial Manager, BEV
 
Sra. Hilda Eguez de Jaramillo, Director of
 

Social Programs, JNV 
Ing. Gabriel Jarrin, Planning and Construction
 
Director, JNV
 

Mariana de Jes6s Foundation:
 

Sr. Jorge Landivar, Executive Secretary
 
Lcdo. Rafael Cordero, Director of Social Services
 

Department 
Arq. Ernesto Guevara, Director of Technical Department
 
Arq. Adolfo Olmedo, Head Architect of Solanda Project
 

Liu4ni cdpality_o f -Qui to: 

Arq. Guillermo P6raz, Director of Planning
 
Arq. Alberto Viteri, Deputy Director for Planning
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The trojteot was reviewed by the folowing Proietao 

John A. Sanbrailo, AID Representative

Angel M. Diaz, Deputy Representative and Head of
 

Program Office
 
Patriojo Maldonado, Program Officer
 

G. RECOMMENDATION
 

The Project Committee has judged the Project to be technically,

socially, economically, financially, and institutionally feasible and
sound, and it recommends that the Project be approved in the form
 
proposed herein.
 



PROBLEM AND PROPOSED STRATEGY
 

A. THE URBAN POVERTY AND HOUSING PROBLEM IN ECUADO
 

One of the most significant trends occuring in Ecuador over thepast 30 years has been rapid rural to urban migration. In 1950 some
28.5% of the total population lived in urban areas (defined as all
provincial and county capitals, a total of 115 cities and towns); by

1978 this percentage had risen to an estimated 42.8%. 
 Considering
that Ecuador's total population has been growing at about 3.4% a year,

over the past 28 years the urban population has more than tripled,

with an annual growth rate of 4.9%, or some 2.5 million persons.
 

While a majority of this migration has been from rural areas to
small urban centers, a fairly large share has gone directly to the

larger cities. Considerable migration has also taken place from
smaller to larger urban centers. 
 The World Bank estimates, for
 
example, that 43% of Quito's population was born elsewhere. Almost
half this number has migrated from rural areas while the other half

has migrated from other urban centers. 
 Both the World Bank and a
recent Gallup survey confirm that the majority of the migrants are
unskilled persons who come to the cities to fulfill economic aspira­tions. Another significant group are those who come to study at

various levels and then remain.
 

The cities have been hard pressed to cope with this influx. The
urban housing deficit is estimated at 
some 234,000 units, affecting
some 45% of the urban population. The housing sJtuation varies
 
according to city. 
 In Quito, and in most other Sierra cities and
towns, migrants and other urban poor typically crowd into the older

housing stock in the center of town. 
 Typicnlly each family rents one
or two rooms, and shares washing and toilet facilities with other

families, often 10 to 30 others. 
 In Quito some migrants also build
adobe houses in illegal settlements on hillsides surrounding the city,

where water or sewerage services are not available; the Municipality
of Quito has identified 56 such settlements. Thus in Quito, which is
growing considerably faster than the urban average, the high popula­tion densities in the center and in the invasion areas are causing
pressures to develop the undeveloped lands in the south of the city.
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In Ouayaquil apProximately 50% of the Population resides
large marginal area called the £, 
in a
 

Migrants generally buildsimple one-room cane houses over the estuary, with precarious cane
walkways connecting with other houses and eventually the nearest
street. 
 Little by little the residents fill in under their houses,
and the Municipality is conttantly extending streets and expanding
water, light, and other services. As residents are able, they typi­cally expand and/or otherwise Improve their houses. 
 The u j istherefore a mix of from the most primitive to somewhat acceptable
housing. Recently, as the mU 2 has moved farther out, newmigrants are starting to invade public and private lands surrounding
Guayaquil, though no services are available. 
Secondary cities on the
Coast generally have their own small6r versions of the .jmkrbW.
Because of the extremely rapid growth of same of these cities (e.g.,
Machala, Santo Domingo de los Colorados, Quevedo, Babahoyo, Milagro)
and the shortage of lands to invade, the housing situation there is
tight.
 

The difficult housing situation is reflected in the national
statistics. 
 For all urban areas, 55.0% of the total units have only
one or two rooms; 34.6% have three or more persons per room; only
40.9% are owned by those residing in them.
 

Local governmental entities have been hard pressed to provide
adequate services to fast-growing urban areas. 
 Though precise statis­tics are not available, the pr, ience of tank trucks rumbling through
many poor neighbcrhoods of Quito, Guayaquil, and other cities, selling
water to residents at prices which are difficult for them to afford,
attest that a substantial percentage of the urban poor does not have
access to public water. 
 Many urban areas ration electricity among
neighborhoods on a regular basis, and invaded areas usually have no
service at all. 
 Many poor neighborhoods have no access to sewerage.
USAID's experience with an OPG in 
a poor neighborhood of Quito
demonstrates uhe overcrowded condition of the elementary school there,
the difficult access to technica'. 
an or high schools (the closest about
hour's ride by bus), the lack of health ticilities, the lack of any
sort of day care, the problems of communications (not a single tele­phone line to a neighborhood of (,000 persons), and the problems of
transportation.
 

Probably the worst effect of the migration has been an inability
to create enough productive Jobs "or the growing urban labor force.
The influx of workers has created a 
mass of underemployed individuals
who work outside the occupations covered by minimum wage laws or
social benefits. 
As the CDSS indicates, some 47% of the total urban
families do not earn enough to cover the GOE's basic household basket
of goods and services, and some 30% of the total fall into a poverty
situation where it is difficult for them to meet even the most basic
needs. 
 The most recent World Bank Economic Report, using somewhat
 



different definitions, indicates that 505 of the urban population
falls below th relative poverty line, 40% falls below the absolute
poverty line, and 20% cannot afford the reooeuended nutritionally
sound diet even if all their income were to go for food.
 

Unless concerted action is taken, the situation will likely grow
worse. 
 If the urban population increases to 60% of the total by the
year 2000 (as USAID projects based on current trends), there will be
9.7 million people in urban areas, compared to 3.3 million at the end
of 1978. 
 If half ccntinue to live in Quito and Guayaquil, the two
cities combined will have 4.8 million persons, 2.8 times the current
 
number.
 

At these rates of increase (5% per annum) housing production
would have to equal 30,000 units per year to handle the numerical
increase in urban area families. 
 In the 1976 look at long-term

housing production needs, the JNV estimated that the public sector
would have to produce 60% of this amount. Thus, by the year 2000
public sector production in urban areas nationwide would have to be
18,000 units annually merely to cover the increase in households, not
to deal with the accumulated stock of substandard n.- overcrowded
 
dwellings.
 

With both the workforce and the student population increasing as
 a percentage of the total population, the country will have to find
three times more jobs and school places than it now provides. And as
AID's Shelter Sector Assessment shows, housing institutions will have
to triple their real investment in housing just to satisfy increasing
demands (i.e., keeping the current deficit from increasing). 
 In
short, it is unlikely that the country will be able to provide enough
housing, water, electricity, schools, health care, jobs and other
infrastructure and services for this growing urban populatioo unless a
more organized, planned, and systematic effort is undertaken, with sub­stantially increasca financial commitments.
 

B. MAJOR .. NSTRAINTS 

There are several constraints which have prevented the country
from effectively addressing the housing/urban poverty problem and
which continue to impede efforts to do so. These were detailad inAID', 
1976 Shelter Sector Assessment for Ecuador. 
There are sole
.iign: ot improvement under the new government's emphasis on this
sector. The proposed Project will attempt to address these con­straints through both the model project and TA.
 

1. The (;OE has not developed effective policies to deal vith
low-cost housing and other problems of thc urban port. 
 Urban
development projects have generally been undt,'"ken on a
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targeta-or-opportunities basis without any syatematiy polioyand 	program frmework. 
The 	National Housing Boardthe Zouadorean Housing (atV)aidBank (BEV) have narrowly concentratedon Individual housing projects without concerning themselvesabout provision of complementary infrastructure, sooiaservices, and employment/training programs directed at the
poor. No other institution (u.g., 
the 	National Planning
Board) has aoved 
to effectively fill the critical coordina­tion gap. Other important policy issues (e.g., 
interest
rates to homeowners, design standards, resource allocations)
have not been resolved through a long-run commitment to

low-cost housing.
 

2. 	Existing housing institutions have not focused on low-income
groups. 
 A recent conference in Quito, sponsored in part by
AID, showed that the savings and loan system currently conoen­trates on the 66th to 88th percentile strata of urban income.
Projects sponsored by JNV and BEV have almost completely
focused on the 50th to 80th percentile income strata. Only
one small JNV/BEV project, Hacienda Mena in Quito. has been
able to reach a level below median income.
 
3. 	There has been inadequate institutional capacity to deal
effectively with low-cost housing and integrated urban
development. 
 In the public sector, the JNV and BEV, though
in excellent financial condition, have not had the human
resources to deal with urban problems on a major scale. 
 The
private sector lacks the organizational capacity to partici­pate in 
a major way in effectively attacking the problem.
The 	savings and loan system is 
near capacity in the subsector
in which it has been operating; there are no large housing
construction firms;


inadequate and domestic materials supplies have been
to handle massive private nationwide housing

projects.
 

4. 	There has been little innovation within Ecuadorean housing
inatitutions on approaches to dealing with low-cost housing.
There has been considerable resistance (now lessening) to
housing technologies such as core solutions and sites and
services. 
 There has also been an almost total lack of
research on more efficient building materials, designs, and
metnods appropriate for Ecuador.
 
5. 	 No process exists which permits absorptio-design 	 Into projectof the dynamics of acquisition and 	 constructionlow-income families of shelter, the management of these 

by 
communities, and participation by these families in the
provision of services. 
A key element of integrated shelter
 



proJeots is,oMmunlity.based organizations, nonprofit organi­zations, and other private and public institutions thgAt o1"a
serve to assist lou-:iroome groups to best use the publio endprivate resouroes available to them. The lack of institutions(public and 'private) capable of providing teohnical asis­tance to low-inoome families to make better use of theirresources has been a serious impediment in addressing the
urban poverty problem.
 

C. E POLICIES AND PRIORITIES 

1. Past Performance
 

The recently elected constitutional government, which took office
August 10, 1979, is the first Ecuadorean government interested in mak­ing a serious, major, concerted commitment to addressing Ecuador's
constraints in 
a coherent and systematic manner.
 

The military governments in power from 1970 to 
1979 recognized
the problem of the housing deficit, particularly among low-income
groups. 
 They took several steps to carry out their policy. 
 One was
to lower BEV interest rates to 4% for poor families (setting a range
from 4% to 12% 
based on family income and loan size). Another was to
allocate several million dollars a year of petroleum revenues to the
BEV at zero cost. 

production 

A third was to establish the JNV as a significantinstitution with Cabinet rank. 

The military governments, however, mixed these production­oriented measures with concepts of housing s~andards which, aconsiderable degree, undermined their efforts to truly reach 
to 
thelower-irome strata of the urban population. Basically,leadership held to a standard 70 n2 

the JNV , three-bedroom house whose price,
even with low-cost loans, could not be brought down to levels appropri­ate for the lowest-income half of the nation's families. Thus, the
two public sector housing institutions (BEV/JNV and the Social
Security Institute, JESS), as as thewell savings and loan system, allevolved as housing producers for the middle to upper-middleaddition, no institution ventired to 
class. Intie complementary urban develop­ment actions, such as social infrastructure and income-increasing


activities directed to 
the poor, to 
their projects.
 

2. GOE rA in Dev jtS 

The new government has given low-cost housing and urban develop­ment high priority. 
 In public speeches, to officials have stated
r
that low-cost housing in major urban centers is an urgent priority,
and JNV/BEV and IESS are being encouraged to move 
forward quickly with
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specific projects. One expressed OE objective is to start oonatruo­tion of 10,000 houses ithin the next year in Ouayaquil, with amaximum price per unit of 100,C00 auores ($4,000). This effort is now 
underway. 

In addition to undertaking projects, the GOE is in the process of
developing a new housing/urban develcpment strategy and related
policies. 
 The GOE has already issued a document outlining 13 basic
goals and 21 programming points to guide it in its development program­ming; the document then details actions to be taken in certain key
sectors. 
 One of the goals linted is "to better the housing oonditions
for less-favored groups, in both urban and rural areas." 
 In the
detailed section on housing and urban development, the document states
that the government will undertake "preparation of an urban develop­ment plan; begin -esearch on new building materials, low-cost housing
constuction systems, and prugrams of provision of services to low­incowe neighborhoods; provision of incentives to the industrial sector
to construct low-cost housing; reorientation of the public sector
financial system toward low-cost housing; provision of organizational
assistance, motivational training, and other technical assistance to
beneficiary groups; and strengthening of the BEV and the savings and
 
loan system."
 

The GOE Planning Office (JUNAPLA) is preparing the GOE's Urban
Development Plan together with the advisors of the 
Vice President who
are expected to head the new National Development Council (CONADE).
The Plan is currently in draft. Some of the elements included in thedraft stipulate that:
 

* 
 Integrated urban development projects shall focus on the
poor. 
 BEV should concentrate on the lowest stratum (family
income totaling the equivalent of one 
to two times the
minimum wage (S/1,000 to S/8,000 or $160 to $320 per monthof 1 January 1980), asIESS on income of three to four times theminimum wage, and the savings and loan system and other
private entities on incomes from five times the minimum wage
on up. 

* Income should be the factor on which solutions and home 
mortgages are based, with low-income families paying no more
25% of their incomesthan for monthly payments. 

* Employment creation should anbe essential part of urban 
projects.
 

* There should be a more organized and equitable use of land(e.g., controls to prevent speculation, use of expropriation
when appropriate, use of zoning, municipal planning andcontrols, and programs of sites and services in 
areas where
land invasions would otherwise occur).
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 A coordinated system should be established for undertaking
low-coat housing (integratinS planning, ftinanoine, and
 
implementation).
 

* Use of local organizations and participation of beneficiaries
should be encouraged and assisted.
 

* Local small industries, particularly for production of con­struction materials, should be assisted. 
 BEV loans may be
used for such support.
 

* Massive capital flows should 5e encouraged to go toward
low-cost housing (through eImination of capital gains taxes
for the subsector, creation of a secondary mortgage market,
use of tax incentives, and rediscounts from the Central
 
Bank).
 

0 
 Subsidies should be used discriminately, based on income of
the recipients and on types of solutions.
 
T
The private sector should be involved as much as possible in
the subsector.
 

0 
 Appropriate technologies should be utJlized, and materials
costs should be kept as low as possible (through state con­trols on materials prices, more competttion, lowering ofstandards, TA to the construction and materials industries,
use of unfinished solutions, and use of mass production). 

3. GOP u o'h~e~jgy t~ g
 
U.1AID officials have 
 met with Ecuador'sheld a Vice President and haveseries of subsequent meetings with his principal advisors. TheVice President specifically asked that AID assist in integrated urban
develop,nent as one of the major areas of action for AID cooperation in
Ecuador. 
 fe was aware that AID has already begun discussIng the
Solanda Project, and he agreed that it would be 
an appropriatt first
project.
 

lhe Vice PresiJcncy is proposing the crtzitionurban development or an integratedfund to finance essential elements of specificpriority projecti in this sectot, and the establishment of an adminis­trative coordinating unit under CONADE for the sector, and is pro­paring legislation to present to the Ecuadorean Congress to place in
 
P'lan. 

motion the various measures proposed in the draft Urban Development
While these measures together, which may take a year or more to
become operational, will constitute a viable mechanism for addressing
the sectoral constraints identified above in B, the Vice Presidency is
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4to assist the 003 in establishing an etteotlys InstitutionaInvmechi..s 
'' 

to deal with the -housing/urrban Poverty problem, both throug oc~hncal
assistance and by supporting its priority action projects. 

D. INTERNAXIONAL DONOR ACTIVITIES 

In the postj low-cosat housing and urban development projec.
particularly those directed to the poor, hay*onot beenooidered-iot
high priority.~As a resultt, re external toohnioal asistane or,
financial resources have been directed to the hcusirUrwban develop­
ment sector. Vith the exception of an, AID'seed capital lOeiN 11

aHO In 1969, and one IDB loan in 1961, noexternal. resow'oes, have's 
gone to the BEV. In facto In the lost decade n6 external'resources 

4have been contracted by the public sector-for housing1inEuador'. 
.> j 

bcoept for Its 1961 loan toethe_ BA, IDO's invlvement, Ini OhSw 
sector has been, Ilimited to urba infrastructure. A 197 ~ f..$2
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stages of negotiation with the GOE to-help the',latter iw~it'low-OObt
 
an inji ted
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project with many of the same elements as the Project proposed heeiin.
Excetefo uan upgrading plansan 	 197 4,GO0 

INID credit will be for $31 million 'at 7.95% interest, fifteen--The 
year term , tour-year grace, to carry out four subprojects: 

.	 urban upgrading intwo squatter areas, which Aill provide
 
~ basic infrastructure and latrines to 3,600 tamnilies; 


.	 provision in two other areas of 3,700 serviced sites and 500
 
core housing units;
 

'40 	provision ot 9,700 home improvement loains in the mswbkJ& 

through the BEV; and
 

provision or s'nme 6,400 small business loans through a
 

private bank.
 
4 

he total coat of the project is expected to be $51.6 million.
 

This is the only housing project with international ftinanoing in the
 

discussion with the O0E other than the Project"being pro­process o 

posed in this PP.
 

has 	taken on a uniqueLow-cost shelter construction in Guayaquil 
1. 	Invasion or virtually unbuildable lands4
character since World War 


Kuni ipality, and the consruction
nominally owned by the state or the 	
J
 

p.. ,LAThIis area, at firat 
or cane houses on poles have createdthe Rk 


ot any munioipal services, traditionally becomes the, focus of
devoid 
political movements, often daeogogiO, that leladto tho;e 'ral, prov
 
sion or streets and water supply. (Sewerajo Is provided only well
 

atter all other services.)
 

-f4 44 ­+:s+ ++ +++:. ; +4 	 144 

4	 I? I
4 41444I44 .
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In recent years the invasions have begun to spread to land held
 
in the OOE bank for future standard shelter projects. Construction in
 
these areas follows the pattern of the rural, coastal areas that has
 
become common in the sb i.
 

The IBRD project is designed to help the municipality increase
 
its capacity to deal with this spontaneous growth. The focus is on
 
development of institutional staff 9nd processes that will lead to
 
more consistent efforts to upgrade already invaded areas and to
 
receive the in-migration.
 

The sitrs and services component will attempt to convert the
 
unique dynamic of the suburbio to sites on the periphery of the metro­
politan area where a basic infrastructure network will be located.
 
Street, electricity, water, and sewer networks will be installed.
 
There will be no individual lot connections. Plot owners will have to
 
pay for these as income permits. The unit cost of S/55,500 ($2,200)
 
will include a one-room cane structure without sanitary fixtures
 
(S/14,100, $564) and a 90 m2 lot (S/41,412, $1,656). The land and
 
infrastructure costs are included; however, the solution does not
 
include the cost of any community facilities.
 

The core housing component will result in production of masonry­
2
walled units of sizes varying from 30 m2 to 60 m . Individual sewer
 

connections will be used. Community standpipes will provide water
 
until municipal systems increase pressure and services to the area.
 
Unit costs will run to a top of S/100,000 ($5,000). Land will be
 
included in the purchase price at a cadas'tral value well below actual
 
market valuation. Community facilities will be the responsibility of
 
the Municipality and costs will not be recovered by the beneficiaries'
 
payments.
 

The .jales price of the site and services solutions for the 
Mapasingue subproject of the IBRD program will run lower than the
 
$2,200 noted above because the Mapasingue area is already more
 
developed than the other project areas. The $2,200 price of the other
 
solutions, however, is very close to the price of the lowest-cost core 
unit (Floresta), which is estimated at S/60,000 ($2,400). Because of 
the geographic dispers:._. of the IBRD project sites, and because many 
areas are already inhabited, the effect of this narrow cost differen­
tial w!'.l not be market-tested and, therefore, does not serve for com­
parison with the solution strategy applied for +he Quito area in the
 
proposed Project. It seems probable that, were the units offered in
 
close proximity, far lies would select the slightly higher cost, more
 

omplete core unit. 
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E. WSRTG 

1. DA.Bk&Cron
 

AID has played a major role in assisting Ecuador develop its
 
housing institutions. 
 In 1961-62 AID technical assistance grant funds
and a seed capital loan of $5 million contributed to the formation of
 
the BEV. 
The loan was directed in part at the formation of the
savings and loan system, and funds were disbursed through the BEV to
 
the newly formed savings and loan associations.
 

In 1968 a HG was authorized to private Ecuadorean developers to
 
finance the consuruction of 359 units located in the La Chala neigh­borhood of Guayaquil. The project was designed to show that a
 
properly planned private sector housing project could stabilize the
housing development occurring in the suburbio. 
The cost per unit was
 
approximately $3,900, and the HG drawdown approximately $1.4 
million.
 

A second HG project, authorized in 1969, was instrumental in the
 
strengthening of the savings and loan system. 
Again, the BEV was the
borrower, passing the funds through to different savings and loan
 
associations as subprojects were developed. 
 From these small initial
AID investments the BEV and the savings and loan system have both
 
grown to financially healthy institutions, which together are financ­
ing about 15,000 units throughout the country each ':ar. 

In anticipation of a possible reinitiation o.' the AID program in
Ecuador, AID, in 1976, conducted a Shelter Sector Assessment. This

study compiled available data, analyzed constrair ts, and made recom­
mendatione. Though certain financial data are Yow slightly outdated,

the Assessment remains valid as to its analyrio of constraints and itsrecomrendations. It has served as a basis ".r developing the strategy
detailed in the following paragraphs and the Project proposed in this 
PP.
 

2. Proposed Strate~gy 

Based on their analysis and their talks with the new government,
USAID anu RHUDO/PSA have identified the urban poverty problem as a
priority sector of involvement and 
intend to provide major assistance
 
to the GOE in carrying out the latter's evolving integrated urban
development strategy. The strategy, however, is not merely to con­
struct a certain number of houses or effect a certain quantity ofother outputs, but rather to develop new technologics and institu­
tional arrangements (in short, a mechanism system)or for undertaking
integrated urban projects in a systematic way. AID plans, therefore,

to help the GOE finance a series of integrated demonstration projects

over 
the next five years, as well as to provide the GOE with technical
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assistance and other inputs that will lead to the emergence of this
 
new system which can address the housing, employment, and intrantruo­
ture needs of the urban poor.
 

The key institutional elements of the new system will be the
 
following:
 

a more effective coordinating organization that can ensure
 
that all elements necessary for implementing projects (e.g.,
 
low-cost housing, physical and social infrastructure,
 
employment and training activities) are provided by either
 
public or private sector agencies,
 

0 


* 	 an integrated urban development fund to provide financial 
support for such projects, and 

the emergence of a series of public and private sector
 
"developers" who can design and implement integrated urban
 
development projects at the target group level.
 

3. 	Components of the Strategy
 

a. Low-cost Housing: As physical and social conditions vary
 
widely in Ecuador, low-cost housing solutions are also expected to
 
vary widely. In each project undertaken, however, appropriate solu­
tions will be provided to reach the 20th to 50th percentiles of the
 
income distribution, with special efforts made wherever possible to
 
lower the range to the 10th percentile.
 

b. Physical Infrastructure: The few low-cost housing
 
projects undertaken in Ecuador to date have lacked some or all
 
physical services. All projects undertaken will be assured of
 
adequate water, sewerage, electric service, streets, access routes,
 
proper drainage, and other physical infrastructure.
 

c. Social Infrastructure: The provision of adequate
 
schools, health centers, markets, day-care centers, community centers,
 
recreation areas, and other such facilities, though required by law,
 
has been a constant problem in growing urban areas in Ecuador. All
 
projects undertaken will include provision of such facilities based on
 
a process of careful planning and interinstitutional coordination.
 

d. Job Creation: The target group is characterized by
 
considerable undere-ployment, sometimes in the head of family, but
 
more often in the second or third family member within the labor force
 
(usually women). Each project will provide a means to train such
 

persons and help them obtain more stable and productive work, most
 
likely through small industry credits and technical assistance.
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e. SOcial Or~pnizat'_M: 
 There is a tradition in Ecuador, in
both rural and urban communities, of community members working togeth­er for the common good (the m2_M). 
All projects undertaken will help
foster this tradition, through cooperatives and other forms of organi­zation, so as 
to create community unity and to accomplish certain
community participation in the design and implementation of projects.
 

f. Institutional Coordination: 
 The execution of housing
projects for all income levels has been marked by a lack of coordina­tion among those institutions with the responsibilities for provision
of the services and facilities mentioned above. 
 For example, the JNV
previously has not effectively coordinated with the municipal govern­ments in the communities in which it has worked, often causing severe
conflicts as to standards and the timing of implementation. 
 Public
and private entities wishing to serve as developers have also had
problems coordinating with the JNV, perhaps contributing to the short­age of developers. 
 There has also been poor coordination between
developers and ministries. 
The GOE with AID assistance will attempt
to establish a mechanism where in each project there is coordination
 among: 

0 The JNV as the GOEsmainpolicy-makigfor 
ou9_ag. The JNV will be expected to assist with thedesign and construction of both the housing and the

physical infrastructure. 

0 A-developer. The developer will coordinate all aspectsof specific projects. The developer, will be expected toprovide the land, help design the project with the JNV,and carry out the social infrastructur, job creation,and social organization parts of the project. Thedeveloper, may either be a public institution (e.g., IESS,a municipality) or a private one (e.g., a foundation, a 
housing cooperative). 

The finncialentty. Usually expeoend to be the BEV,the financial entity will provide orediL- to meet theneeds of the target group (see suhsection g. below). 

Municipalogovernment. The municilality will assureaccess to the required physical infrastructure and toneeded municipally supplied or regulated services (e.g.,public transportation, trash collection). The munici­pality must also approve all housing, physical infra­structure, and social infrastructure plans. Emphasiswill be placed on developing standards which assure safe,sanitary conditions without unduly increasing project 
costs. 



T e ministries. Ministries, such as Public Health,

Ed'ucation, and Labor, will provide necessary aseistAnce 
In the plaqning, construction, and running ot.tt,',iboial:, 
infrastructure and service facilities and progras. 

.	 The rivate sector. The evolving policy of the GOE is to 
use the private sector in whatever ways possible in the 
execution of projects. Project planning will therefore
 
carefully consider the role of the private sector, defin­
ing those areas where its contribution can be effective
 
and where incentives to its participation are expected to
 
result in lower costs.
 

g. Financial Mechanisms: Project financial planning will
 
help establish mechanisms designed to assure access to all project

elements by the target population. Lending techniques such as vari­
able payment mortgages will be considered when appropriate. Utility
 
tariff structures will be programmed so that infrastructure costs may

bc 	equitably distributed. Mechanisms will be created (perhaps through
 
a central GOE urban development fund) to assure funding of the social
 
infrastructure, credits for the job creation element, and other proj­
ect components. The financial contributions of each institution will
 
be carefully defined.
 

h. Urban Planning Concept: Each project activity will be
 
designed to fit into the context of the urban area of which it is a
 
part, as far as infrastructure, services, and other aspects are con­
cerned. In addition, and perhaps more importantly, AID will assist
 
the GOE with technical assistance in macro-level urban planning, so
 
that projects are well planned and are coordinated among all concerned
 
entitles in accordance with GOE policies.
 

The objective of the GOE and AID is not only that each AID­
supported project have the above elements, but that by undertaking 
demonstration projects system established as:iure alla be to that 
those elements are present even in projects not assisted by AID. In 
effect AID will be serving as a catalyst so that five years following 
Initiation of thir first proposed project, the GOE will have the 
capacity to effectively plan and carry out integrated urban develop­
ment and shelter projects throughout the country. 

As mentioned earlier, it is expected that within the next year
the GOE will take s;everal important steps toward establishing its 
integrated urban development system. Until these elements are 
In
 
place, All) and 
the World Bank will have to play larger roles than will
 
later be the case in the planning, coordinating, and financial aspects
 
of the projects they assist.
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USAID intends to support this integrated urban concept in
a
variety of ways. Grant-fUnded technical assistance is expected
to strengthen certain key institutions, to assist with insti­
tutional coordination, and to engender the concept of compre­sive urban planning within the GOE. 
In each AID-assisted project, aHG is expected to assist with the housing solution costs, as well ascertain utility financing when appropriate. When necessary, USAIDwill consider loan financing for other inputs, such an a oredit fundfor the Job creation element and support for the GOE's urban develop­

ment fund. USAID will also consider OPO or other grant financing for
the social organization and related project elements.
 



hanrposedthat the 'fst'*suprof.the OOE'':,ntegrated-'1urban "deyve'AID projet'mnpoe"Lm ~' 'PrjecI uito. 
'heasb e tagovrnmen, 'discssed tht: orld-
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tor,and'identifidjeol osbe prets idiin thtaHssupport~e 

urbandevehopment approach courdUS~~lD.:a~~~ay:: 'romompl bespduotivly applied to interated-oo toa ein'Mirbhr~t,dut 1t 9'-fore a,projeatslinQuito, Guayaquil, and/or in the faya-gowing secondary 
k cities, 

----Subsequent and discussions t-henetgoV .rnentl,adanalysi tawiUSAID away from multi-locational efforts for thi~s first Project', as 
both parties felt that foous on one city would make9 easier the orea­
tion of a system of planning and project coordination. The advanced 
state of. the negotiations between the GOE and the World Bank also led 
AID away from considoring a project in Guayaquil at this time, as it 
was believed that anything beyond the World Bank project plus the
other dOE for Guayaquil would overly taxhousing activities planned
the capabiities of institutions in the uayaquil area. Principally
for these reasons, the eOE and USAID decided that the first AID urban 
poverty effortshould focus on Quito. Furthermore,a it was thought
that a HO project in the capital city would most likely be able to 
attract the attention of the principaliOE agencies involved in. urban
development, and thus more easily contribute to full political support
for an integrated urban development system. 

The demand for housing and related urban development actions is 
as great in QuIto as anywhere else in the country. The city has apopulation grovth rate estimated at 5.6% per annum, higher than 
ouayaquil, and receives some 25,000 migrants per year. A large number 
of its nearly 900,000 inhabitants live in substandard conditions, prin­cipally in the central parts of the city and Inspontaneous develop-

Ments on the city's periphery. Based o an analysis of census and
planning data, itisestimated that 9,000 dwelling units would be.
required annually if the city's housing needs were to be met as

compared with the 2,500 being produced institutionally at present.
 

After extensive discussions with the JNVI during which a nuberof alternatives were analyzed, the Solanda Projeot9 was selecated <as the 
.first IlO-aupported integrated urban development project for, never al, 
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important, interrelated reasons. 
First, the Project provides anopportunity to plan a large, low'-income section of Quito in a way thatwill relieve some of the pressure from t - 1rowded center and from thespontaneous, unserviced settlements on ti .±ty's periphery. Quito islocated in 
a long narrow valley, with development able to occur both
north and south of the city's center. Most of the available land to
the north has already been developed, and high land costs in that area

preclude development of the little remaining unoccupied land for low­income populations. 
 In the south, however, substantial tracts of land
remain available, and this is the focus of JNV/Munioipal planning for
low-income groups. 
 Some of the land is publicly owned, and most of
the rest falls under a GOE regulation requiring that sale for develop­ment be approved by the JNV. 
The reasons these tracts have not been

developed to date include the fact that access to essential infra­structure, particularly to water, has not been available in that part
of the city, and the absence of ccordination among all the parties
with responsibilities to provide physical infrastructure, social infra­structure, essentJal services, anproval for plans, and other related
 
elements.
 

Solanda sits squarely in the center of the southern part of the
city and will set an 
example for the development of the entire
southern part. 
 By assuring the initiation of work to provide this
 area with accessq to water and sewerage, and by setting up an effective
institutional 
mechanism which the JNV expects can easily be replicatea

in adjoining areas, the Solanda Project should be the spur to ra, iddevelopment of -i large area for the benefit of the poor that can

ultiiiat.eLy relieve 
 the 3er'ious housing situation in the city. 

A "ocond reason for selecting Solanda is the existence of aconr-muitrient to developmient of that a'ea of southern Quito for low­incom- group:3. The developer of the Project, the Mariana de Jes6s
Foundati.oi, has been working on project design and 
 the financing overthe past. seven years. About three years ago, the Foundation signed anagreement with the JNV, committing both institutions to developing thetract to bonetit low-income groups. Though certain problems stood inthe way (-f' imliernentatJon, these elements began to fall into place asth. All, project, developmenrt process got underway. AID, in effect, has
servd :;:i:- :at.alyst in bringing 
 into being one of the miost innovativeirit.egrat od urban development projects to be developed in Ecuador.
Thu:;, Ih . VroJect carn contribute to the GOE's objective of gettingaction proj-cts ,ndrci-way as soor as poss3ible, while providing theba:;i. For dovolopment of the broad-scale integrated urban development

ytl d12 ' i 'nm d above 

A third reaion for selection, of the Solanda Project 1 , that itsdeveloper han, the resource:s to carry out those elements of the Projectl-ich are its responsibility. Once the GOE's integrated urban devel­opment fund is created, it may well be possi'le for other developers 

http:Foundati.oi
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with more modest resources to undertake similar projects. For the
time being, it is necessary to have a developer with a certain ihinimumof resources to finance socialthe infrastructure, job creation, andsocial organization elements of an integrated project. 

A fourth reason for selecting Solanda is that the Project was 
largely developed and will be implemented by a local PVO (the
Fundac16n Mariana de Jesus). 
 This effort can forge an important

working relationship between the Ecuadorean public and private sectoru
in dealing with the problems of the urban poor. 
Though the developers

of future projects are expected to include other types of institu­tions, both public and private, current AID policy encourages support
for and use of private nonprofit organizations in AID development
 
programs.
 

The final, and perhaps the most important, reason for selecting

Solanda is that it has all the elements of the GOE's proposed inte­grated urban development approach, so 
it is expected to serve as an
ideal demonstration project. 
 Because it has the participation of the
full range of institutions, it will be possible to develop, formalize,

and test a model of planning and coordinated implementation which can
 
later be adopted for use throughout the country.
 

B. PROJECT GOAL AND _PURPOSE
 

The proposed Project will be undertaken In support of USAID's
3ector goal of improving the income and well-being of the urban poor.
The Project launches the first integrated shelter and urban develop­ment activity under the GOE's new urban strategy. A $20 million HG
loan and over $410 
 million in counterpart contributions will support

construction of' a demonstration project combining infrastructure,
social services, and income generation activities. A $630,000
technical assistance program will support the establishment of the
integrated urban development system by assisting in the 
formulation of
national housing policies, urban planning, shelter and infrastructure
financing, community-controlled enterprises and job creation activi­ties, and target group participation in shelter and community ser­vices. The Project purpose, therefore, is to implement a modelproject thau can contribute to establishing an integrated urban
development system to serve Ecuador's urban poor. 

C. PRLO JECT OUTPUTS 

'he outputs of the proposed Project will be as follows:
 

1. A planning process that can serve as a model for application

in urban areas of the country and that will assure the
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coordination of public and private sector institutions in the
 
production of integrated shelter and urban development
 
projects.
 

2. 	A comprehensively planned residential development of the
 
Hacienda Solanda site in Quito, directed at families with
 
incomes ranging between the 10th and 45th percentiles of the
 
income distribution for the nation's capital. This Project
 
will include:
 

a. 	Construction of approximately 4,500 shelter solutions,
 
all of which will be units requiring completion or
 
expansion by the homeowner. The units will have habit­

2
able areas ranging between 20 m2 and 78 m on lots of 60
 
2
m2 to 122 m , with all units having individual water and
 

sewer connections and sanitary fixtures (see Table 1).
 

b. 	Construction of the related community facilities, includ­
ing schools, a health care center, day-care centers,
 
public service outlets (e.g., police, post office, munici­
pality), commercial outlets, a cultural and community
 
center, and offices for cooperative organizations.
 

c. 	The necessary on-site and off-site infrastructure, includ­
ing water supply, storm and sanitary sewers, access
 
routes, and electricity.
 

d. A comprehensive community development program, to include
 
neighborhood organization, social assistance, construe­
tion assistance, and the support or creation of small
 
businesses and community-owned enterprises.
 

3. A technical assistance program which will result in, at the
 
national level:
 

a. A set of urban development and low-cost shelter design
 
standards with emphasis on the provision of community
 
facilities, and environmental protection guidelines.
 

b. Shelter finance policies to reflect the need for flexi­
bility when dealing with ].uw-income families (financing 
of partial solutions, graduated-payment financing), and 
the need to maintain a healthy base of resources in
 
addition to GOE funding available for investment in
 
shelter programs.
 

a. 	A set of guidelines dealing with the setting of user
 
charges for public infrastructure and other policies of
 



TABLE 1 

DISTRIBUTION OF SOLUTIONS 

Type of Number of Sales 5% Down Loan 25 Monthly (1) Family Income 
Solution Solutions % Price Payment Years Payment Income(2) Percentile 

A3 445 10 90,996 4,550 86,446 816 3,264 10th 

A4 2,004 45 107,698 5,385 102,313 966 3,864 14th 

A5 223 5 122,557 6,128 116,429 1,099 4,396 26th 

B4 445 10 120,395 6,020 114,375 1,080 4,320 24th 

B5 935 21 135,254 6,763 128,491 1,213 4,852 36th 

D 400 9 160,650 8,033 152,617 1,441 5,764 44th 

TOTAL 4,452 100 

(1) Interest rate 10-1/2% 

(2) Based on monthly payment = 25% of income 
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local government affecting shelter project planning and
 
design.
 

4. 	A technical assistance program which will result in, at the
 
Project level:
 

a. The application of a comprehensive planning process
 
between the public and private sector institutions
 
working on the implementation of the Hanienda Solanda
 
Project.
 

b. The formulation and application of an evaluation system
 
for 	the Solanda Project. The results of such e-aluation
 
will be incorporated into the overall formulation of a
 
national system for integrated urban programs for the
 
poor.
 

c. 
A model program of community development and organization
 
with emphasis on the design and use of appropriate facili­
ties and income generation.
 

d. 	A program for assisting self-help housing construction
 
and home improvement.
 

D. PROJECT INPUTS
 

1. 	Financial Inputs
 

Table la. reflects the financial inputs to the Project.
 

2. 	Institullonl Roles
 

a. 	COE
 

Banco Ecuatoriano de laViyienda. The BEV will:
 

* 	borrow the HG funds, obtaining the guaranty of the GCOE
 
for this loan,
 

9 lend and process the mortgage loans traide to th,
 
project beneficiaries, 

* 	provide financing for the site preparation and
 
dwelling unit construction,
 

e 	analyze its interest rate structure and make idjust­
ments as necessary to asbure maintenance of it.
 
capital base,
 

* 	 expand the financial options available to low-income 
families to assure a greater access to adequate
 
housing,
 



TABLE la 

ALLOCATION OF FUNDING 

(000's) 

Uses Sources 

Land 

AID 

11G loan Grants 

BEV 

Fun-
daci6n 

$ 9,900 

Project 
lenef. 

Munici-
pa__L±' 

Total 

$ 9,900 

Urbanizat ion/ 
llouing $20,000 $7,900 $2,180 30.0140 

Comnmun I t y 
Fac I]iIt i1J 1,4q0 11.490 

Conul. Dev, I 
I'ror ai 

O f f--,; i I-, waterI 
and .twe.r 

1,440 

$11,150 

1,440 

11,150 

Techni i l 
A-,i i:t a i, $630 b30 

Tot a1 $20,000 $63O $7,900 $2..830 $2.18o $11,150 $64,690 
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'Junta Nao eando la vie'nodt. dThe JNV will:' 

K * coordinate e ution of the construotion poram 
ioludntg off-siteeinfrastructure"work­

e execute the on-site hnfrastructureprogram"(earth 
movement, water, sewer, eleotrioatynotworkt streets, 

oonstructathe.dwelling.­units, 
assist in the review and adjustment ofomunicipal 

, standards by providing.design assistance and 
experience of work on a nationwide scale. 

the 

b. Fundaoi6 tariana de Jat an.The Foundation giie: 

* donate the land orthe Solanda Project, 
* have rosponibility for the construction of the 

oommunity facilities, 
9 elaborate and exedute the community development 

program, including neighborhood organization,
operatilon of community centers and such programs &a 
social assistance and construction assistance for home 
expansion or completion, and 
tion of small businesses and 

support for and organiza­
community enterprises. 

o. reie pubt.LXof Quitg, Tho Municipality, operating where 
appropriate through its water and soer ' ,uthoritiest 2, 

will:2 

*coordinate the construotion of ott-site infrastructure 
projects (water and sewer), 

9 authorize the 
service, 

extension or public transportation 

o review and adjust infrastructure and dwelling unit 
standards to minimize construction costs,

9 review public utility tariff structures to develop a2 
program at equitAble distribution or capital invest­
ment costs,

* xtend the planning process to include long-term
budgeting of Infrastructure needs.2 

J _V. 

2' 2'2 
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4.4 E. BENEFICIARIES 

The Solanda Project has been designed to meet the needs of 
families living for the most part in the congested neighborhoods inand surrounding downtown Quito and in peripheral squatter neighbor­
hoods. c 

In a preliminary effort to establish a target population, theFoundation published an announcement in the newspapers in 1975requesting an indication of interest in acquiring housing in Solanda.The initial response by 1,800 families was analyzed and indicated that75% of those interested came from neighborhoods surrounding the cen­
tral city area, most of the remainder from the spontaneous neighbor­hoods on the sides of the city. The Project, designed to serve thispopulation, will appeal to families who currently do not own housingand are residing in substandard units in Quito. 

Thoi initial investigation was carried out to permit the.Founda­
tion to select 410 families for a pilot project on the Solanda site.This pilot project has given the Foundation the opportunity to acquirea more complete understanding of the needs and expectations of thetarget population and to develop techniques with respect to communitdevelopment and management whioh will be valuable as thelajrsgeof the project are implemented.lagrsge 

'7 

In 1977 the Foundation updated the information on those'familieswho had Indicated an interest in 1975. Little publicity. aoomnpinfed2 the updating process but 952 families did reconfirm their interest.~The information collected indicates that these families have an~ 

' 

4: 

7.4k 

4. ...... _- _-7_- , 
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average size of more than six persons and are principally occupied in
 
domestic service and small commercial activities; 60% of the 952 fami­
lies questioned reported family incomes per month of $200 (S/5,000) or
 
less.
 

It is estimated that the median income for the Quito metropolitan
 
area is about $250 per month per family. The Project is designed to
 
deal with families with incomes ranging between the 10th and 45th per­
centiles, with 65% of the solutions reaching families below the 25th
 
income percentile.
 



~The City-Of Qio owofcal'ovr.an area, ofyorghly io0Ohectares, -running in'anorth 6uth 'diredctioni6 a':vaiie i "" 
on-6ither side,' is broken roughly in the middleof the developable

area by the Panecillo Hill and by the canyonOthe .'R±k

Historically, most of the development of the-6ity has proceeded'north­ward from the Panecillo 
 where it is now reaching thelimitsof' sy
development. To the south, much of the land was previou . used forcattle ranching and dairy farming;-_ thisat flood­ .. 

i,n ,, s uiite :flat. In recent years the shift in thefocus of resi­
dential development, particularly for low-income families, has oeen
 
toward this section.
 

The Solanda site lies right in the enter of the southern half of

the valley, squarely in the path 
of the city's growth. The156-hectare site is bounded on the north by the Rio Grande and on the 
east by the Rio Maoh~ngara and was previously subject to flooding (3eeFigure 1). The Panamerican Highway runs to the east of the siteN
 
between the Rio Machdngara and the Cordillera Pucard and has been the
magnet for development in this section of the city. 
 To the west of
the site runs 
the second major access to the southern part of-the

valley, the Avenida Bahfa de Cariquez, which has not been extended in 


paved7?'m beyond this section of the city and which, therefore, do­not yet carry traffic comparable to that of the Panamerioan Highway.

Some low-cost housing has been formally developed between the Avenidl

and the group of mountains further to the west called Piohincha. The 
 ,,rhillsides of Pichinoha have also attracted a considerable amount of
 
spontaneous development.
 

As part of the project planning, the Foundation developed a
40-unit experimental program on the site. 
 The units are two-story row­houses on 60 m2 lots. The buildings cover 2 

2 

40 m and provide families '4with 80 m of living space. The cost at the time of construction

(1976) was around $5,000. The experimental program enabled the
Foundation to test various construction materials and infrastruo.ture
 
systems.


'1+ 

The development of the Hacienda Solanda site will influence thetype of units and the level of services applied to future development
in the southern part of Quito. 
Consequently, spenial.effort has been
made to design a project of importance that will provide both minimum
housing solutions and a level of services that can be'replicat'd b
 
national and local government institutions 

:+:, ?!:{5:A ".
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B. PHYSICAL eUTPUT. 

1. Housing Solutions
 

A range of a- helter~ solutions has been d4eveloped, modifying 
designs originally negotiated by theJNV and the oundion aIn order 
to reduce o ts, these solutions draw on the concept of, progressive 
abeunit-ons setr .-. -providesaenough-cost--flexibiity7to
eaonThe -range 


families with incomes below the median urban area level.
 

Lot sizes have been purposely kept small so tht residents will 
be encouraged to make maximum use at community open spaoe, a component 
that in laoking in most of Quito, and at the community facilities, 
which have bean ocated aentrally according to neighborhood. Three 
rectangular lotssize have been selected, The smallest lot is about 

260i2, the medium size is'about 80 m2, and the largest is 122 mn, All 
with laermdtsuin 'toedo watertoaiinanderlir npat o - .. lots will be connected th electrioityiaolanetworks,a to acom-f 
bined atorwater and sewage network, and to streets or pedestrian
walkways. 

The housing solutions are to be unfiniuhod shells designed in 
modules which can be added to far either vertical or horizontal 
expansion. The shell unit and built withis earthquake-proof briok or
 
oement blook exterior Walls, metal windows, wooden doors, al corrugated
 
asbestos sheet root' on a wooden fram , a anitary core which includes
 

shower,t ar loset and kitchen sink, and an outside laundry area
 
with laundry sink Vte remaining interior space is left unpartio

tioned. The floors are smooth cement slab. The interior Walls are
 
unpainted or unfinished. No ceiling Isincluded.
 

The shell house involves an appropriate, technology approach to 
shelter design which enables the beneficiaries to occupy the new unit 
Immiediately. Through both organized and informal self-.help and com­
munity efforts, beneficiaries are expected to add interior partitions
and finish off or expand the unit as needed. As time# money, and lot 
sizes permit, expansion can be either at the first floor level, or a 
Second floor can be added easily. All housaes will have a&rear unt'in. ' 

5ished patio of at least 20 mg. The foundationsfothe ilsr 'ui 
the patio are included.4 

.
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rhe basic solution design In terms of lot size and constructed
 
area may be seen in Figures -4. (More detailed designs and speci­fications may be found in Annex III.) 
 These figures show that the
 
design is based on modules of approximately 10 m . Units labeled "Al


2
 
are set on 60 n2 lots, those labeled "B" on 80 m2 lots, and those
 
labeled "D" on 122 m2 
lots. The "D" lots are corner lots which have
specia] sel-back and street-related requirements set in the municipal

code, and .ill 
be made available to families intending to install
small businesses in addition to their residences. Units labeled A5,

B5, and D3 are constructed with an unfinished second story in place.

The homeowner must add the stairs and upstairs flooring to make this
 
space habitable.
 

Although the Project was originally de.3igned in accordance with
the published construction codes and r'egul-itions of the Municipalityof Quito, the staffs of the Foundation and the JNV have argued for

lower building standards In order to assure that 
costs are held to a
minimum. As a resu.t of thece continuing negotiations, the Munici­pality ha; now appoved in principlc tile overall 
concept of the
Project, that is, smal 1 lots, cobblertnri. nie.)lldary streets, a combina­
tion of paved and unpaved sidcwalks, ;itid redueed parking requirements
and street widthts. There ar',, howevi., other eost-iav ing infrastruc­
ture materialn that, hivo not vet r'eceived tho Iunipallty s approval,such as cement wateLr plpei in .eitd ,I' ieel pipes, wooden electric
poles instead of |)i'eca., ,.,cncrte dtJ+:1, and 1e'mM rigid standards forthe large sewage pipc:i. Approval c&4 th;e alternatives will be
included in the finail a pprrv-] ? f!,,'Fvo, di ;n hy the Munieipality. 

2. _PblJic Ult il Jl e. t "trvi !.i 

a. Wa ter:v iT, Qiutt muricjio pct all e eater sy.3teta consists
of both surface wa tci c'a)l Ict in fr,,:':t 'it, ad,'rie•rit Andean ridges andlocal groundwat(r....-0 t i , ft.i it ,a11) l t'. With the rapidpopulation vrowth kl ., r ,.'IA,. I, . J , e.t i )f'water are
needed. 'I plaion Ii,, ; , . will ,, i'.. u ra ., ;at.er collection
trallasp),ted 'rnt ii ':i: l ,1 i c;,"t....i..n; 

fi , i-.:, antly to the
o,tlh of' Qu i t whfcc-, '' .''' [ ,''. rj': lo aated. 

'Jh|c " tlivl-1-11u :;. i mu , , . +' W; I,.,!-lit, priti pal t rpet
 
1or1' exp);ll'it't ll1 1tii xt 0-i1' l mi 
 I I 1w 'i ' 'Iit,-i, ipply "yntem . To thenorth of* tl,! l ar -1,1'.- t hi,, "o"ci',i+,, 
 -1c h'y the Pitatambo 
t'(atiniermt plalt aniij intwor , wh i c, Ja ti,-4 x;timded to its final 
stage uF c'it 't )im. il'' ":, rI,':T n cici:r.,my (ElAP), motivated bythe pllin lg F'x I ll,- Ilid I':,,.tt tt, 1.:1 d w'veloped a program whichwill provide water. aIer'vice to the Ch! log:,Ill, ParIsh (the area in 
whici the I'icet , li e.) by tit end of' 1981. 
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assimilative capacities of the rivers eliminate any harmful effects
 
from the sewerage.
 

The Project has been designed to give priority to channelling the
 
Rio Grande at least in that portion that lies contiguous to the
 
Solanda site. If this is not done, the already polluted river could
 
be a source of problem for Solanda Project residents who may go near
 
it for one reason or another (e.g., children's play). The channelling
 
project will fit into current sewer company (EMA) plans, using funding
 
from an IDB loan and the newly negotiated Credit Lyonnais loan (same
 
as for EMAP) to carry out the city-wide channelling program. As in
 
the case of water charges, TA will be provided to EMA to help set user
 
rates.
 

c. Electricity: At the present time, the Quiti Electric
 

Company is just barely covering total demand with its existing supply
 
system. Out of seven generating stations, five are hydroelectric, one
 
is diesel, and one is gas turbine. Because of heavy reliance upon
 
hydroelectric power, shortages of water can result in electricity
 
supply problems, thereby forcing the city's neighborhoods to rotate
 
through a daily power blackout, which in one recent experience ranged 
from 5 to 10 hours per' day.
 

A major effort Is being mounted to ensure adequate supplies .,f 
electric power regardless of' weather' fluctuations. Two gas turbine 
plants totaling 20 MVA are now under construction and should be 
operational by Feburary 1980. By November 1980, diesel motors 
totaling 34 HVA are to be installed, and in 1981 a network connecting 
other parts of the country that have more dependable supplies of 
hydroelectric power is to be completed. It. appears, therefore, that 

by the time the Solanda umits are built, the city will have an 
adequate supply of electrlcity.
 

The Epiclachimna suhms.ation )t 10 KVA, located one kilometer away
 
from Solanda, will transmit electricity to the site. Transmission
 
will be through aerial connection to each lot. Estimated connection
 
costs (including meter) are abouet S/11,500 ($180) per dwelling unit.
 
According to the Power Company, a low-income housing project of 5,000
 
units would not significantly change the electricity consumption
 
projections for the tity.
 

d. Transportation: Ey)isting transportation networks will 
undoubtedly be negatively affected by the construction of the Solanda 
project. At present., thf, anamerican Highway, the focus for indus­
trial development to the south of Quito, is heavily congested and only 
two lanes in width. Aui monttoned ear]lier, the Avenue Bahfa de 
Cariquez has not yet been extended in a paved state much beyond the
 
Solanda area. Because of the physical barriers presented by river
 
channels to the north and east of the Project site, extension of the
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Bus-l~ines ar'handled on a franchise basia and usuall.y flo 
n
development fairly closely. 
 Thes franohises are al ocated by 
te
Municipanity's Coisejo Superior de Transportem -w .Consejo.Pdblion The';

in conjunction with technical assistance frmthe4 nihtryh.dtutblin­

trans:portation
"sevlee Bu lins crrenly
needs, Orign/desinatonervi8 the pth~erstudiesnwin oh6 dae:
.0 ity.n1e,:eoondU6'ted to
help in the development of a more effiioent network of4 bus 
(e.g.,f
all bus lines now go through the city center, resulting in
congestion and overservioing of the area), 

; Because bus transportation is hnndled by the private sectorof vehlois nro lon,.w-a-be evndexclusively, even t,tifeco-6f-, :noa~r!:::itA:ubiwith intervention by the Consejo on an "ad hoc"
basis itisdifficult to follow a planning process which relates the
staged growth in the Solanda Project population to increases in
service. 
 Bus lines currently serving the project neighborhood are
inadequate even for the 410 families now inresidence. 
Buses often
arrive at the project area already full. The cooperatives and
concessionaires will push for extension of service only when the'2
demand isobvious and when their capital base will permit the addition
of vehicles. information will be given to the Concejo inorder-tb7
 pave the way for timely allocation of extended or new franohiaes,' but
Itmust be expected that actual service will, lag behind need. 
~This
condition makes all the more important the inalusion in the Solanda
Project of as many of the social, commercial, and employment

activities as possible. 


e. CmUnityFailities: 
ple
_ The________Fonain'.safhi
a 
comprehensive approach to the planning' of the.3olandao00munity,-.
The Foundation proposes to install a
wide range of .0ommungy ,facilities. 
 The most essential fadilites will be~looatid'within each'K
of the subdivisions or major "barrioa1 Tuforevr.1101families there will be a 
piia ohool' rioeitonaiaL~~s a~
kindergarten, a day-oar. oepter, a ComeroiI oont~ertY~iandapaa -orvarious oooperative or community ndeavos' 
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CO TO-CNSTRUCT OT 

P1rimary, Scho6lj 840 3 

HiWr olV-	 10 J., J,'y 

A0A 
Fire tation 100 100 
Post ff ice 100 1~ 
'Church 600 1 600 
Shopping center 2000 1979 ''iJjTOTCAL 1v 11 2,000 '/
Cultural Center 1$500 . 1 41,500 
Buildings for Cooperatives 600 4 2,40 ' 

Adiitrto T1BL 0: ! '2 
SUBTOTAL (117,760 2 

12% RELATED2 
SURROUNDING AREAS *2,119 m 2 

TOTAL 19 7 m Z ~ 

TABLE 3 

.§2LNDA: COST OF FACIIT ES
 

000 Sucres US$ (000)
 

19,779 mn x S/4,000.00 c/mn 	 79,116
 

Open Space and Sports 	 - 10,000 

Other Work and Materials 	 .0
 

SUJBTOTAL 	 * 94,166 39767 "' 

Equipment and 	Furniture 50% 47,033 iI~. 

Infrastructure (100,000 m3 	 501,000 

-I	 SUBTOTAL * 19101997p4 

Contingencies 	 10% 1911
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1e0). se m..uhe ea ..
-families-with-lower-ennfomes.S/78,503 ($3oned riug and12 0($0o +,. + _. 

C. 	 CONSIDERATION OF SITES AND SERVICES~ ~~~~
 
AS AN ALTERNATIVE SOLUTION
 

ltson 	oftheotal,hosin.- 3e s y are 
Careful analysis of the possibility of-offering a sites and
 

services option in thp project drew a negative conclusion' .ost
 

important among the reasons was the relatively high'cost of such an
ervi ud
an...d'Ah1.emoe 	 !:...
 
option.
 

A 6 m2 sanitary core on the 60 m2 standard lot would cost
 
S/78,503 ($3,1110). Though some S/12,500 ($500) cheaper than the
 
smallest core unit solution (A3), the resultin' differenoe~in monthly
 
mortgage payments would be only about S/100 ($41). This relatively
 
high cost of the sites and services option is the result oflthe
 
Project's high infrastructure costs versus the low costs for construe-.
 
tion 	of the actual housing.
 

Analysis of the Project's target population made clear that, 
because of the cost similarities, the sites and services option would 
be rejected in favor of the completed 20 m2 unit which offered immedi­
ate habitability. Presently in Quito the lowest-income families are
 

living in rented rooms in masonry stru tures, sharing sanitary facili­
ties. The valley's climate nakes impermanent shelter (wobden or cane 
shacks such as employed in the lowlands) impractical and rarely'used. 
Therefore, under a sites and services program for Quito, families 
would have to continue renting while constructing their houses. 
Bause the 20 m2 solution is accessible 'to families with incomes as
 
low asthe 10th percentile, it is doubtful that a market exists in
 
which low-income families would be willing to continue renting while
 
amortizing a loan at rates equal to or higher than their rental p~ay­
ments. Immediate habitability wa judged, thereforef to be an over­
whelming reason for acceptance of slightly higher monthly juyenta.2S
 

................................................
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Three types of water sources nre theortically possible.for th~e 

Solanda. >44 

a. 	On-site Capaoit; Currently the existing 40 units of the
 
g'galleries at
experimental phase utilize an on-site system of 	filter 


the side of the Rio Grande gorge. But estimates only .foresee capac~ity 

for about 200 more dwelling units. Orig wai'sulkmof the 
property, but it quickly became contaminated by up-slope iron concen­

trations and had to be olosed. Municipal sources indicate that treat­
ment of this poor quality well water would be too expensive for the
 

target population. In addition, a long-term supply of adequate
 
quantity and,quality is threatened by the impending urbanization
 

sources
surrounding Solanda 	and up-slope from it. Therefore, on..-site 


are not a feasible option for the contemplated Project. 

b. 	 IJ.,o ESxpstn n: The capacity of all 

now being fully utilized. No extensionnearby public water lines is 

of lines is feasible; rather, these existing sources need to be
 

augmented themselves. Therefore, this alternative ia not reasible.
 

r~.Tiein o Ftur Muicial Sucoly: This alternative is 
and feasible solution. The Initial developme..n .othe only prudent 


the Chillogallo project, drawing water from the slopes and ravines of
 
be the closest
AtacaZO Hountain (elevation 4,570 meters), appears to 


and best source of water. By the end of 1981, a sufficient source of
 

water should be available for Solanda.
 

2. gepqaae-A 

a. On-sie Cllea tion. Treatmet. gild DIADosal; It is
 
planned that a waterborne, individual-lot collector system will be,­
utilized to remove all possibility of on-site health probleus.q ,j
 
Treatment and disposal of sewage by an on-site procesdoejnot appr
 

The on-site requirements for sewage facilityspace, and forr
prudent. 

its finanoing and maintenanet would be too expensive for.& lo oV-oo0
 
housing project,
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The goal of EM ctonve al so age ene ted,
 
ofover 150 peopleflheota e ihntoQ 6e ir nes
 

in7 had.river ch in.Ie s. Sol'anda wil11 ea'l iy 'e'oee ao
 
density and atrefore wilrgrequireyoff-sitefacilities. eI , 
adjacenta "to Solataiare'. cle avlyrindioe&t'fopr ohanneli.aztions the 
approved '1977 municipal plan v ots sewerage to*t(whiah pro needs 
tyeated sewae:T(i an u
ater)-site tratmentaind disosataii ties be
reoomiended as alshorem-solution',Leventaloe t&~Q
 
pooresta amilies will have topay twice '(oon inaotdisposal'w and
 

b Aoff-site This alternative i unacceptable.,
disposal later). 


The existing adjacent watercourses are atmeady ighly polluted,
 
so the danger to Solandat
residents would notbereduced atriveruide
ll
orbs~e enfis ouler ea avand Somnwaer of uii:eeyb
tiinta otie itnen on-Aite treatment program worked .During
the dry season, when the natura flow of thoRior ndeis etimated 
to drop to 25% of the average daily rainy-seaaon flow# theUpstram 
sources or contamination would have serious impact. Likewise, should 
a modification of this alternative call for open discharge at fully 
treated sewage (clean water) from olanda into the wateroourses, no
 
off-site benefits would be gained because clean water wouldmerelybe
 
discharged into the much higher flow of contaminated water.
 

b.a n Off-2oteayst, or RaV SeWage Diorosan There should 
be no open-channel raw dischargesewage treatment under this proposal, 
so that additional degradation of the rivers would occur, increasing
health hazards nearby and for all downstream development. This situ­
ation is clearly inimical to AIDS stated nvironmental policy of 
sponsoring only that development which is not disruptive or damaging
to the environment. Therefore, this altornhtive is unacceptable. 

a. An Off-sito System,of Trunk Sewer Line.: Under this 
option, which isthe recommended one, the on-site sewage would be 
discharged into a receiving trunk line in the adjacent watercourse 
(the Rio Grande). There would be no open channel in the vicinity of 
Solanda. Bacauso of frontage and topographic drainage conditions, it 
maybe feasible to channel just the Rio Grande instead or channeling 
both itand the RiaiMachangars. (eae Figure 6 for an indication t 
respective frontages.) This strategy would thus permit a minimum-cost 
approach. 

3. Dry and Stable Ground 

The original state of' the ground inSolanda warn characterized by 
swampy conditions with standing water reaching over 50 cm in 
particularly wet times. The Solanda program of draining the site 
(on-going since 1973) has been auccesul. At th prsnttm there 
is no evidence of swampy conditions. The water table, monitoredd by a 
system of 42 amall tubes throughout the sit*,, is more than' onle "ter, 
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below grade now. The existing drainage ditches, or a similar network
 
coordinated within the overall urbanization, should be maintained.
 
Both stormwater drainage and groundwater drainage features should be
 
incorporated into the development. When urbanization is completed,
 
there is every expectation that the increased amount of impervious
 
surface (from roofs, roads, playgrounds, and the like) will assist in
 
maintaining dry land.
 

To assure stable ground, a buffer zone of at least 25 meters
 
should be preserved along the watercourses. These gorges, reaching as
 
deep as 25 meters, are highly susceptible to erosion. In addition,
 
shrubs and trees should be planted so as to offer a stabilizing
 
influence to the ground. For the overall stability of the site the
 
subsurface subjidence risk appears small. The presence of active
 
geological fault3 in the regional setting indicates that the Solanda
 
development should include earthquake-resistant structures, in
 
accordance with the municipal code. The above protections are all
 
incorporated in the Project's plans.
 

4. Energy Conseryation
 

A solar energy water heating system has been installed recently 
in the 40-unit pilot project,on a test basis. This experiment will 
provide infor-nation relating to the feasibility of such a system for 
the Project. Implerentation decisions will follow. 

C. Other Environmental Considerations 

Given provision of adequaite potable water and snwerage facili­
ties, major Adverse environmental effects should be avoided. This
 
housing project of 100 hectares is otherwise expected to present no
 
major envIronmt-nti1 problem- given it. location, size, and timing.
 

Hacienda Solanda will change from open pasture land to an 
urbanized settlement within the Quito city lim:ts. There will be a 
transfer of' 100 hectares rom underutilized rural to ur'anized land. 
The process of channeling the adjacent tiatural rivers would continue 
to irreversibly change them from natural to managed watercourses. 

Since no major adverse environmental 'ffecti are anticipated, 
there will not, by definition, be any countervailing benefits to 
nonexistent effects. Hather the perceived significant benefits of the
 
Project should not be reduced by any appreciable negative effects.
 
Comments and recommendations relating to the analysis of the environ­
mental assessment capabilities of the participating institutions are
 
contained in Section VII, Institutional Analysis.
 



V 

SOCIAL SOUNDNESS ANALYSIS
 

A. IDENTIFICATION OF THE TARGET POPULATION AND ITS NEEDS
 

1. The Urban Area in General
 

The problem of urban slums is manifested differently in the
 
cities of the Coast and the cities of the Sierra. In Coastal cities
 
the migrants gene'illy become squatters in one of the settlements
 
known as Barrios uburbanos. In Guayaquil, the migrant groups build
 
cane houses on s ilts above the swampland and estuaries where no gov­
ernment control, are applied and where initially no government
 
services can be provided.
 

In the Sierra, migrants usually crowd into a rented room in some 
of the older housing stock of the urban area. In Quito these families 
live in the area including and surrounding the colonial sector of the 
city, often replacing wealthier landlords who have moved out to the 
newer residential neighborhoods in the northern section of the city.
 
Historical and asthetic concerns which have led to the declaration of 
the center of Quito as a World Treasure have also led to strict con­
trols over efforts to modernize or rebuild the housing stock. The 
result is that most of the louses in the city's center, some of which 
are as much as 400 years olC, are used as apartment complexes for 
low-income families and/or for commercial purposes. 

It is estimated that more than 110,000 occupants (approximately 
18,000 families) crowd these center-city structures with densities 
that may reach as high as one person per square meter of living space. 
For the lowest-income tenants, landlords subdivide the available space 
to permit as many a:, 20 or 30 families to share one house. 

In many cases, ent.lre families live in one room which serves as a 
kitchen, bedroom, living room, and dining room. A study done by the 
city authorities Jn 197' show3 that 59% of the residents of the 
Panecillo area in downtown Quito were living in one room. Another 23% 
were living in two room,. Over half had four or more persons per 
family. The same study also reported that only 19% of' the residents 
had running water in their' homes and only 14% had a private bathroom; 
46% shared a bathroom, 8% used a latrine, and 31% were reported to 
have access to no to1 Let facilities at all. 

Other low-income neighborhoods are scattered around Quito. A 
more recent study of one of these low-income neighborhoods completed 
by the JNV in 1978, reported findings similar to those described 
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above. The residents' family income ranged from S/800 (032)a month
 
to.a high of S/12,000 ($480) per month, with 87% earning las 
 than
s/7,000 (280) a month. Thirty-four percent of these families,

rangs ng 
 in size from 2 to 12 people, lived in one room. 
The rooms, in
which all family Life took place were no larger than 12 square motors.

Another 37%, ranging from 1 to 13 people per family, lived in two
 
small rooms.
 

The population of the low-income neighborhoods of Sierra cities
is young, with 71% of the inhabitants being less than 30 yoars old.
Only 3% of the population of these neighborhoods is over 60, less than
half the level of national statistics. The average number of people
per family in the low-income neighborhoods of Quito, such as theHacienda Mena Project and the neighborhoods from which the applicantscome for the Solanda Project, ranges from 6.2 to 7.4. Employment is
heavily concentrated in such occupations as street vendor, employment
in small commercial establishments, and domestic employment. Men arealso active as factory workers or in the construction industry as day
laborers. 
Many of the economically active members of this population
find work or make their work oppnrtunities within a short distance of
 
their living quarters.
 

Estimates of monthly family income for the Quito metropolitan

area have been developed from data presented in the 
1975 survey of the
urban workforce carried out by the Nationi,l Statistical Institute,
supplemented by national urban area data presented by the NationalPlanning Agency in 1978. Table 4 reflects the mid-1979 family income 
distribution by percentile for the poorest 50% of the metropolitan
area's economically active population. The percent distribution was 

TAB3I.E 14 

I _ &ukL __ln _QAAL 
(mid- 1979) 

Income Monthly
 
Distribution Family Income 

5 94 2,350
10 129 3,225 
15 159 3,975 
20 167 14 175 
25 174 4,350 
30 182 11,550 
25 
 189 11,125 
140 212 5,300
45 235 5,875
 
50 250 6,250
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obtained through use of a Lorenz curve to adjust for the peroentages
of workers in the urban workforce spread throughout the income range. 

The individual worker's income was converted to monthly family 
income tr.ouh multiplication by a factor of 1.449, a factor developed
by analysis of Solanda and Hacienda Hena Project applicants which in­
dioated 2.2 wage earners per family on the average and 40% of the 
supplementary workers per family earning 9nly 45% of the minimum wage.

A further adjustment was made to reflect the data which indicated that
 
the poorest 10% of the families had only one worker per family. A
 
factor of 1.0 was used for these strata. All figures were converted
 
at a rate of S/25 to ti':01.00, and were adjusted to June 179 levels
 
using official indices to reflect increases in the minimum wage during
 
the 1975-79 period. 

Because the center of the city and other traditional low-income
 
neighborhoods cannot absorb the full impact of the growth of Quito's

low-income population, new migrants and other city dwelleis have
 
combined to develop new communities on the outskirts of the city,

generally in areas which cannot be reached by municipal facilities.
 
As part of the analysis for its metropolitan plan, the Municipality
 
has identified some 56 spontaneous neighborhoods, housing more than
 
120,000 people. In some cases these neighborhocds have been developed
 
through a quasi-legal process in which cooperatives or individuals buy
 
land from landowners who are violating local laws but who recognize
 
the impotence of the municipal government to adequately control land
 
sales and developments. The new owers of these properties do not
 
have proper title, but they can be recognized formally after 10 years
 
of occupancy of a property. 

Tle fatilies generally start with a small unit consisting of a 
room and a patio. lost of the units are built "ith adobe or cement 
block. As time goes on the houses typically are extended and begin to 
shelter addltionsi to the family or relatives from other parts of the 
city or the nation. Over time, in recognliton of the political 
sensitivity of' these rnommunities, some municipal facilities have been 
brought in. Water Is often purchased from tank trucks. As the units 
are extended, ownvrs also typi. ally begin to rent rooms to unrelated 
persons. The more developed units consist of one or two rooms that 
open onto the main ,treet and then a half a doz'en connected rooms in 
the back c]onstructed around the patio where the washing is done. 
Rental payments run frcxn S/300 to '/700 a month ($12 to $28). Some of 
the rentern join houning cooperatives, which have as their goal the 
acquisition of land for the membern. In one known case, a fee of 
S/,000 ($2H0) Is paid to Join the cooperative, and a monthly charge 
of S/700 ($28) is required. Land prices In the developing neighbor­

2
hoods run from S/350 ($114) per m on up.
 

Living coodition. in the spontaneous neighborhoods are as tinuous
 
as those In the center of Quito. In a recent study of one such area,
 
a family group of four children, mother, and aunt was occupying about
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18 m2 of space. They were using a dirt-floor kitchen next door. The 
r'ent was S/300 ($12) per month, paid from the mother's work as a
laundress. The upstairs neighbors, a young couple, had more omfort­
able space, paying S/500 ($20) a month on a base salary of S/10,100

($404). A third neighbor, who payed S/700 ($28) a month to belong to
 
a housing cooperative, also was paying S/450 ($18) a month for rent

for one room. 
This fahily's income came from the husband's permanent,

minimum wage job and from the wife's work as a laundress (she earnsS/2 ($0.08) per piece washed). The total income was S/3,000 ($120) a
 
month. Thus, the family was paying almost 40% of its income for

housing-related expenditures. 
The renters in these neighborhoods, as

well as in the center of Quito and in other traditional low-inome

neighborhoods, represent prospective beneficiaries of the Solanda
 
Project.
 

The Haoienda Mena Project carried out by the JNV/BEV has provided
 
housing institutions with a detailed, project-oriented experience in
dealing with a population slightly better off than, but as close to
 
that which is the target of the Solanda Project as any Sierra Project

to date. Average family size for the first phase of the Mena project
 
was 7.42 persons. In tie second phase average family size was 6.55.
 
There has been a continual growth in population of the commtrnity,

presumably due to the influx of relatives, so that one school, for 
example, designed for 500 students now has a student body of 705. 

In order to be elig-ble for the Mena Project (in the mid-1970s)
families had to show a monthly income of between 3/1,035 and S/3,500

($42-$140). 
 [EV loans were made with interest rates ranging from 4%
 
to 7% dependinig on family incom,'. Mortgagen 
 carried 25-year terms,
 
and monthly mort gage paymen!.t: were geared 
 to represent approximately

25% of the famiiy'n monthly income. Eighteen percent of the Mena
 
famil ies chose to buy 3ervic(Ad lots and construct their own homes. 
These lots cost. 3/22,000 ($880) in 1975 and 1976. Forty-five percent
did not complete their homes. Of those who did, about half built
 
homes who.-,o designs were :iigniFicantly different from that of the
 
model homnes uned by the ,JNV. The Hacienda Mena Project was the first
effort, by the JNV/3EV to work with community developme.t for l(,w­
innome f;iminlIon on a large seale. 
 Though some of thu objectives of
 
the Halienda M na program have not been 
 realized, it has provioed the
 
JNV/DIEV with excellent experience in dealing with problems of low­
income communitle., the effortn to 
develop low-cost shelter, and the 
problems of rntinicipaI regulation. 

* . i a,rid;, .!e ir',, . e 'i;+'ILp, 

Identification of benevficiaries for the Solanda project began
with a pilot project In 1975 when the Foundation decided to build 40 
experimental houses, announcing the program through the press. The 
resulting demand was s-o great that long lines formed outside the 
Foundation'm offices, and expectations were raised beyond any hope of 
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fulfillment given the small size of the pilot project. From this 

initial effort, however, a file of 1,800 names was eatablished. These 
names served as the basis for a detailed analysis of the target popula­
tion. The analysis also served to guide the Foundation in the prepara­
tion of the plans for the overall community. 

The data from the 1975 analysis (actually ch,.ied out on 1,600 of 
the families who responded to the original announcement) indioatvd
 
that the average family size was 6.2 persons, considerably above the 
national average of five but close to the family size typical of the 
Hacienda Mena Project. Forty-one percent of the families had more 
than seven members. Fifty-one percent of the total population was
 
younger than 15 years of age, a statistic consistent with the national
 
average. Only 1.5% was over 60 years old, below the national average
 
of 6% and even lower than the 3% level determined to be the case for
 

the spontaneous developments at the periphery of the city. The
 
project appealed principally to families who currently do not own
 
housing and who reside in substandard units in Quito.
 

Almost one-half of the population was economically active. The
 
study did not differentiate between male and female workers but
 
analyzed all economically active individuals as a group. Domestic
 
services, a profession generally dominated by female employees, con­
stituted 15% of the economically active population. Sixty-one percent
 
of the families had more than two wage earners.
 

The majority of the adult population had completed or attended
 

primary school. The proportion of men and women with primary school
 

education was the same. Few men or women had any university training.
 

Approximately two years ago the Department of Social Services of
 

the Foundation began an effort to update the files on these appli­
cants. A much less publicized approach was taken, and 952 persons 
were reinterviewed, with no attempt made to contact the remaining
 
applicants. The analysis showed that 44% of those responding were 
born in r uito with another 16.7% having lived in Quito for over 20 
years. Only 11% lived in Quito less than 5 years. More than 46% of 
the applicant-s were living in the center city area or in communities 
immediately to the nouth with high densities. The remainde,' were 
living in other traditionally low-income neighborhoods and in the 
spontaneous neighborhoods to the north and south of the city. 
Tables IV.2-114 in Annex IV reflect the data developed at the time the 

952 f'ile' were updated. 
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B. MEETING THE NEEDS OF THE TARGET POPULATION
 

1. Effective Demand
 

It is estimated that construction of 9,000 units per year would
 
be necessary to cover the urban area's annual household growth with
 
adequate housing options.
 

More than half of such production would be needed to meet the
 
needs of the city's below-median-income population. In recent years

the only project designed to serve, for the most part, the target
 
population, the Hacienda Mena Project, turned out 2,136 solutions
 
against a registration list of 10,000 families (drawn up in 1974-75).
 
Some of the families not able to get a unit in Hacienda Mena were
 
given lots in the north of the city (in the ComitA del Pueblo area),
 
but related services were not included.
 

The Foundation currently has some 1,200 na- 3 on its registry, a 
few of whom by now will have actual incomes too high for selection for
 
the proposed Project. More are added daily, without the need for
 
publicity. Official requests to the Foundation to include in its
 
registry staff and members have been transmitted by a number of min­
istries and cooperatives.
 

The JNV turned away 500 families whose incomes were below the
 
S/6,000 ($240) per month floor set for the recently completed Carcelen
 
Project. Preliminary announcements of a low-cost project to be devel­
oped in the southern section of Quito (to the south of Solanda), named
 
Hacienda Salazar, have drawn 3,800 applications from families within
 
the poorest half of the population. The fact remains that no project
 
now under construction, or contemplated, includes solutions as low­
cost as those developed for this Project. Analysis indicates that not
 
one unit of the Solanda project will remain unsold. Differences of
 
opinion about the market among the Project's institutional partici­
pants (JNV, Foundation, AID) have been limited, rather, to the number
 
of applicants for the 20 m2 core units.
 

As mentioned earlier, analysis of the Quito metropolitan area
 
housing stock makes clear that rudimentary, impermanent dwelling units
 
are not being used to absorb the in-migrating or growing population.
 
As noted, there is a marked distinction between Ecuador's lowland and
 
Andean regions in this respect. It is clear, therefore, that over­
crowdJ'- of existing, permanent dwellings combined with some new
 
constr :ion in peripheral areas accounts for the absorption of the
 
population increase. Preliminary analysis indicates that very low
 
income small families now living in crowded ccnditions, such as women
 
heads of household with few children, would find the 20 m2 
core unit
 
attractive as a permanent improvewent over uxiating conditions because
 
of its low price. It is expected that these families will use the
 
informal sector to realize expansion or improvement of the home.
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2
The 20 m core unit has been accepted by the Ecuadorean parties
 
on an experimental basis. Evaluation of demand and suitability will 
be made during the first and second phases of project development. If 
the demand reaches expectation, up to 20% of the total Project will be 
devoted to this solution. Evidence of poor reception will result in
 
removal of this solution from the third and fourth phases. Ecuadorean
 
acceptance of this minimal core solution, even on an experimental
 
basis, represents a major innovation in the design of housing programs
 
for the Sierra region of the country.
 

2. Ownership Rghts
 

The Solanda Project homes, like all social interest housing in
 
Ecuador, will be sold under coverage of the Law of Family Patrimony.
 
This law requires that a house remain in the family for two genera­
tiona, permitting only the gra~idchildren of the original purchaser to
 
sell the home on the open market. Except in the case of mortgage 
payment default, the house can never be taken away from the family.
 
It cannot be mortgaged again or used to pay off any other debt. There
 
are a few exceptions to the rule. If the owner can prove that he will 
invest the return from the sale in a more expensive house, or in one 
in a different part of the country, it may be sold. To do this the 
owner must go to court, and the proceeds from the sale imvit be held in 
escrow until payment is made on the next house. The proe.-:in may take 
many months, and the court in the final analysis may, decido against 
the owner if the change does not appear to be in tt-i interc-it of the 
family. The law also prohibits the owner from moving out iini renting 
the house for a profit. Although this law, in effect, fretozes a 
family's major asset, it serves as valuable protection for the wife 
and children in cases of desertion. If the title was originally in 
the name of a hu:nband who ha's deserted the family, the wife can 
sometimes have that title assigned to her through the offices of the 
sponsoring institution. 

3. F£fet o.r Ltmily_.infl£ 

Monthly mortgage payments will be calculated on the base of 25% 
of monthly family Income. 7his represents a modificatior In BV 
policy, which ncrmally p rmits nssignnent of up to lio% of family 
income for houning. 

A study of uiito conluoted by the B]rookings Institution estimates 
that, on the average, low-inecc families spend nbout 20% of their 
Income on housing. This -tidy also shows that as th, nuLthe" of chil­
dren per family and, consequently, the amourit *[ent on foodI, Increao 
the amount available for housing ,pindlturis deeres. ,tulins of 
specific neighborhoods InJilcate thaL the percentege paid f-) housing 
ranges widely from a. low as 10% to over 30%. Furthermore, fAmilles 
who are renting in Quito often join housing cooperatives whose goole 
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are to obtain land and homes for its members. Fees for joining such
 

cooperatives can be as high as S/l,O00 ($280) to join and S/700 ($28)
 
per month. Families in these situations ar, paying as much as 40% of 
their income in housing-related expenses.
 

Participants in the BEV/JNV's Mena Project were also charged 25% 
of their incomes to amortize their mortgage loans. The default rati 
for this program is the lowest in the BEV. Subsequent evaluations of
 
Mena families indicate that this percentage did not have an adverse
 
effect on family economics. Income has increased through salary
 

increases and supplementary wage earners, effectively reducing the
 
proportion of monthly income spent on housing. This was achieved with
 

no special efforts in the Project to increase income. Since a major
 
element of the community development program in Solanda will focus on 
income generation, it is to be expected that the proportion of income 
allocated to housing will not affect the families adversely. It is 
recognized that families with low incomes are less able to accumulate 
the necessary capital for large downpayments and the other initial 
costs attached to buying and moving into a houte. Therefore, a ninimum 
downpayment of 5% of the total house cost has been proposed for the 
Project. Other closing costs (e.g., titling) will be included in the 
JNV's administrative costs. 

4. ImQv met tQ1 aolftyo X_ 

The Project will improve living standards for the benefiting 

population. Sanitary facilities, incluc'ing toilet, shower, and 
laundry sinks, are almost always shares when they actually exist in 
the houses occupied by the prospective homeowners, to the detriment of 
health, decency, and convenience. Health, in fact, is the one princi­
pal factor that is almost always associated with better housing. 
Project beneficiaries will experience reduced levels of accidenti, 
parasites, digestive disabilities, and respiratory problems. Further­
more, the ability to obtain In-house water at municipal rates, as 
opposed to those rates paid to the drivers of water trucks, should 
also reduce family (xpendit'Ires. 

A separate kitchen, that is, one that is not in or very close to
 
sleeping quarters, will be an advantage since fAilies can keep their
 
homes cleaner and ,'r. less risk of fi-s. Alth,..gh the use of 
separate siceping areas is not always the first step that families 
take on moving into larger quarters--in nome cases because they prefer 
to enlarge social areas, in others because relatives are moved in-­
room densitle will drop, nrobnbly in in increasing degree as houses 
are improved and expanded 

Finally, it in planned that the location of the Project will 
eventually result in reduced transportation problems for the bene­
riciary families. This is because the mite stands clearly in the 
line of development of the Quito metiopolitan area and will benefit as 
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job opportunities continue to grow around the nucleus of industrial
 

activity that surrounds the Panamerican Highway. Construction of the
 
wholesale market is now nearly complete, and the important secondary
 
school for girls will also bring considerable transportation relief
 

and job opportunities for this neighborhood. The careful planning for
 

comuunity facilities of all kinds has beqn motivated by the concern
 
regarding transportation.
 

5. Benefits for Women
 

Among the low-income families applying for the Solanda Project,
 

almost 23% are women who, as heads of households, are responsible for
 
the support of their families. An additional 40% of the total number
 
of married women analyzed in the applications are economically active.
 

Roughly one-quarter of the economically active women are involved in
 
small commercial activities, the majority of which are shops and
 
stands near their homes. For this reason, project designers have
 

given special consideration to the need for commercial space as part
 

of the residential neighborhoods.
 

C. SELECTION CRITERIA
 

As a result of their analysis of the base data, the Foundation
 

and BEV have established a set of criteria to select families for the
 

Project. These criteria reflect the Foundation's desire to reach
 
The Foundation
those families at the lower end of the income scale. 


has stated that in general terms the families selected are to be among
 
those who often lack permnnent jobs and are chronically underemployed,
 

who are illiterate, and who live in a variety of family structures.
 

The potential applicants have also been defined as those who do not
 
have access to basic nervices of the larger society, such as health,
 

education, and housing progrwms.
 

The head of household must be over 18 years old, but there are no
 

limitations on the makeup of the family. Single parents, persons in
 

consensual unions, and adults supporting siblings or pazints are
 
permitted. Income limits have been established as one minimum wage
 

salary per adult and one-third minimum wage salary per minor up to a
 

maximum per family of S/7,000 ($280) per month. The minimum wage is
 
currently S/2,000 ($80) per month; it is expected to bi increased to
 
S/4,000 ($160) in Jnnuary 1980, and the institutions are now assessing
 
its impact on the selection criteria. 

Families must be able to prove residence in Quito for at leant 
two years and must rhow that they do not own any other house nor have 
access to one through another program such as those of the IESS. 
Initial selection will be done by the Foundation using tho criteria 
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agreed upon with the BEY. Once the home visit is completed and the 
family is accepted by the Foundation, the case will be sent to the BEV 
for forma. and final review by a credit committee consisting of three 
representatives of the BEV and two of the Foundation. 

D. COMMUNITY DEVELOPMENT PROGRAM/SOCIAL INFRASTRUCTURE
 

1. Rationale for Program
 

The Solanda Project has been conceived gs an integrated program
 
that will provide solutions to more than the shelter problems faced by

the target population. The Foundation and JNV are attempting to build
 
a program that uses the acquisition of improved housing as a vehicle
 
to improve other important aspects of a person's life. This is one of
 
the most important and innovative elements of this project. The pro­
vision of essential services, such as health, education, and improved
 
opportunities for increased income are integral elements of the pro­
gram, and will be fused with the provision of housing. The final
 
objective is to build a community of people who are aware of their own
 
needs and are able to meet those needs in a variety of ways for which
 
they themselves will assume responsibility.
 

As outlined in the Technical Analysis Section, the Foundation has
 
applied a comprehensive approach to the planning of the physical
 
facilities of the Solanda community. The community facilities in­
cluded are those considered by municipal authorities, as well as com­
munity development speeialists, to be essential in order to provide
 
citizen:3 with basic servioca. As each phase of houninw in completed, 
the Foundation will in3ure that complementary services a c available, 
by providing a 3chool, an 01PROVIT (grocery) store, and a clinic. 
Income generation opportunities will be developed simultaneously as 
well.
 

Ilie Solanda Project Is unique in insisting that such aervices be 
completed at the name time aa the individual homes. Although required 
by municipal ordinance, theode services are inadequately distributed 
throughout the city, reflecting a separation between the requirements 
of the ordinince and the abi]ity of the municipal government to exact 
the required facilities from developers who must foot the bill. An 
analysis of eight neighborhoods surrounding the Solanda Project in the 
south of Quito poJint: to a serious deficit in educational institu-
Lions, health facilitie',, and other related services (see Annex IV, 
Tables IV. 15-21). Thu,, when the Solanda community is finished, it 
will be one of the firtt to have the full complemet t of facilities 
connidered ennential fkr an urban area. In fact, it is anticipated 
that some of thej services, such as the nigh schools, day-care centers, 
and health clinic, will service surrounding neighborhoods. 
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Once the families have been selected by the Foundation and 
approved for credit by the credit committe they will begin a pro-move
orientation program, run by the social work staff of the Foundation. 
This pro-move orientation will provide further informationonthe 
housing program, the Project's financial requirements, and the comn­
munity services to be provided, and will move progressively toward the 
formation of groups to begin working on various phases of the 00rn
 
munity social services program (e.g., parets' committees for' the
 
asowi otllngess of iles ito optin commntyi!o; actiitie and:schools, kindergartens, day-care centers; groups of artisans for 
community businesses; a community organization to handle' the civic 
center and multiple purpose room; and comittees to handle the-sports 
facilities). 

This work will prepare the way for the post-move phases. In 
these phases the new residents are expected to participate In all... 
aspects of the community's develoment and to m'ove into poattions'of 
policy input and decision-making for the various ommunity 0aiite 

The Foundation does not intend to staff arnd maintain the commi­
ty facilities. Rather once facilities are comspleted, It -will beccie
the responsibility of the respective ministries to providle for Mtt-f 
Ing, equipment, and maintenance. Bah ministry will hav41the right to 
use the respective property, but the Foundation will aetain legal
ownership, It is expected that community organistone viii SMor-II. 

.rulate with the respective miitis 

. 
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In addition to the intormation-giving aspecti of the pro-move
training, community residents will be given training in motivation, 
group work, leadership development, and human relations skills,. These 
are atandard topics covered in oourses in. ocamunity organization and 
can be,designed to fit the Project's needs through the ausiatapoe of 
an expert incommunity develoment programs. -These courses-will be
 
continued into the latter phases at Solanda development where they are 
expected to be augmented by training in a wide range oftspecific 
skills.
 

Major elements inthe Community Development program will be 
vocational training and nanformal education far adult.; 3uch training
will include literacy classes far adults and- training Insopecific
skills inorder to increase the employabil4ty af the individuals,
These programs will be tied to the industrialarts progrum planned tar 
the boys' high school. Individuals are expeoted to be givesnoppor­
tunities to serve an apprentioa in the various crmniity businesses. 

Oradually, as -comumity groups gain experience"-and cont'idenoe in 
dealing with the administration and maintenaqo. pt the -vrioU~rtacili_ 
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ownership af the 'ocuIity facilities and a ~thdrawl o ,otie
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loss assistanoe. The first community aotivities which oomittees can
 
be expeoted to operate on their own are the sports faoilities. This
 
activity should require the least degree of administrative skill, and
 
the sports areas are expected to be turned over to the community at
 
the end of the first year of occupancy. It is estimated tht thA
 
schools and medical dispensaries will require at least three years of
 
continuing support and education from the Foundation's staff before
 
their administration can be turned over to the community. At least
 
five years is expected to be necessary for the employet-owned
 
companies to achieve economic stability and for the workers to have
 
received the necessary training and experience in the various phases
 
of running a small business.
 

The Foundation will take advantage of the gradual development of
 
the Project to make adjustments in the plans for community facilities,
 
in order to best relate them to the actual needs and preferences
 
expressed by the new resident population. The Foundation's planning
 
for the community development aspects of the Project is based on
 
considerable analysis both of theoretical models and of the actual
 
experience of institutions like the Fundaci6n Salvadoren'a para el
 
Desarrollo de Vivienda Minima. It is expected that the community
 
development aspects of the Project will serve importantly as a demon­
stration for future projects dealing with low-income segments of the
 
population. 1. will clearly serve as a testing ground for ideas and
 
as a source of information on the reaction of the resident population
 
to the different services and their maintenance and staffing needs.
 

4. 1 QomeGerra,tton Activities 

In addition to employment resulting from construction of the
 
Project, considerable spontaneous growth of individual businesses is 
expected. A recent -3urvey of households in Hacienda Mena II showed 
that one out of every five households is running some type of small 
business in its home. Studies on women's participation in the labor 
force also provide evidence that home-based activities are a frequent 
source of income for women who wish to combine home child-care respon­
sibilitien with econonic activity. In many low-income communities it 
is clear that adequate shelter serves as a primary source of increased
 
income. A house with washtubs and a steady source of water can pro­
vide employment for a laundress. A house with an ndequate kitchen
 
allows women to prepare food commercially. A house that faces the
 
street or walkway may be appropriate for a small shop. Many families
 
in urban areas are accustomed to taking in relatives and even boarders
 
to help pay the utilities or simply to share expenses. (In an
 
analysis of a housing project in Colombia it was found that the most
 
effective way to raise income to lvels that made the cost of the new 
living conditions tolerable wan to take in renters.) 

Given experiences in other areas, plus the number of Solane 
applicants who are self-employed, Project designers decided to include 
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spaoe for workshops with4n the residential areas in order not to dis­
rupt the employment patterns of these individuals. The oommunity 
development program will focus on increasing the ability of these
 
individuals to run a business.
 

Employment opportunities will also be available for community 
residents in the various community facilities. Every attempt will be
 
made to assure that ministries assign community residents to the such
 
positions as clerical staff, cleaning staff, night watchmen, health
 
educators, practical nurses, and professional staff. Community-run
 
and community-owned facilities, such as the day-care centers, the
 
EMPROVIT stores, the civic center, and the commercial centers are
 
expected to L.&an and hire local residents for the available jobs.
 

The most intonsive and innovative effort to generate employment
 
will be concentrated in the establishment of community-owned busines­
ses which the Foundation anticipates will create a large number of new 
jobs within the Solanda community. Drawing on individuals' skills
 
identified in the initial surveys, preliminary preparations have been
 
made for a woodworking business. Forty-nine skilled workers and
 
twelve who have lesser skills but have some indust:.ial experience have
 
been identified from the list of applicants as being appropriate for
 
involvement with this business. Staff members of the Foundation have
 
already had meetings with a small number of this group to explore
 
their interest. Special attention is being paid to the use of
 
appropriate technology.
 

An additional 16 to 20 businesses are expected to be formed 
during the 1.1fe of the P'roject. In addition to sewing and carpentry 
businesses, two others will be formed during the first year. These 
will most likely be relate2d to the construction industry, such as 
block and brick making, tils for roofing, metal-work, plumbing, and 
fabrication of nolati water heaters, in order to supply part of the 
market being created by the cons.itruction of Solanda. An additional 
eight businesses are expe-ted to be foormed in the sc-ond year, and 
four, to six in the third. 

he Foundation, ;it the beginning, witl :, inte loansrmir for 
working capital so that. these businesse can be establihed and will 
provide legal and nocial an.oi:itnnr.e as necessary to help the residents 
establish the businesnes on a :3ound basis . The Foundation staff will 
also provide training In the various aspects of business administra­
tion. The Foundation has agreed to contract a team of persons skilled 
in the area.s needed f'rv the adequate development of the businesses. 

An e:.sential ei -elentof the program for the sumnill businessmen and 
women who are not inctudd in the community-owned businens'o is a 
source of crodit. A credit fund will be ostablished by the Founds­
tion, and will b! ,jdminl.itered separately from the credit fund for the 
comrnunity busiinesses. 



VI
 

FINANCIAL ANALYSIS
 

A. MACROECONOMIC COIIDITIONS
 

1. Current Economic Situation 

The Ecuadorean economy showed remarkable gain3 during the period
 
1970 through 1977 with an average annual growth rate of 9%. The
 
petroleum boom was the single most important factor sustaining this
 
growth. The value of petroleum exports increased from roughly $1
 
million in 1970-71 to $694 million in 1976-77. Crude petroleum

represented only 1% of the value of total exports in 1970-71 but
 
jumped to 51% of value in 1976-77. The petroleum boom allowed large

increases in public spending--petroleum revenues contributed an extra
 
52% to the GOE budget in 1974 and an extra 30% in 1977--and, addition­
ally, removed foreign exchange constraints. External public borrow­
ings moved from $126.3 million in 1974 to a high of $771.0 million in
 
1977, tapering off to $513.6 million in 1978. Total public external
 
debt outstanding at the end of 1978 was over $1,400 million.
 

The middle class benefitted to the greatest extent from the
 
economic growth through the inid-1970s. The income share for the 55% 
of the population just above the 20th inccme percentile increased by
6%. This increase in Incon, share came mainly frcn the upper-income 
class, whos3e sQhare dropped 5.6%; howevcr, part of the increase for the 
middle-income group was at t.iic expensc o1' the poorest 20% of the 
population. 

Economic growth rates in 1978 dropped to 6.8%. Palance-of­
payments con:traints were a principal reason for the slowing in growth 
ratesj. The (GOE Implemented rentrictive policies on the monetary and 
fiscal fronts and a more cautious debt strategy. The outlook for the 
medium- and lung-term veonomic growth of Ecuador appears favorable, 
a:suming a rationaliatiorn of the, differences in domestic and export
prices for petroleum and a suming increased investment in agr; culture 
to offset anticip-ited declines In petroleum exports. 

2. lqtanceofl "Ip~n 

Balanee-of-paymnct: data for 1977 and 1978 are prenented in 
Ann V. Difficulties with the balance or paymentj began to appear in 
1977 iin the trado balance showed a net deficit o' $208 million. A 
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slight trade balance surplus of $6 million was reoorded for 1978.
 
Heavy new external borrowings were required to prevent dramatlo drops
 
in foreign reserves; the net deorease in reserves in 1977 was $112
 
million, while 1978 showed an inorease of $37 million.
 

About two-thirds of the outstanding publio external debt at the
 
end of 1978 consisted of credits frowA the nrivate sector, suggesting
 
short terms and high interest rates. Ta' 5 bears out the shortening
 
of terms and higher interest rates. Foexgn debt service in 1978 was
 
14. % of export earnings, a tolerable level but not far below the
 
warning point of 15%. Projections of debt servicing indicate that 85%
 
of external debt, including the undisbursed portion, is due before
 
1984. Debt service ratios are projected at a high of 18$-20% of
 
export earnings over the medium term.
 

The proposed Project will help alleviate the medium-term balance­

of-payments prospects facing Ecuador. The $20 million 11G loan with
 
30-year term and a 10-year grace on principal adds only $2.3 mi'.ioi
 
per year to debt-servicing requ.irements during the grace period.
 

(This will increase If'H1G money costs more than 11.5%.) The foreign
 

exchange compuitent of project construction costs is estimated at $2.9
 

million (eatimate from local savings and loan league: 10% imported
 

materials in material cost of construction = $52.72 million X 54% X
 

10% = $2.9 million).
 

A one-tire fee of' 2% in included in hie hon(ing solution costs to 

cover monetary riskro. Kised on estimated construetion costs, approxi­

mately $6OO,OGq will be available to cover dvaluation. The 2% fee is 

included in the mortago-. 

ion9 l1i~tpy t3. (oQ]nntriit. DtlYEmpl QY~fln GerneratU19n 

The Project wi 1l have a mIgnifleant inf'luence on the employment 

situation in r(iito through proviltor of' new .jourcea of semipermanent 

work for a large number or 1nborers In the conntruction sector. The 

unemploymerit/underemployment Attuation in the m.1etropol itan Areas of 

Ecuador has been exten:ilvly appra lsed an on(e of the ntr-uotur l 

probl, in dierived from rural/urbann migration. It was otimate' that in 

19'7',, 1H,700 persons in Qult.n worked in th' construction noct - or 9% 

of the total labor, Iore . "1t,..e a orern are ro.,t 1y unskilled -...'n)
 

migrant.,a and have found Iurl),n con tr'uetion work am the bent pot IDole 

altrnativo to rem;tinirng as unrderemployed farr rn, The construction 

,nect.or thivi play,%an important role In t.he provision or inoomes for 

un:skilled workers. Ulndremplioyment statint ioe are the lowest I.n the 

urhn ecoroturlIci, of' Ec(u.dor; still the en tIma tn of urban under­

timployment .1himotuiLd to 33% of the workforce in 1975. Comparable 

ntatintics for underemployment in the construction sector showed a 

lower 20%.
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TABLE 5 

ECUADOR'S EXTERNAL PUBLIC DEBT
 

AMORTIZATION PERIODS AND INTEREST RATES 1974-1978
 

Years of Amortization
 

1-5 

5-10 

10-15 

More than 15 

TOTAL 


Interest Rate .
 

0-3 

3-6 

6-9 

More than 9 
Nut idenLlif.tle* 
Without lhterent 
TOTAL 


(US$ Millions)
 

1974 1975 1976 1977 1978
 

- 6.9 18.7 - 63.0
 

5.3 88.4 216.2 537.6 327.1
 
- 23.,, 7.0 100.8 52.6
 

121.0 44.7 85.4 132.6 70.9
 
126.3 163.9 327.3 771.0 513.6
 

59.4 19.3 11.8 24.4 59.1
 
1.5 33.9 - 11.3 1.0
 

62.9 	 62.7 151.1 173.6 113.2 
-- 3.4 ]4.0 52.0 14.0 

2.5 42.8 148.1 489.7 3.'o.3 
- 1.14 2.3 - ­

17.6.3 l03.9 321.3 771. I 513.6 

Source: Banco Central del Ecuador: Subgerencin de lialnnza de Pagol 

*Much of th "noL identiflnble" Its nt I.BOR + rates. 
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The Project should bring about increases in the income levels of
 
construction workers, as it ia expected that laborers on the Project
 
will make at least the minimum legal wage of S/4,000 ($160) per month
 
(due to go into effect the beginning of 1980) because of OOE imple­
mentation of the program. (Figures for 1975 show that 19% of con­
struction workers were paid below the minimum legal wage.)
 

The scale of construction estimated under this Project--over $50
 

million in housing, urbanization, infrastructure, and community
 
facilities construction--should significantly affect the size of the
 
construction force. The JNV estimatus that in terms of full annual
 
employment 2.03 workers will be employed per housing unit under the
 
Project, giving total employment on an annual basis for 3,012 workers,
 
assuming a three-year construction period. Adding construction of the
 
community facilities and off-site infrastructure yields an additional
 
annual employment of 782 workers, giving a total full annual employ­
ment under the Project of about 3,800 workers (see Annex V, 
Exhibit A).
 

B. FINANCWAL ANALYSIS OF BEV 

Condensed comparative balance sheets for the BEV for 1974 and
 
1978 are presented in Table 6. (Detailed balance sheets are presented
 
in Annex V, Tables V.1 and V.2.).
 

TABLE 6
 

BEV: .)P IT B.ALANCE SHEET 

(US$ Million) 

. 9; QMM Increase 

Assets 258.0 91.9 166.1 181
 

Liabilities 152.4 59.1 93.3 158
 
Capital 105.6 32.8 72.8 222
 
Total Liabilities and Capital 258.0 91.9 166.1 181
 

Total asot. over thr four-yfltir period 1974-78 Increased $166.1 
million or 181%. The principal annot increamom wore Jn the I3V's i 
portfolio, which Jumped rroi a bann of 425.O nllhion at the end of 
1974 to $124.11 million an or Dccmtber 31, 19711, And In othor assets, 
primarily ropresented by ccnmtru.t1on in progroao, which moved up 
$61.0 million ov- the samo poricd to $92.2 million outstanding at the 
end of 1978. Housing invontnmnt, roprneanted by the valtie of housing 
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units ocompleted, totaled $134.7 million over the four years. During 
this period, 18,412 housing units warp completed. The average yearly
housing investment was $33.7 million, while the average number of
 
units completed was 4,603, for a median cost per unit of $7,300. Loan
 
portfolio delinquencies decreased substantially over the four years,
 
from 4.8% at the end of 1974 to a respectable 3.1% as of December 31, 
1978. 

The increase in assets was financed through a combination of
 
increased liabilities and equity. The BEV relied principally on
 
deposits, including regular savings and guaranty and term deposits, as
 
a source of financing. These accounts grew from a base of $12.3
 
million at the end of 1974 to $81.1 million as of Decembor 31, 1978,
 
an increase of $68.8 million. More modest increases were recorded in
 
bonds ($14.9 million) and long-term contractual debt ($12.3 million).
 

Capital and reserves increased $72.8 million, from $32.8 million
 
at the end of 1974 to $105.6 million at the end 1978. Equity in­
creases were almost entirely achieved through annual profits and GOE
 
support, as shown in Table 7.
 

TABLE 7
 

BEV: EQUITY INCREASES
 
(USe Millions)
 

~ MerSupport ProfiU ota 

1975 11.1 3.2 1M.3
 
1976 13.1 4.8 17.9
 
1977 13.1 4.4 17.5
 
1978 11.8 9.9 21J
 

11.A 

The debt-to-equity ratio thus decreased from 1.8:1 as of December 31,
 
1974, to 1.4:1 as of the end of 1978, reflecting the heavy GOE support
 
and reInvonteont from profitable operations.
 

The |IEV had revenues of 131 million in 1978. Net income was $9.9 
million. 1)otniled comparativo statementm are presented in Annex V, 
Tablo V.2. Interest income r[or 1978 amounted to $19.8 million, or 64% 
of the total intornc . ourcer of interest income included earnings on 
loan portfolio, whor. internr't rates ranged from 4% to 12% deponding 
on loan shz., nnnunl charge. of 12% on land and construction outlays, 
and a 2% monetery risk chargt. Other income oonbsited principally of
 
$5.1 million from the mortgage loan Insurance program ndministered by
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the BEV and of $3.2 million from recuperation of loans previously
 
written off by the Bank. 

The average weighted cost of capital to the BEV in 1978 was 4.2%, 
an extremely low percentage, resulting from the heavy contributions of
 
capital "rom the GOE at no financial cost to the BEV. The interest
 
rate spread of $9.9 million in 1978, as represented by the difference
 
between interest income ($19.8 million) and interest expense ($9.9
 
million) allowed the BEV to cover administrative costs of both itself
 
and the JNV (a total of $5.5 million) and contribute substantially to
 
profits. These administrative costs are net of a 10% charge assessed
 
on construction costs of housing built by the JNV. This charge is
 
used to recuperate indirect costs associated with the JNV construction
 
program. Other major expenses of the BEV included costs associated
 
with its insurance program ($3.9 million) and depreciation ($1.4
 
million).
 

Inconclusion, the BEV (together with the JNV, whose expenses are
 
combined into the BEV budget) has shown remarkable growth over the
 
past four years (asset growth of 181%), is in a solid financial
 
position (current ratio 3.1:1; debt/equity ratio 1.4:1; loan portfolio

delinquency rate 3.1%), and has substantially increased its profit­
ability each year to a record level of $9.9 million in 1978 (return on
 
equity 10.6%; return on total assets 4.2%). Substantial GOE contribu­
tions to the BEV have played a major role in the Bank's financial
 
success to date.
 

C. ED.IANCIAL ANAL Y I. THE FOUNDATION
 

Condensed financial statements for the Foundation are presented
 
in Table 8.
 

TABLE 8 

CONDENSED FINANCIAL STATEMENTS
 

(US$COOs) 

Current Assets 1,107
 
Fixed Assets 4,582
 

Total 689 
Current Liabilities
 
Deposits 271
 
Fund Balance
 

Total
 



7,& Q,7
 

4444.a 

4 
i4~ 

1~~~~ 
.4' 

Oien a' 

4 4 4 
,t 

4 
,. 

4 

of Expens 

over4iHavnu 

4. 

-..~4 
47,4 ~ 

328 

4k 

t o4~44,4 

'condition iniatna. liqiPOttwihnea5o!oki'apia 

have acomuadditoaesoidth JUibqu ij4 ty,~ tneate ')a-'iItI, 

4=There 

flow from operations.4 

are two important oonsiderations which usutebtaken4 into 
account, however, in an analysisI ao the Foundationa, f(±Qr~OL4 oni
tion. First, the values or land and -buildings hold by the yo n~t@ 
are recorded at cost at the time or donation ,' which. in many caseagio
back to the early 1940a. Secondly.,the Foundto,is ~a majoity 
partner (87$) Ina profitable middle inoomehoumihg developmenbl which 
partnership, for tax reasons, has not been reflected onrthey Founda­
tion 'sbooks. 4 

Land values and buildings held by the Foundation are recorded on 
the books at donated coat (40-766 million) . ,Them lpropertlss hav, a 
market value conservatively estiatesd at $39 6 millio '(see Annex V'.
Table MO5 for-listinh). 4The 5.landaland Boo@QntS tor,$.9 millio 
of the total; the 31 Pedregal holding# which the Foundati'on plans
urbanize to throw off cash for the community facilities on the !clanda. 
site, accounts for $20.3 million. .,. 

. 

4 :4w 

4cash 

Liquidation ot the Foundation 'a majority interst in 1A 
Granja fil a middle-class housing,.4projeot~, is about ,,tobe osmpleted.'
The Foundation's share is. oaloclatedr at I7%,of,006tits C$.2 mAillion).o 

tar land Wneted in the project ($1.2 million), and cash, for:' 
guaranties put up($0.2million) , ora total'at_$2.6 umlla ?re.
oeds are to be reiunvested in a comparable pojeot~In LA Onji: 2, in 
which the Foundation' will be ther Sole omner. 444 

4 

44 

. 

at the Foundation, is shown by its ability to boro $20,
term: on th sinaturesafos athe t9

addition tits other ut~ 
additio 44444s Lt det 

4 ~4 4 

tJ 

..... .... 

.4. ~44 .4 ~If­



- 75 -

The Foundation plans to finance the community facilities of the 

Solanda Project via the proceeds of urbanization of a portion of its 
El Pedregal holding. El Pedregal is a prime residential site located 
in north Quito adjacent to the Foundation's La Granja project. The 
Foundation plans to generate over $20 million during the four-year 
period 1980-83 in the following manner: 

TABLE 9
 

EOUNDATION'S EXPECTED PROCEEDS
 
FROM EL P DREGAL PROJ CT
 

(US$ooos)
 

Proceeds
 

Total no. of lots 941 
m2 per lot 320 
Total m2 to sell 301,120 
Selling price 

(S/2,500 m2 ) S/99.0 Mil. $29,814 
Less urbanization costs 

(S/500 r2 )  S/19.8 Mil. -5,962 

Profit 23,852 
Less 10% contingency -2.385 
Net Proceeds $21,467 

Feasibility studies have been completed for sewerage, which
 

requires construction of an additional line. Approximately 100 lots
 
located below the city's present water limit (2,800 m.) are for sale
 
immediately. The main sewer line connections, phase two of the
 
Pitatambo water project (now under construction), and water storage
 
tanks higher on the mountain behind the project site must be completed
 
before additional lots can be sold. The Foundation and its architect
 
are working closely with the Municipality to see that water needs are
 
met in a timely manner.
 

El Pedregal sales are planned as follows:
 
1980: 100 lots and construction of sewer
 
1981: a total of 40% of lots sold
 
1982: 40% more of lots sold
 
1983: fivial 20% of lots gold
 

Sales terms are 40% dcwn, 30% in six months, final 30% in twelve 
months. Projected cash flow is as shown in Table 10: 
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TABLE 10
 
L PEDREGAL: rROJECTEb CASH FLOW
 

(US$000s) 

Net cash 
to Foundation 1,767 6,434 7,640 4,742 877
 

A match of cash flow from El Pedregal with the Foundation's
 
Solanda Project commitments is as follows: 

TABLE 11 

EL PEDRECAL/SOLANDA: 
SOUPCE AND APPLICATIONt 

(US$000s)
 

El Pedregal Proceeds 8,201 7,640 4,742 877 
Solanda Requirements , L[Q 4.444 

Net 4,205 3,150 298 877 

Combines 1980 and 1981 from Table 10.
 

The Foundation has verbally agreed to place cash proceeds from El
 
Pedregal in a special fund and, should the timing of the cash flow
 
from El Pedregal not match Solanda's needs, to borrow funds to com­
plete the work. After the selling off of El Pedregal to finance its
 
counterpart in the Solanda project, the Foundation is expected to
 
continue to have thi assets to preserve good financial strength.
 

D. FINANCIAL PLAN
 

The financial plan for the Project was presented in Table I
 
(page 30).
 

The AID contribution to the project is $20,630,000, representing
 
32% of total Project costs. The AID-guaranteod loan of $20 million
 
will provide long-term financJng of mortgage loans under the Project.
 
The AID grant will finance $630,000 in technical assistance priorities
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identified during Project preparation with $200,000 coming from IIPUP
 

funds and $430,000 from AID-appropriated funds.
 

The BEV contribution to the project is $7.9 million, 12% of total
 

Project costs. This contribution represents long-term financing of
 
mortgage loans under the Project, and construction financing for the
 

housing and infrastructure.
 

The Foundation's contribution to the Project is $22,830 million,
 

35% of the total Project costs. This consists of land valued at $9.9
 
million ($10 per m2 ), the capital costs of community facilities
 
estimated at $11.29 million, and the additional staffing, operating,
 
and capital costs necessary to carry out its commmunity development
 
and employment generation activities.
 

The beneficiaries' contribution to the Project is estimated at 

$2.18 million, 3% of Project costs. This consists of a 5% housing 
downpayment ($1.117 million) and utility meter/connection charges 
($710,000). 

The Municipality's contribution to the Project is estimated at 
$11.15 million, 17% of Project costs. This consists of the capital
 
that will be needed to complete the first phase of the southern Quito
 
water project and to channel the Rio Grande.
 

Summary cost estimates for housing, urbanization, community 
facilities, and the Foundation's operating expenses are shown in 
Annex V, Tables V.6 and V.7. Cost estimates are based on current 
prices, adjusted for inflation. [nflationary effects are estimated as 
follows, with construction planned over a three-year period; 

ProJect You Ong: 30% increase in construction costs based on a
 
JNV study of the eff,3cts of the increase in the minimum wage 
from S/2,000 ($80) per month to S/4,000 ($160) per month and
 
a decrease in the workweek from 44 hours to 40 hours.
 

r t YearF: An additional 7% increase in construction 
costs applying an inflation rate of 12% to the materials 
component of uunstriiction costs only. The materials 
componenL of construction costs is estimated at 54% of total 
cost.).
 

uct Year Tbno-vL: An additional 10% increase in construction
 
costs. 

Total inflation for housing, infrastructure, and community 
facilities is thus estimated at $11.63 million, or 18% of total 
Project coats. 
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E. COST RECUPERATION
 

Table 12 lays out thE estimated recuperation of costs for the
 

Project. Recoverable costs represent 65% of total Project costs. All
 

urbanization costs allocated to lots plus all housing costs are
 
recovered through a combination of mortgage loans and utility fees.
 
The selling prices of the houses, covered by 5% homeowner downpayments
 
and 25-year, 10.5% mortgages, allow recovery of all urbanization costs
 
allocated to lots and housing construction costs, including the
 

BEV/JNV's standard charges of 10% administrative overhead on
 
construction, 12% per year for construction financing, and 2% monetary
 

risk fee. The aggregate house selling prices amount to $29.37
 

million. The 10.5% interest rate on the mortgage contract leaves a
 

sufficient margin for the BEV to handle the additional cost associated
 
with servicing some 4,450 loans. Utility meter and connection costs,
 

estimated at $710,000, are covered by appropriate fees charged by the
 

utility companies.
 

The capital cost of off-site infrastructure in the amount of
 

$11.15 million is recovered through the application of tariffs, admin­
istered and collected by the appropriate utility companies. Costs of
 

utility services used are to be recovered through user tariffs.
 
Maintenance of streets, garbage collection, and street lighting are
 

recovered through municipal taxes. Operating costs of community
 

facilities, depending on the nature of the facility, are to be funded
 

from appropriate ministry budgets and user fees.
 

The principal nonrecoverable costs include donations of land,
 

construction of community facilities, and that part of the
 
urbaiization allocated to community areas by the Foundation. Also
 

nonrecoverable are the costs of the Foundation's staff, operations,
 

and equipment associated with the community development and employment
 

generation activities. Total nonrecoverable costs attributed to the
 

Foundation are $22.8 million.
 

F. JN19_1!JST RATE POLICY
 

The current interest rate :icale on mortgage loens granted by the
 

BEV is shown in Table 13. These rates were put into effect in early
 

1979 as a result of negotiations with the IBRD. Previous rates ranged
 

from 4% to 12%. According to a BEV analysis, the most frequent rates
 
charged are 9% and 10%. BEV's estimated 1978 average yield on its
 

loan portfolio was 9.3%.
 



TABLE 12
 

RECUPERATION OF COSTS
 

$U00's 

Component 	 Amount Recuperation Source 


Land 	 9,900* None 


Urbanization 11,770 

Streets 

Water Mortgage loan, meter 

Sewer connection fees 

Electricity 


Housing 	 18,310 Mortgage loan 


Off Site Infra­
structure 11,150 Tariffs 


Community Facilities
 
Capital Costs 11,490 None 


Operative Costs 	 Ministry budgets/ 

user fees 


Community Devel­
oiment-FMJ Staff, None 

operations & 

equipment 1,440
 

Loan Capital
 
for employment
 
generation Loan repayment 


Utilities use 	 Tariffs 


Maintenance of streets,
 
garbage collection, Municipal taxes 

street lighting
 

Technical assistance 630 None 

$64,690
 

* est, market valuation 

%
 
Recup. 


0 


100
 

100
 

100
 

0 


0 


0 


100 


100
 

100
 

0 


Remarks
 

Donated by
 
Foundation
 

Mortgage loan
 
covers capital
 
cost; fees
 
cover meter &
 
connection charges
 

Donated by
 
Foundation
 
Facilities turned
 
over to GOE or
 
residents
 

Donated by
 
Foundation
 

Loans/guarantees
 
provided by FMJ to
 
businesses
 

AID grant
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TABLE 13 

N]LL. CURRENT INTEREST RATE SCALE 

C o oCurrent Mortgwe
 
(Sucres) Interest Rates
 

0 - 100,000 7%
 
100,001 - 200,000 8%
 
200,001 - 300,000 9%
 
300,001 - 1100,000 10%
 
400,00i - 500,000 11%
 
500,000 - 600,000 12%
 

Analysis of BEV's interest rate policy and practices should begin
 
with its 1978 weighted average cost of capital, approximately 4.2%.
 
The sources and costs of capital to the Bank are shown in Table 14.
 

TABLE 14
 

BEV - SOURCES AND COSTS OF CAPITAL
 

Capital Structure
 
(US$ Millions)
 

12/31 1978 Weighted Average
 
1977 1978 Average Interest Cost of Capital
 

Debt
 
Savings and Deposits
 
8-10% term deposits 8.3 7.5
 
5% guarantee " 27.3 25.9
 
7% downpayment " 5.4 4.2
 
Passbook savings 39.6 27.3
 

Internal loans and bonds
 
8%-10 yr. FONADE
 

loan 11.7 8.0
 
Central Bank Loan 2.4 3.7
 
7% obligatory bonds 27.4 21.0
 

International Loans
 
4%-18.5 ys. AID loan 3.1 3.4
 
2%-23 ye. IDB loan 1.2 7.7
 
9%-24 ys. FHLB loan 5.7 5.8
 

Othr Debt 14.3 16.4' 
Total debt $152.4 $130.9 $141.7 $9.9 7.0 
Equity 105.6 81.0 93.3 - . 
Total Capital 

Structure $258.0 $211. 9 $235.0 $9.9 7.O 
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A portion of the "other debt" and of the BEV's equity listed in
 

Table 14 are related to the Bank's insurance operations. If these
 
amounts are excluded, the BEV's average cost of capital approximated
 

4.2% in 1978. The interest rate spread on the BEV's loan portfolio
 
thus equaled 5.1%, giving a net yield of roughly $5.0 million on the
 
average portfolio outstanding.
 

Sources and costs of BEV's funds for the first six months of 1979
 
were as shown in Table 15.
 

TABLE 15
 

BEV: SQORCES AND COSTS OF CAPITAL
 
FIRST HALF 1979
 

US$ Interest 

Source M n Rate 

Loan portfolio recuperation 9.6 4.5% 
Deposits 13.9 6.5% 
OOE support 5.8 0 

Bonds 1.8 7.0% 
Central Bank loan 4.0 Q. 

Weighted average cost 
of capital 4.7% 

The weighted average cost of marginal capital added to the Rank during
 

the first half of 1979 was 4.7%. This figure, rounded to 5%, is used
 

as the basis for the BEV's cost of capital for Project analysis pur­
poses and for the determination of final interest rates to the
 
ultimate borrowers of Project funds.
 

The interest rate proposed for the mortgage loans under the
 
Project attempts to balance the need to hold costs ae low as p.ssible
 
with the capital-generating needs of the BEV. If the cost of Project
 

funds is set at 9.7% (AID HG funds at 11.5% combined with BEV funds at
 
5.0%), and an administrative charge of 0.5% is added to cover marginal
 

costs associated with servicing an additional portfolio of approxi­
mately 4,450 loans a 10.5% mortgage rate is set that leaves a small
 

positive contribution to BEV'. earnings. An interest rate of 1C.5% on
 
a 25-year mortgage, the terms proposed for subborrowers under this
 

Project, in combination with the estimated costs of housing solutions
 
offered, allows a monthly payment such that the people at the 10th
 

percentile of income can be reached at the lowest solution cost and
 
people at the 44th percentile at the highest solution cost.
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The marginal increase in thi cost of cnpttal to t., RWafter 
takIng into aooount the HG loan of $20.0 million and the IBRD loan of 
$11.2 million is estimated at 6%, as indicated in Table 16. 

TABLE 16 

BEV: ADDITIONAL EXPECTED SOURCES OF CAPITAL
 

Amount Interest Interest Cost 

AID/HG Loan $ 20.0 11.50% $ 2.3
 
11.2 7.95% 0.9
IBRD Loan 


New Savings 104.3 6.50% 6.8
 
7.00% 1.2
New Bonds i7.3 


GOE Support 35. 0% 0
 
$188.0 6.00% $11.2
 

The higher cost of capital is offset by higher interest rates on
 

mortgage loans proposed under the IBRD project (10%) and the AID/HG
 

If the BEV, however, is to undertake a significant
Project (10.5%). 

role in social interest housing, interest rates, particularly at the
 

lower end of the Bank's scale, must be adjusted upwards to reflect not
 

only higher costs of capital, but also a probable decrease in GOE
 

support from oil revenues and other sources. Technical assistance is
 

proposed for the Bank to assist it in developing medium- and long­

range financial strategies and plans in the above areas, in addition
 

to innovations in financing techniques applicable to low-income
 

buyers, such as escalating payments.
 

G. CASH FLOW PROJECTIONS/ABILITY OF BORROWER TO REPAY
 

A 30-year cash flow projection fnr the BEV, the borrower under
 

the loan, is shown in Annex V, Tabl. V.8. The projections using these
 

assumptions show positive cash flaws to the BEV (after debt servicing,
 

administrative costs, and delinquencies), ranging from $227,000 in the
 

third year to $741,000 in the tenth year, and leveling off at slightly
 

under $400,000 from the eleventh to the twenty-fifth years. Negative
 

cash flows approximatilig $3.2 million annually are forecast for the
 

twenty-sixth to thirtieth years, since the BEY subloans have terms of
 

25 years while the HG loan has a term of 30 years. Discounting the
 

net cash flow stream at 9% (BEV's current yield on its loan port­

folio), in order to account for reinvestment and loan term differen­
tials, yields a present value of $3.4 million over debt-servicing
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requirements, thus indicating more than sufficient capacity to service
 

the HG loan debt.
 

Due to the volatility of the capital markets in the United 

States, sensitivity analyses were carried out uuing two sets of 

assumptions, as follows: 

I. 	 HG loan carries interest rate of 12.5%; infrastructure 
subloan carries interest rate of 12.5%; all other loan terms 

the same. 

2. 	 HG loan carries interest rate o 12.5%; infrastructure 
subloan carries interest rate of 12.5%; mortgage subloans
 
carry interest rate of 11%; all other loan terms the same.
 

Under analysis 1, positive cash flows are still maintained ovee
 

the 	first 25 years, although in lesser amounts. Cash flows range from
 

$130,000 in the third year to $533,000 in the tenth year and level off
 

at $230,000 from the eleventh to twenty-fifth years. The same
 

negative annual cash flows ($3.2 million) are maintained from the
 

twenty-sixth to thirtieth years. Discounting the net cash flow stream
 

at 9% gives a present value of $1.6 million, sufficient to servine
 

debt. The contribution margin to the Bank under this analysis is
 

negative at 0.4%, suggesting a higher interest rate to mortgage loan
 

subborrowers.
 

Under analysts 2, positive cash flows are maintained over the
 

first 25 years, resting between the first set of cash flow projections
 

and 	analysis 1. Debt-servicing capacity thus also falls between the
 

above two sets of projections and is sufficient. The contribution
 

margin to the Bank under analysis 2 is again positive at 0.1%, indi­

cating a slightly better than breakeven situation.
 

An increase In the interest rate to 11% would increas,! monthly
 

paym~ents to 3ubborrowers from S/816 ($33) to S/847 ($34) for the
 

lowest-cost solution and S/1,441 ($58) to S/1,496 ($60) for the
 

highest-cost solutions, thus moving the target group reached from the
 

10th to 44th percentile of inzome (interest rate 10.5%) to the 11th to
 

46th percentile of income (interest rate 11%), still clearly within
 

AID's target group definition (Table 17).
 



Type of 

Solution 


A3 

A4 

A5 

B4 

BS 

D 

Total 

* 


(1) 

(2) 

TABLE 17 

DIS- RIBUT-ON OF SOLUTIONS 

Down 	 Monthly (1)
Number of Sales 57o Loan Z5 

Years Payment (2)Solutions 0 Price Payment 

445 10 90,996 4,550 86,446 816 (1', 

847 (Z) 

2,004 45 107,698 5,385 102.313 966 (1) 

1,003 (Z) 

223 5 122,557 6,128 116,429 	 1,099 (1) 

1,141 (2) 

445 10 1Z0,395 6,020 114,375 	 1,080 (1) 

1,121 (Z) 

935 21 135,254 6,763 128,491 	 1,213 (1) 

1,Z59 (2) 

400 9 160,650 8,033 152,617 	 1,441 (1) 

1,496 (2)
4.452 100 

Based on monthly payment = 25% of income 

Interest rate 10-1/Z% 

Interest rate 11% 

Family 
Income * 

3,264 

3,388 

3,864 

4,012 

4,396 

4,564 

4,320 

4,484 

4,852 

5,036 

5,764 

5,984 

Income 
Percentile 

10 th 

11 th 

14 th 

16 th 

26 th 

30.th 

24 th 

28 th 

36 th 

38th 

44 th 

46 th 
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The debt/equity ratio of the Bank at the end of four yenrs, the 
proposed start of amortization of the IBRD loan, is estimated at a 
modest 1.68:1, as ahown in Table 18. Prospects for loan repayment 
thus appear excellent. The GOE will also act as guarantor of the 
loan. 

TABLE 18 

BEV CAPITAL STRUCTURE
 

(US$ Hillion)
 

Llabilities $297.9
 
Equity 176.8
 
Total Capital Structure 47.7J
 



VII 

INSI1UTIQAL ANALSI 

The BEV was established in 1961 and has gradually become the
 
Government's principal housing finanue institution. The establishment
 
of the JNV in 1973 showed a recognition by the GOE that a greater
 

commitment from the public sector was required if low-cost housing
 
production were to reach levels related to the nation's needs. In
 
recent years those two institutions, which ure jointly managed by a
 
common president, have produced on the average about 5,000 units a 
year; more than 8,000 units were in the pipeline for 1979 production. 
Achievement of this level of activity would represent major progress
 
on the part of these two institutions. Unit costs have been ranging
 
above $7,000 and as high as $12,000. The average unit cost for 1979
 
is in the neighborhood of $8,600.
 

Over the last five years the JNV and BEV have produced or
 
designed neveral projects to meet the needs of families around median­

income levels and one project (Hacienda Hena) for low-income families.
 
Though this production has not reached proportionately significant
 
levels, it has provided the inotitutiors with a base of experience
 

which makes possible a larger-scale entry into the low-cost shelter
 
market.
 

The JNV is currently in the process of producing a clearer and
 
more workable definition of "social interest housing." Proposals
 
being discussed include defining minimum spice per person, encouraging
 

progre nive housing solutions running from sJte- and services to 
completed unitm, and defining lot sizes as a minimum of one and
 

The end result
one-half times the street floor area of the house. 

will be recognition of the fact that "social interest housing" must be
 

less expensive than the middle class units which currently carry the 
label. 

Customnrily, all work involved in project design is carried out
 

by JNV's technical staff. In a few cases, owing mainly to excessive
 
workloads, the JNV has contracted with architectural and engineering
 

firms.
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Construction work is divided into three categories: housing,
 

infrastructure, and community facilities. All housing construction
 
work has been performed by the JNV through "direct administration." 
The JNV has few construction personnel, and the labor required is 
hired directly in quantities appropriate to parform a specific 
project. On the averLge about 50% of infrastructure construction has 
been done by the JNV. The remaining construction has been done by 
private contractors who are first prequalified, and then selected by
 
public bidding. About 50% of the community facilities construction
 
has also been done by JNV, depending upon the structural complexity of
 
the facility. For instance, a large two-story high-school building 
would be most likely contracted out since it would require major 
construction equipment. The JNV has a sizeable stock only of small 
construction equipment, including trucks, concrete mixers, diggers, 
and wheel barrows. For these items JNV has a full-time operations and 
maintenance staff. 

Owing to the shortage of construction materials in Ecuador, the 
JNV has acquired partial ownership in several factories producing such 
construction materials as cement, bathroom fixturen, bricks, and 
concrete sewage pipes In some cases the production of materials is
 
substantial--e.g., 80,000 bricks per day is more than the JNV's own 
needs--thus allowing the surplus to be sold to private builders. A 
bathroom fixtures factory is currently exporting its surplus produc­
tion to Bolivia and Venezuela. The cement plant, representing a major 
investment by the JNV/BEV, is now running material tests and is due 
on-line in early 1980. Other construction mateL'ials such as roofing, 
windows, doors, and hardware are directly purchased by the JNV from 
factories at substantial discounts. 

The savings generated by the low-cost construction materials and
 

by use of labor only when needed hdve has permitted the JNV to build 
at the lowsst construction coot per m2 in the country even though 10%
 
for administration, 12% for construction finaning, and 2% for mone­
tary risk are added to the direct costs. The administration charge
 
includes project programnning, design, building by direct administra­
tion, supervision, operation and maintenance of construction equip­
ment, and sple,.tion, qualification, and adjudication of units. The 

2 S/1,800 to about S/4,000,total cost per 1,1 varies from as low as 
depending upon the type of construction. 

Though the private sector in theory shoul,| be a more efficient 
construction performer in Ecuador, the profit margin per unit on 
rrInimurn-cost unfinished houses is so limited that :uch projects appear 
not to be attractive for the private builder. Thus, the public sector 
acts a3 general contractor for all or the great majorty of socially 
oriented housing built in the country. It is therefore contemplated
 
that the JNV itself will build the Solanda housing units in order to 
maintain the lowest per-square-meter cost possible, even if new OOE 



polioel.3 call for its withdrawal from broad-range contractor operA-
Lions. The private sector, however, is expeoted to have an imporhent
 
role building part or all of the inf'rastructure as well as the con­
munity faoil1iJ;es. Also, private contractors will likely get invclved
 
in the construction of the approximately 1,000 multifimily units, not 
financed with 110 funds, contemplated in the overall Solanda Project.
 

2. fjm~Win gal Bol 

BEV normally provides the financing for pr'oject' de~igned and 
constructed by the JNV. The BEV's current portfolio is compssed oi 
some 11U,O00 loans. The BEV has computerized its loan portfolio in 
Quite, movlng from a service bureau operntion to in-houso eomputer 
facilities, following an extensive rewriting of software. The only
 
step remaining is conversion of loan payment documents to a computer 
format, expected in the immediate future. 

Project loan applicants will be selected by a Joint 
Foundation/BEV team. The selection process, and thu subsequent 
servicing of 4,1400 loans will increase BEV's loan volume by about 11%. 
This should present no problems or excessive additional administration 
costs to the nEV. A :w:all, low-overhend branch office may be required 
to service borrowors. 

Tie 13EV has a lcw delinquency ratio (3%) and has been punctual in 
amortization of its 'oreign debt (15ID, AID, and the Federal Home Loan 
Bank of New York). Thie historical record suggests that the 11FV will 
administer the Project in a ,,onscientlous, if somewhn' conservative, 
manner. Minor managment -,jutmentnmay bo necessary, particularly 
in Quito where the BEV'n top managemint in also responsible for the 
local office, operations. hre BEV's ntendily profitable earnings 
performance make:s cl.ar tidat thn dr. mtJc growth of the late 1970s hiwa 
not outpaeed managemnt's controls. ie arrival of tno new Governme:it 
offers an opportunity for rore emphasis on definition of the BEV's 
long-term role. The Project includes technic amssitance to help 
with such planni.ng 

D. 1IH.JIAINA-I1h :tJFM YQ!JNJATIQN 

The Foundation In n nonprofit, enaritahle organization estab­
lished in the late 19149n by a wealthy resident of Quito, Dola lian 
Augusta Urrutia do Encudero. Soors do Escudero, who i3 In her 
seventies, continues to be active and in President or the Foundatlon'r 
Board or Directors. She has provided for continuation or the 
Foundation following her death.
 

http:planni.ng
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Foundation policies are established by a Board of Directors
 

representing leadership in the financial, commercial, and religious
 

communities of the city and country. An Executive Director is 
The staff is divided
responsible for carrying out Foundation policy. 


into three departments: a technical department, including three
 

architects and two engineers; a department of social work with three
 
an accounting department with a
professionals and a secretary; and 


The technical department is responsible for all
staff of fourteen. 

project design and project implementation. The department of social
 

work is responsible for identifying the target population , establish­

ing selection criteria, and developing and implementing community
 

services programs. The accounting department has responsibility for
 

financial controls, legal affairs, and sales activities.
 

Over the years the Foundation has been involved in a variety of 

social welfare programs, generally directed at the urban poor in the 

center of Quito. Today its assets are principally real estate 

holdings, and the focus of its attention is the development of this 

inl rated Project for low-income families in which the provision of 

shelter will be integrated with the provision of appropriate community 

facilities and economic programs.
 

The Foundation first began to direct its attention to urban 
1960s when it developed preliminary
development projects in the late 


designs for a low-cost housing project on a site call La Granja, a
 

property located in the northerr section of Quito where the most
 

intense residential and commercial development was beginning and is
 

now taking place. ehMunicipality opposed the use of the site ior
 

construction of shelter solutions for low-income families because it
 

considered development of such a neighborhood inappropriate for this
 

predominantly upper-income area of the city., The Foundation reacted 

by developing a high-cost residential project on the site witn the
 

view that profits from successful real estate development would later
 

assist in the financing of low-cost shelter projects elsewhere in the
 

city.
 

The Foundation began t, consider the possibilities for a low­

income project of major proportions following donation by the Seflora
 

do Escudero to the Foundation of the Hacienda Solanda, a 156-hectare 

tract of lard in the southern section of the city. In November 1969 

the Foundation signed an agreement with the Municipal authorities 

which rmittcd the beginning of the analysis and planning for a 

workers' neighborhood on the Solanda property. 

In ordcr to develop its internal capability to handle such
 

projt ,':i, the Foundation established close ties with the Fundacion
 

Salvadorena pura el Doarrollo do Vivienda Mfnima in San Salvador.
 

Staff members have been nent to El Salvador for training, and many of 
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the techniques developed'in El Salvador have been fit into its program
 
by the Ecuadorean group.
 

In 1976 the Foundation began discussions with the JNV and BEV in
 
an effort to obtain the required financing. A 40-unit pilot project
 
was prepared for implementation as a test of the principles which
 
would govern the Project and as part of an effort to gain experience.
 
In 1977 the Government institutions and the Foundation reached a
 
preliminary agreement relating to development of the Solanda site;
 
this has subsequently been finalized by acontract. The agreement
 
called for the Foundation to cede the land to the BEV at no cost as
 
the infrastructure placement process began. The agreement also
 
established the responsibility of the Foundation for preliminary
 
project design and for provision of community facilities to be pro­
vided at no initial cost to the area's residents. The JNV agreed to
 
supervise all construction.
 

The Foundation will require additional staff to carry out the
 
Solanda Project, particularly in the areas of community development
 
and employment generation activities. Staffing needs are shown in
 
Table 19.
 

TABLE 19
 

INCREMENTAL STAFFING NEEDS:
 
MARIANA DE JESUS FOUNDATION
 

Year 1
 

Staff 	 Total Time
 

I. 	Team of lawyer/economist/
 
accountant 12 months
 

2. Graduate social worker 	 12 months
 
3. 	6 Part-time social workers
 

(home visit interviews) 4 months
 
4. 	Social work supei'visor
 

(consultant status) 15 days
 
5. 4 	Graduate social workers 3 months
 
6. 2 Other professionals 	 6 months
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TABLE 19
 
(continued)
 

Staff 	 Total ime 

1. Team of lawyer/economist/ 
accountant 	 12 months
 

2. 6 Part-time social workers 8 months
 
3. 	Social work supervisor
 

(consultant status) 10 days
 

4. 6 Graduate social workers 12 months
 

5. 2 Other professionals 	 12 months
 

Ym n1 

StaffTtlTm
 

1. 	Team of lawyer/economist/
 
accountant 12 months
 

2. 6 	Part-time social workers 8 months
 
3. 	Social work supervisor
 

(consultant status) 10 days
 
4. 8 Graduate social workers 12 months
 

5. 2 Other professionals 	 12 months
 

The Foundation has had e'nsiderable experience with project
 

construction, having completed the first stage of the La Granja
 

single-family and multifamily housing development and having begun
 
work on the second stage. Nevertheless, to complete design work on
 
community facilities for the Solanda Project, additional staff,
 

consisting of two architects with community facilities design experi­
ence and two draftsmen, will be needed for approximately six months.
 

The Foundation staff is expected to be most challenged by the
 
community development aspects of the Project. A technical assistance
 
program (detailed in Section VIII) has been designed to provide the
 
experience necessary to carry out this vital component of the Project.
 

The Foundation has, nevertheless, spent considerable energy planning
 
the Solanda Project and recognizes the complexity of the task ahead.
 

The Foundation will also be responsible for coordination of the inputs
 
from the various GOE agencies so that the community facilities will be
 
sta.'fed adequately and will respond to the special needs of the target
 

population. The Foundation has already established appropriate ties
 
to the Health and Education Ministries.
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C. MUNICIPALITY OF QUITO
 

The role of the Municipality in the Project includes the approval
 
of plans, granting of permits for urbanization and construction, pro­
viding of water and sewer services through the municipal public utili­
ties, and granting franchises for public transportation by the Concejo 
Superior de Transporte Pdblico.
 

The Municipality prosoribes construction codes and regulations
 
for housing and urbanization. During negotiations concerning approval
 
of the overall project concept in principle, the Municipality agreed
 
to certain exceptions to its codes so as to lower solution costs.
 
There are additional cost savings which could be generated through
 
substitution of materials and lowering of specifications which at this
 
stage have not been accepted by the Municipality. Technical assis­
tance in urban develoment and construction standards appropriate to
 
low-cost housing will be provided under the Project to help the
 
Municipality better understand the potential for effecting cost
 
reductions.
 

Off-site water and sewer infrastructure is to be provided by the
 
Municipality's public utility companies. The water company (I24AP) and
 
sewer company (EMA) were established in the early 1960s as mmicipal
 
public enterprises. The mayor of Quito is the chairman of the board
 
of directors of each company. Representation on the boards includes
 
councilmen, technicians from the private sector, and members repre­
senting the companies' clientele. Studies prepared by IDB and a
 
private consultant in 1977 show that EMAP and EMA have the technical
 
and administrative capabilities to carry out large infrastructure
 
construction programs, but that neither of the entities generates
 
enough resources from services provided to be financially self­

sufficient. The companies rely to a great extent on municipal taxes
 
and contributions and on GOE contributions which have no relation to
 
services provided. The financing situation is further complicated by
 
a system of levies charged to developers for off-site infrastructure
 
in order to raise capital.
 

The amount of the levies is determined and assessed on the basis
 
of additional costs of off-site infrastructure needed to connect the
 
development with the main systems. An a result, projt;C.;s such as
 
Solanda and other areas of southern Quito, which will probably develop
 
as the low-cost housing section of the city, will face much higher
 
levies than in the already highly developed northern half of Quito,
 
wfiere the majority of middle- and upper-class housing is located. The
 
technical assistance component of the Project includes the provision
 
of expertise so that the Municipality may design a base for the ration­
alization of water and sewer tariffs and levies which contains better
 
provisions for future needs, and also distributes the assessments of
 
cost more equitably.
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D. E1VIjONMENTAL INSTITUTIONS
 

The lead agency in the housing sector, JNV, does not have trained 
environmental planners. Rather, its staff is composed of personnel 
with trnditional architectural and engineering backgrounds. Aj a 
result, no process is applied involving coordination with environ­
mental institutions, guidelines, or advanced planning and coordination
 

using baseline environmental data.
 

Ecuador's )nvironmental organizations are specialized insti­

tutions. The 1976 national environmental law established the
 
Ecuadorean Institute of Sanitary Works (IEOS) as the coordinating
 

agency for environmental ansessment. IEOS, however, concentrates its
 

efforts on its other roles of developing the nation's potable water
 
and sewerage systems and does not have the staff or the capabilities
 
to carry out its environmental function.
 

There are several institutions that collect environmental data
 

which could be use of use to the JNV. The Ecuadorean Institute of
 

Hydraulic Resources UINERHI), which is primarily involved in
 
irrigation, collects data on drainage and uoil use. The Nationai
 

Institute of Meteorology and Hydrology (INEMHI is a research agency
 

which gathers meteorological, climactic, nnd hydrological data for the
 
entire country. The Ministry of Agriculture and Livestock has a
 

National Regionalization Program, establi3h~d in 1975, which is
 

gathering information concerning the physical, socioeconomic, and
 
agricultural environment nationwide. The GOE's Remote Sensing Center
 
(CLIRSEN) is beginning to use satellite imagery for environmental data
 
collection.
 

To assure the application of the findings of these GOE agencies
 

to the problems of urban area projects, the Project includes TA funds
 
for an expert to work with the JNV, tha Municipality, and the other
 
agencies as appropriate to develop environmental guidelines which will
 
be introduced as part of JNV's project planning process.
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PROJECT IMPLEMENTATION
 

USAID/E and RHO/PSA will be jointly responsible for managing this
 
Project.
 

A. 	 DISBURSEMENT PROCEDURES
 

HG loan disbursements will be scheduled over a three-year period
 
to correspond with the construction schedule established in the
 
Project Delivery Plan. The early disbursements will be directed at
 
the initiation of the infrastructure construction program, and will
 
consist of a construction advance. Subsequent disbursements will be
 
toade on presentation of eligible mortgages indicating occupancy of the
 
constructed units. Development grant and IIPUP TA disbursements will
 
be made prior to final HG loan negotiations to provide technical
 
assistance so that the General Housing Advisor and the Social Planning
 
and Development Advisor may assist the JNV/BEV and the Foundation to
 
finalize the plans, budgets, and agreements required as conditions
 
precedent to loan disbursement.
 

B. 	 TECHNICAL ASSISTANCE PROGRAM
 

The technical assistance component of the Project has been
 
designed to assure that the innovations in unit size an design, in
 
community facilities planning and commrunity organization, and in such
 
areas as municipal planning and environmental assessment are incor­
porated fornally into the project development process. The vechnical
 
assistance component is the insurance that turns the pilot prc~ect
 
into 	a zreplicable one.
 

The technical assistance program is structured to provile the
 
following:
 

1. 	Long-term technical support to assist the JNV and the GOE to
 
develop an integrated urban development system, to formulate a
 
national housing policy, to create an urban development fund, and
 
to implement the Solanda Project.
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2. 	 Long-term technical support to assist the JNV/BEV and the 

Foundation with the development of the community organization and 
social'assistance components of the Solanda Prcoieot, inoluding 

co'ordination of the short-term technical assistance activities. 

3. 	 Short-term technical assistance to the JNV, Municipality, the
 

GOE's National Bureau of Standards, and'agencies with environ­

mental responsibilities to help with the definition of urban
 

development and construction standards, particularly thbse
 

appropriate for low-cost shelter projects.
 

4. 	 Short-term technical assistance to the BEV and related GOE
 

institutions to permit evaluation of the nation's housing finance
 

policies with a view toward establishing an interest rate
 

structure which reflects market conditions, which takes into
 

account GOE funding capabilities, and which expands the range of
 

financial mechanisms available to low-cost shelter project bene­
ficiaries.
 

5. 	 Short-term technical assistance to assist the JNV, the Munici­

pality of Quito, and other institutions in improving compre­

hensive urban development planning, with special consideration
 

for planning and budgeting of public utility investments and
 

setting user charges.
 

6. 	 Short-term technial assistance and travel funds to help the
 

Foundation and other potential developers develop community
 

owned business and other income-generating activities; the
 

assistance is expected to include vists to non-Ecuadorean
 

programs (e.g., in Costa Rica and Colombia) and the short-term
 

assignment in Ecuador of specialists in small-enterprise
 

organization, management, and marketing.
 

7. 	 Short-term technical assistance and travel funds to assist the
 

Foundation and other potential developers with their self-help
 

housing and social activities; this assistance is expected to
 

include on-site work as well as visits to selected non-Ecuadorean
 
programs, such as those in Panama and Bolivia (Accion Comunal).
 

8. Substantial short-term technical assistance to the Foundation in
 

community development to help with design id execution of staff
 

training proprams and of the in-ccmmunity .'aining programs
 

related to motivation, community leadership, and the management
 
of community organizations. Additional short-term technical
 

assistance will be provided as needed in the areas of public
 

health, day-care center operation, vocational training, and other
 

adult education. Assignment of experts will bb carried out by 

the long-term advisor so as to coordinate with the specific needs 

of each step of the Project. 
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The Project implementation schedule (see PPTN, Annex VI)
 
indicates that once the long-term TA advisors are in place, certain
 
short-term social development experts will be quickly required, as
 
will specialists in setting user charges for water and sewerage. The
 
Solanda project will be successful only if the full complement of 
social programs is operating or ready for implementation at the time
 
the first houses are recdy for occupancy. Therefore, considerable
 
advance planning and training will be required. On the other hand,
 
the technical assistance which deals with urban development planning,
 
construction standards, public utility finance, and alternative
 
techniques for long-term housing finance can be delayed unil somewhat
 
later during the Project's implementation, since such TA will be
 
strengthened by evaluation of the Project's performance. Table 20
 
summarizes the TA program costs.
 

TABLE 20
 

TECHNICAL ASSISTANCE PROGRAM
 

Person Estimated FY of 
Type of Assistance Months Cost in USt Expenditure 

National Housing Policy 
and Development 
Housing Advisor 24 
Housing Finance Specialist 4 
Construction Technology 

Specialist 4 
Urban Designer/ 
Environmental Specialist 4 

Subtotal 

$170,000 
40,000 

40,000 

40,000 
$290,000 

80 
80/81 

81 

81 

Social Planning and 
Community Development 

Social Planning and Develop­
ment Advisor 24 

Community Development 
Specialist 7 

Employment Generation 
Specialist 4 

Self-help Housing Specialist 3 
Travel 

Subtotal 

170,000' 

70,000 

40,000 
30,000# 
10,000 

80 

80/81 

81 
81 
81 

Program Total $630,)00 

*To be funded by an IIPUP grant. 
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TABLE 20
 
(oontinued)
 

Breakdown by Year
 
and Cateory F 80 F 81Tot
 

Development Grant $280,000 $150,000 $430,000
IIPUP __200.000 2.000 

Total $480,000 $150,000 $630,000 

C. 	 PROJECT AGREEMENTS
 

Prior to disbursement of the HG loan, the following agreements

will have to be signed in the order in which they appear:
 

1. 	Implementation Agreement between AID, the BEV/JNV, the
 
Foundation, and the Municipality of Quito, detailing the
 
procedures for the execution of the Project, the reporting
 
requirements, and limitations on the uses of the HG funds.
 

2. 	 Development Grant and IIPUP Grant Agreements between AID, the
 
JNV/BEV, and the Foundation, specifying the beneficiary insti­
tutions and the uses of the funds.
 

3. 	Guaranty Agreement signed by AID, assurin~g any investor against
 
loss.
 

4. 	Host Country Guaranty, guarantying AID against any loss due to
 
the inability of the Ecuadorean borrower to meet its financial
 
obligatione.
 

5. 	Loan Agreement between the BEV anG the U.S. party or parties
 
selected as investors.
 

D. 	 !avjljm 

In the Implementation Agreement, the participating institutions
 
will be required to covenant the following:
 

I. 	 The BEV will make available all funds necessary to begin construction
 
of solutions and infrastructure according to the schedule estaolished
 
by the Project Delivery Plan.
 

2. 	 The BEV will provide long-term mortgage financing to the extent not
 
covered by HG funds and the beneficiaries' downpaymenta.
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3. 	 The BEV will set a policy regarding loan terms which, while set
 
to reflect the limited financial capacity of the project
 
beneficiaries, will not contribute to a decapitalization of the
 
institution.
 

4. 	 The Municipality will make a formal commitment (e.g., budget
 
allocation, signing of loans) to supply the Solanda Project with
 
water from the E4AP Cnillogallo project according to the schedule
 
established by the Solanda Project's delivery plan.
 

5. 	 The Municipality will provide a formal commitment (e.g., budget
 
allocation, signing of loans) to schedule channeling of the Rio
 
Grands for storm and waste water in those sections of the River
 
adjacent to the Solanda site in accordance with the Project
 
delivery plan.
 

6. 	 The JNV and the Foundation will obtain formal commitments from
 
the appropriate authorities to equip and staff the community
 
facilities and to extend public transportation and other
 
municipal services to the community in accordance with it,
 
development schedule.
 

7. 	 The JNV will agree to investigate, with TA as necessary, the way
 
in which environmental impact assessment can be incorporated into
 
the Project planning and development process.
 

8. 	 The Foundation will arrange financing for and construction of all
 
community facilities included in the Project Delivery Plan.
 

9. 	 The Foundation will formally commit itself to expand its staff or
 
to contract the necessary personnel to carry out the community
 
facilities and social development programs identified in the
 
implementation agreement. In so doing, the Foundation will agree
 
to create within its organization a department whose staff is
 
exclusively focused on the Solanda Project.
 

10. 	 The Foundation will agree to deposit in a special account the net
 
cash received from El Pedregal sales in the amount necessary to
 
cover its commitments under the Project.
 

11. 	 The Foundation will borrow any additional funds needed to
 
complete, in a timely far ion, its commitments under the Project.
 

12. 	 The BEV will selecc beneficiaries with family incomes ranging
 
between the 10th and 45th percentiles of the metropolitan area's
 
income distribution, with the solutions to be distributed
 
according to income as follows:
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Income Distribution Estimated Solution
 
ercntiles o Type
 

10th-13th 	 10% 
 A3
 

14th-26th 	 60% A4, B4, A5
 

27th-36th 21% 	 B5
 

37th-44th _U 	 D3
 

100%
 

E. 	 92i2UQ. PRECEDENT 

Prior to the search for a U.S. investor, AID will require that
 
the following conditions be met:
 

1. 	Submission for approval of a Project Delivery Plan by the JNV/
 
Foundation that details project timing, project financing,

project output, and the delivery of that output to the
 
beneficiaries. The Project Delivery Plan should make clear the
 
Foundation's program for developing community facilities and the
 
projected budget for this effort. It should also include the
 
plan 	 for off-site infrastructure being executed by EMAP and EMA. 
The Project Delivery Plan will be approved by AID.
 

2. 	 Formal agreement among the JNV/BEV, the Foundation, and the
 
Municipality defining areas of responsibility for delivery of
 
Project components (i.e., off-site infrastructure, project
 
design, community facilities).
 

3. 	 Preparation of a staffing plan by the Foundation reflecting the
 
projected increase in staff and the training program which will
 
be required in order to assist in project implementation.
 

F. 	WIALAm 9-N 

Because the Solanda Project has been designed and selected for
 
its influence on the development of the southern section of Quito and
 
for its influence on the process of integrated urban development to be
 
applied at the national level, evaluation of progress is essential.
 
The Project implementation schedule (see the PPTN) calls for four eval­
uations during the dxecution of the Project. Each one will be carried
 
out in such a wa, that all the Project partioipants can review how
 
their own inputs ,re coordinated with those of their assooiates and
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oan deoide what adjustments need to be made in the Project delivery 
process. 

The first evaluation will fall at a time when first-phase 
dwelliig unit construction is about to begin, permitting a check cn 
the progress of infrastructure (on- and off-site) construction, and on 
the progress of the beneficiary seleotion process. It will also 
permit evaluation of the considerable social organization TA to date
 
and on the beginnings of the national policy and mechanism-related TA.
 
The interim evaluations will have special importance in that the5 will
 
serve to evaluate the effort to develop integrated projects throughout

the nation's urban areas. Only the effective delivery of this type of
 
activity will permit achievement of the project goal. These interim 
evaluations will herefore have an important bearing on the develop­
ment of future HG projects. The final evaluation is mandatory in all 
AID projects, but is critical in this case in helping AID to determine
 
if the goal and objectives of the Project were achieved, or if not,

what the causes were for the shortfall. Since USAID is planning a
 
series of integrated urban development projects for Ecuador, this
 
final evaluation will be of crucial programming importance.
 

G. PROJECT PERFORMANCE TRACKING NETWORK
 

Annex VI enumerates the events of the Project Performance 
Tracking Network (PPTN) for the Solanda Project. These events are
 
charted graphically as well.
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LOGICAL FRAMEWORK 
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PROJECT DESIGN SUMMARY 

Life of Proiect:LOGICAL FRAMEWORK 
Protect Title & NHm.bo: FrFY __ ) Fl 

TotalU.S. Fm:,g. 
. .. .Dole Prepared­,W ! . .. .
 

NArRATct SUMMARY 7 BL INICAORSPAGE
Project Inputs: (D-l) O'JCTV LYV RFI 4I"IPfImntation Target (Type and Qawtity) RB E N IC T MEANS OF VERIFICATION(D-3) IPRAj ~ U PINHG Loan Au. Mptus forproviding ietp.-:1. (.4)(D-2)
21 Al Grants for TiA (D - resFodtion, 
. Of nd V eta(n$20 million2.Af 1 TA2.ratsfo 
 $630,000


3. BEV Mortgage Lending roject records and evaluations. Foundation, JNV and BEV remain
3. 7.9 million 
 financially sound and carry out
4. Homeowner Downpayment5 
 4. 2.8 million
5- Foundation Donation of 
 5. 22.83 million their roles in the project.
nda Gonmnt
Land an d Commu n ity F a c i liti e i Municipality of Quito continues
. oundation o r nto f5i11e15 million2 8 l o t u p r f Pr~ c n a r~
its support of Project and carriesout infrastructure work in timely
 
Infrastructure investment 
 way.


$64.69 million 

Water and sewerage installation
 

rates are as 
indicated in PP.
 

A U.S. investor can be found.
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JUNTA NACIONAL DE LA VIVIENDA 
APARTADO 3244 MILX 239" "UVEO-q 

QUITO - ECUADOR 

0979 
Sefior 
Jhon A. Sanbrailo 
JEFE DE LA MISION DE LA A.I.D. 079 
EN EL ECUADOR a 9 . 
Ciudad.-

Distinguido Sefior Sanbrailo:
 

Por la presente queremos ratificar a
 

Usted el intorms del Banco Ecuatoriano de la Vivienda 
para re­

-

cibir un credito de hasta por Veinte Millones de D6lares 

que 

6 n de 4.500 unidades habitacionales ­

financiaria la construcci

de bajo costo en el sector de Solanda, al Sur de 

la ciudad de
 

Quito.
 

Como es de su conocimiento en varias
 

oportunidades se han adelantado conversaciones para 
concretar
 

la viabilidad do dicho proyecto el mismo que se 
encuentra en su
 

fase mas adelantada, por lo que estimamos ratificar 
a Usted nues
 

tro deseo de continuar adelante con las negociaciones 
referidas.
 

Aprovecho la oportunidad para reiterar
 

a Usted, los sentimientos do mi mas alta consideracio'n 
y esti:,a.
 

Muy atentamente,
 
JUNTA NACIONAL 9E LA VIVIENDA
 

Ing. gardo Mirmol C.
 
/PRES IDENTE
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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON 0 C 20523 

GUARANTY AUTHORIZATION 

PROJECT 518-HG-005 

Provided From: Housing Guaranty Authority
 

For: The Government of Ecuador
 

Pursuant to the authority vested in the Acting Assistant Administrator,
 

Latin America and the Caribbean, by the Foreign Assistance Act of 1961, as
 

amended (FAA), and the delegations of authority issued thereunder, I hereby
 

authorize the issuance of guaranties pursuant to Section 222 of the FAA
 

of not to exceed twenty million dollars ($20,000,000) in face amount,
 
(of not to exceed one hundred percent (1007) of
assuring against losses 


loan investment and interest) with respect to loans by eligible U.S.
 

investors (Investor) acceptable to A.I.D. made to finance shelter activities
 

in Quito, Ecuador. The borrower shall be the Ecuadorean Housing Barlr
 

referred to herein as "borrower" or "BEV". This guaranty will assist in
 

financing a housing project for low-income households primarily in the
 

the Hacienda Solanda site. FaciliLies and
southern area of Quito known as 


services eligible to be financed hereunder shall include:
 

(a) 	Approximately 4,500 basic shelter solutions;
 

(b) 	Community facilities (e.g., schools, clinics, and markets);
 

(c) 	Necessary infrastructure (e.g., streets, sewerage, water and
 

electricity);
 
(d) 	A comprehensive development program to include neighborhood
 

organization, social assistance, employment generation and
 

construction assistance, and
 

(e) 	A technical assistance program designed to assist the development
 

of policies and institutions designed to address the needs of the
 

low-income shelter sector of Ecuador.
 

the following terms and conditions:
This 	guaranty shall be subject to 


I. Term of Guaranty: The loan shall extend for a period of up to
 

thirty years (30) from the date of disbursement and Aay include a
 

grace period of up to ten years on reiqyment of principal. The
 

a -"rfr- Deginning vith the
guaranty of the loans shall extend for 


first disbursement of the loans and shall continue until such time
 
terms of the
 as the Investor has been paid in full pursuant to the 


loans.
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2. Interest Rate: 
 The rate of interest payable to the Investor pursuant

to the loans shall not exceed the allowable rate of interest prescribed
pursuant to Section 223(f) of the FAA and shall be consistent with
 
rates of interest generally available for similar types of loans
 
made in the long-term U.S. capital markets.
 

3. Government of Ecuador Guaranty: 
 The Government of Ecuador shall

provide for a full faith and credit guaranty to indemnify A.I.D. against
all losses arising by virtue of A.I.D.'s guaranty to the Investor or
 
from non-payment of the guaranty fee.
 

4. Fee: 
 The fee of the United States shall be payable in dollars

and shall be one-half percent (1/2%) per annum of the outstanding

guarantied amount of the loans plus a fixed amount equal to one per­cent (17) of the amount of the loans authorized or any part thereof,

to be paid aq A.I.D. may determine upon disbursement of the loans.
 

5. Other Term and Conditions: the guaranty shall be subject to

such other terms and conditions as A.I.D. may deem necessary.
 

The project shall be governed by the following covenants:
 

1. Cost Recovery: 
 The BEV will set a policy regarding loan terms

which, while act to reflect the limited financial capacity of the

project beneficiaries, will not contribute to a decapitalization
 
of the institution.
 

2. The Municipality: The Municipality of Quito will make 
a commitment
 
(e.g., budget allocation, signing of loans) 
to supply the Solanda
Project with water and to schedule channeling of the Rio Grande for
storm and waste water 
in those sections of the River adjacent to the
Solanda site in accordance with 
the Project Delivery Schedule.
 

3. Community Services and Facilities: 
 The BEV or other implementing

agencies will obtain formal commitments from the appropriate authorities
to equip and staff the community facilities and to extend public

transportation and other municipal services to 
the community in
accordance with its development schedule. Further, there shall be

formal agreements among the various implementing agencies d"fining

areas of responsibility for delivery of Project components (e.g.,
off-site Infrastructure, project design, community facilities.)
 

4. Beneficiaries: 
 The BEV will select beneficiaries with family

incomes ranging between the 10th and 45th percentiles of the metro­
politan area's income distribution, with the shelter solutions to
be designed to be affordable by a broad-range of beneficiaries within
 
the above mentioned percentiles.
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5. Evaluation: The BEV shall prepare a mutually agreeable evaluation
 
plan for the Project based upon DS/II's Published Guidelines for
 
Evaluation and Monitoring dated 1978, as amended.
 

6. Other Terms and Conditions: The Project shall be subject to such
 
other terms and conditions as A.I.D. may deem necessary.
 

Edward Coy Date
 
Acting Assistant Administrator
 
Bureau for Latin America and
 

the Caribbean
 

Clearances:
 

CC/LA:JKessler Date
 

LAC/DR:MBrown Date
 

LAC/DR:NParker Date
 

LAC/SA:RWeber Date
 

DS/II:DMcVoy Date 

CC/ll:MGKitay Date 

H4/LD:ASmith Date
 

DRAFTED:MKitay:SFBG:1/4/80
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TECHNICAL PLANS OF HOUSING SOLUTIONS
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ANNEX III
 

Type A-3
 

li. ... 

I... ...-.
 

In 

9D 

325 4. 332
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Type A-3 

969j9CI ICACIONES 
1_- CMNYhCO4 CkaINTOS Of PECRNA, PUSNTIS DR HOOWN CLOP(O, 

It-. PANIRI9. LAORILLO JAGONCLLO COWUWIS.
 
3L- ESTOJCTURtA OR HaAMIGO ARUAOO TOTALI COWWS V ViGAS
 
4. CUBWRTA' 01 NY90T CON CI*UTA 06 MADINA 
R. P190 CONTRAPIUO 01 HOMMOM IMPLE - 04C6MADO Oil COLOR. 
4L. PUISTAG I UMOA0I DR MADRA TiPLAX C~~ 
I-. VINTANAS r'l HIERRO Of I", I/* SMrPRYTCCIO# 

0-. VWWS a v I v 
0-. I ITALAUDmEU @AMITAM4 AU A PRIA-MUURO O&VAMUID0, OESASES -Y= CgAM. 
0- PICZAS SAWITMAS LAMUO,WOOOROOCNA,LA~JE~qiALAOATOg SM (SCUMMOINO 

11 INSTALACIONEI FLICTRtCAS 00OTRAIMS I(PANL ELECTRICOI 
12. @AOCON AIULIJO COMUN. CLABC 
IS-. CIMMAJIMA 3 CHAADC0 U.AVI Y NOTON 
14.-. LOETA DIE K&AALI3DO C COLOR DE I M DR LONITUD EN LA COCIWA 
IS-CERNDMIENTOB. SOLO CIMENTACION 

6 .40 

ARE +fgD.- l19 

MEALOTE 44*108 col, 

COSYO TOTAL O/to Ylt'V(o
OPOPW!TD. 04 VIWNDA 10 % 



TypAs A4 , B34 

VIVIENDA TWPO .INDIVISA 

%REPLCS IitRIMETNALIS, )NiMi SANirARIA 

ESTMUCTUM DE HOMIBOON AFOAADC0 

AR~EA OOt4STRUCCIOt4 42 50 m 

400. 

2.2 
NA 



.4 

.. -4-
M 


Typ6se 14, B4 

ESPECI FICACIONES 

I CIMFNTA(ION: CIMENTOS DE PIEDRAi PUtNTOS DE tORMIGON CICLOPEO 

? 1-AWECES LADAILWJ MAMBRON Y JABONCILLO COMUNES 

3. ElTRUCTURA DE HURMIOON ARMADO TOTAL; COLUMNAS Y VIGAS 

4 (UBIERTA I)EFTERNIT CON CUBIERIA DE MADERA 

b. P19O CONTRAPISO DCEHORMIGON SIMPLE Y ENCEMENTADO 1E COLOR 

6. PUERTAS! 3 UNIDADES DE MAC'ERA TRIPLEX COMUN 

7 VENTANAS" 5 UNIDACES DE HIERRO DE I" 1/8" SIN PROTECCION 

S. VICHIOS: 2 y 3 r.m 

9 INSTALAOONES SANITARIAS" AGUA rRIA-HIERRO GALVANIZADO, DESAGUES-TU8ERIA DE CEMNTO 

I0. PIEZAS SAMTARU S: LAVABO, INOOORO, OUCHA, LJWANDERIA, LA APLATOS SIN ES(IRRIERA 

ELECTRICO)II. INSTALACIONES ELECTRICAS: EMPOTRADAS (PANEL 

I2. BAO COrYAZULEJO CON!UN, (LASE B 

13 C.ERRAJERIA 3 CHAPA, DE LLAVE Y BOTON 

14. LOSETA DE H A. ALISADO DE COLOR DE I M. DE LONGITUD 

15 CERRAMIENTOS SOLO CIMENrACION 

6 40 

6.40
 

0 AV 

~.-4 

TWPO A- 4 TIMTIP 4 

AREA LOTE: -

AREA V!VIENDA*-

COSTO LOTE: 

COSTO VIVI ENA 

-

-u 

61. 4 4 m2 

42 50 m2 

38,093 

o/ MUN 4% 05O 

ARA LOTE: al .90 M2 

AREA VIVIENDA 42 50 m 

COSTO LOTE 1/ 50790 

ICOSTO VIVIENDA: S/ lCilo 

COSTO TOTAL 
PORCIENTAJE DE 

olu 
VIVIENDA 

m 
45% 

COSTO TOTAL */ 
POA(INThJE DE WV(N 

111120,395 
I^ 



ANNEX 111-2 

Types A5, B.5. D3 

VIVIENDA .-...TPO . INDIVISA 

PAREDES PERIMETRALES EN PLANTA BAJA Y
 

PLANTA ALTA, SIN 
ENTREPISO NI GRADA,ESTRUC-


TURA DE H.A.
 

comefdo Cccna 

',iE 

solo 
 -


PL2T A 20
A ( 

PLANTA BAJA 



-6-i 
-T 

TPO 

A5 
0S
0 

CASA (R2PLANTAS) 

DkD 

VACIO" 
N • 

/ \ 

\VAClO 

--x: 


,, \ 
/ \ 

/ 

PLANTA ALTA
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Lot Pit Types A5 B5 D3 

9SPECIFCCQES
 
W~eida tpo , MdvIsa. 

I.Clmlentocin: clnkwfts de PiedrG1 PlIntos ds homiI, cllpoo.
2.14bduut de Ilrllo momnbr6n y joboncilko comunes. 
3Estructura do homigdn ormado total, colwmm y vlgas. 
4Cubiefa o &WNIer~culerto do moadera.con 
5,Pbo. =* piso do hormlg6h knple y oncementodo do color
 
6.Puertas3unidodiu do modem trilx om6n.
 
7.Ventanas: 10unlddo do him's de Il"x 1/8"sin protaccidn.
 
8.Vdri d 2 y 3m.m,
 
S Inetoaons sanltmkus: oguo fria. tdsmo *arzodo;apj calk*. hibeftoumu
 
IOQFIeza aitamia: lavabo, Inodoro, ductwi fosidwb,bvapk~s *k eomrdera.
 
UNInstogoone electri 'cas empotradoo(ponel eldctrlco).

l2Baflo con ozulsjo Cornmlase B.
 
13 Corajora 3 chopos do [lave y bot6n
 
141ossto do hortigin ormodo, 
 ailsado do colord. Im.do longitud.
I5.Ceormnlento, solo dmentacl6n. 

.C1, X 

CALLLLE 

TIPO A 5iP 0 35 

AREA DEL LOTE 01.50 M2AREA DEL LOTE @IgoM 
AREA VIVENDA 7800 m2AREA VMENOA 7800,? 
COSTO OEL LOTE I/ 38*Oq3to COSTO DErL LOTE 0. 50 790t29 
COSTO VlVIENDA I/ VM3M 4.Y4 COSTO VIwtNIA W' Swm4,444 

COSTO TOTAL q/li n 12 , VX7 COSTO' TOTAL mipszS*4 
PORCENTAJE DE VIVIENDA 5 % PORCINTAJE DIE VIIIUA 21 % 



Lot Fit Types A5 B5 D3
 

* 

o .
 

TIPO D3 

AREA DEL. LaTE 
AREA (Z VIVENDA 

06TO DEL LOTE 

0081 MVI1ENDA 

.2240eOW 
7OO mt 

7 6.1846 

IS 84,4(4 

COSTO TOTAL 

PORcFNTAJ OEVIENOA 

N. 

9% 

11I,O 



ANNEX IV
 

SOCIAL ANALYSIS - SUPPORTING TABLES
 



TABLE A
 

MONTHLY EXPENDITURES OF THE AVERAGE URBAN WORKER 

Costs in Dollars as of November, 1977 

General Index $ Z 

General Index 179.88 100.0 

Food 101.89 56.6 

lousing 29.67 16.4 

(rent,taxes, utilities) 

Furnishings 6.49 3.6 

Clothing 17.98 9.9 

Miscellaneous 24.18 13.4 

Source: Carlos Luzuriaga.'s Poverty in Ecuadot. TABLE 9. USAID, Quito. 

February, 1979. 



TABLE IV - 4 

FAMILY COMPOSITION OF APPLICANTS FOR SOLANDA PROJECT 

No. Of Family No. Of Families %Per Group 

1 5 .5 
2 35 3.7 
3 120 12.7 
4 158 16.5 
5 170 17.8 
6 153 16.o 
7 110 11.5 
8 90 9.4 
9 49 5.1 

10 24 2.5 
11 21 2.2 
12 12 1.2 
13 
14 

3) 
.5 

TOTAL 952 100 

Source: Original Data, Fundaci6n Mariana de Jesfis, Quito, 1979
 

TABLE IV - 5 

FAMILY INCOME
 

Income Number
 

Up to 1,500 30 3.2
 

1,501 - 3,000 192 20.0
 

3,001 - 5,000 357 37.5
 

5,001 - 7,000 200 21.0
 

more than 7,000 171 (a) 18.0
 

Total 952 100
 

Source: Original data, Fundaci6n Mariana de Jesfs - Quito, 1977(g licats ose income exceeds the mxlu establishedth FuneciX. 



TABLE IV 6
 

ACE OF APPLICANTS FOR THE SOLANDA PROJECT 

Age Group Number
 

i5 - 19 4 1.3 

20 - 25 18 5.7 

25 - 30 59 18.7 

31 - 35 48 15.2 

36 - 40 55 17.4 

41 - 45 34 10.8 

46 - 50 41 13.0 

51 - 55 32 10.0 

56 - 60 13 4.n 

60 + 12 3.7 

TOTAL 316 99.9
 

Source: Original data, Fundaci6n Hariana de Jesas, Quito-Ecuador, 1977.
 



TABLE IV - 7 

LEVEL OF EDUCATION OF APPLICANTS FOR "SOLANDA" PROJECT
 

Level of Education No. Percentage 

None 6 2.0 

Primary 212 67.0 

(0-6, incomplete and complete) 

Secondarv 88 27.8 

(7-12, incomplete and complete) 

University 7 2.2 

(incomplete and complete) 

Other Not asked 

No Reply 3 .9 

TOTAL 316 99.9
 

Source: Original data, Fundaci6n Mariana de JesGs Survey, Quito, 1977.
 



TABLE 

TIME LIVING IN QUITO OF APPLICANTS FOR SOLANDA PROJECT, 
BY YEARS 

Years in Quito 	 Number of Applicants I 

Less than 5 yeai' 	 34 10.8 

0- 1 	 6 1.9
 

2 - 5 	 .28 8.9 

6 - 10 Years 	 27 8.5
 

10 	- 20 Years 57 17.9
 

11 - 15 28 8.8
 

16 - 20 	 29 9.1 

More than 20 years 47 16.7 

20 - 30 24 7.6 

31 - 40 18 5.7 

41 - 50 7 2.2 

50 + 4 1.2 

Native of Quito 	 139 44.0
 

Other 6 1.8 

No response 4 1.2 

In Venezuela 2 .6 

TOTAL 316 99.9
 

Source: Original data from Fundaci6n Hariana de Jesus, Quito, 1977
 



TABLE IV -9_
 

PLACE OF ORIGIN WITHIN QUITO, OF 

APPLICANTS FOR THE "SOLANDA" PROJECT 

PRESENT PLACE OF RESIDENCE NUMBER 2 

191 20.0CENTER (downtown) 
(lnclud;ng but not limited to Casco Hist6rico)
 

155 16.3
CUR SOUTH 

(Panecillo, Las Dos Fuentes, La Magdalena,
 

Villa Flora)
 
98 10.3
SO , Western Side (La Colmena, San Roque, 

Hermano Miguel, Marco­

pamba). 

SOUTH, Eastern Side (Luluncoto, Chiriacu Alto, 248 26.0
 

Ferroviaria, Guaj a16)
 

157 16.4
SOUTH - "El Pintado," Mena 

COIITE DEL PUEBLO (North) 28 2.9 
(People's Committee) 

75 7.9
NORTH 

952 100.0
TOTAL 


Source: Original data from Fundaci6n Mariana de JesGs survey, Quito, Ecuador - 1977. 



TABLE IV - 10 

NUMBER OF ECONOMICALLY ACTIVE PERSONS IN HOUSEHOLD BY LEVEL OF INCOME, 

APPLICANTS FC: SOLANDA PROJECT 

Income Level Number of Persons TOTAL 
1 2 3 4 5 6 

0-500 1 1 
500 - 1000 5 5 

1000- 1500 9 1 10 
1500 - 2000 12 1 2 15 
2000- 2500 10 4 5 2 21 
2500- 30'00 19 7 5 31 
3000 ­ 35.00 13 1 1 15 
3500 - 400 26 11 2 2 41 
4000 - ,500 9 15 3 7 34 
4500 - 5000 13 7 5 3 28 
5000 - 5500 8 4 5 1 18 
5500 - 6000 Is 11 2 3 1 21 
6000 - 6500 1 9 4 2 16 
6500 - 7000 3 3 1 7 

7000 6 15 15 10 4 3 53 

TOTAL 139 88 51 30 5 3 316 

% i 16 9 1.5 .9 99.4 

Source: Criginal ca:e fro- F,-.aci6- maria.a de Jesas svrvey, Zuito, Ecuador, 1977 



TABLE I-1l
 

OCCUPATIONAL CAT!GORIES OF APPLICANTS FOR SOLANDA
 
PROJECT (a)
 

Agricultural 8
 
Bars and Hotels 24
 
Warehouse and storekeepers 11
 
Shoe Industry: Artisans 22
 

Operators 3
 
Commercial Activities: Street Vendors 63
 

Store Owners 37
 
Communications 8
 
Janitors and guardians 68
 
Construction workers 27
 
Electricians and radio technicians 22
 
Draftsmen - Topographers 4
 
Printers - Photographers 13
 
Hospital workers 34
 
Jewellers - wdtch repair shops 8
 
Laboratorists 2
 
Wood Industry: Artisans 58
 

Operators 	 16
 
Metalmechanic: 	 Artisans 33
 

Operators 39
 
Military: 13
 
Office employees 50
 
Bakers 10
 
Barbers 6
 
Painters 25
 
Policemen 15
 
Teachers 14
 
Domestic Service Employees 66
 
Salesmen and tenders 20
 
Garment-Textile Industry: 	Artisans 63
 

Operators 43
 
Miscellaneous: 	 Artisans 6
 

Operators 23
 
Services 8
 

TOTAL 	 952
 

Source: Original data, Fundaci6n Mariana de Jesds- Quito, 1977
 

(a)Male and female applicants
 



TABLE 
 IV -12
 

WOMEN'S OCCUPATIONS AS SUPPLEMENTARY OR SOLE FAMILY WAGE EARNERS,
 
SOLANDA PROJECT
 

Occupation 
 Number 
 %
 

(a)
Small Commercial Activities 34 

21.0 

(b)

Domestic Worker 
 32


(a) 

200
Seamstress 


28 

17.0
 

Factory Worker 

15 


9.0
 
Nurse's Aid 


15 

9.0
 

Public Employee 

7 


4.0
 
Weaver 


4 

2.5
 

Teacher 

2 


1.5
 
Street Vendor 


4 

2.5
 

Nurse 

1 


1.0
 
Instrumentalist 


1 

1.0
(c)


Miscellaneous 

6 


3.6
 
Nonspecified 


14 

b.5
 

TOTAL 

163 


99.6
 

Source: 
 Original data, Fundaci6n Mariana de JesGa 
-
Quito, Ecuador, 1977.
 
(a) 	These include women who have stores within their homes, and women
with stalls in other parts of the city.
 
(b) 	These include women with their own 
workshops within the home as well
as women who work in shops.
 

(c) 	There may be more women working as 
domestics than recorded, for those
interviewing did not always distinguish between those who said "domestic
work" ar 
 iing 	housewife or domestic worker for remuneration.
 
(d) 	This category includes a salesclerk, helpers in stores, waitressed,
 



TABLE IV -13 

(a)
NUMBER 	 OF SINGLE HEADS OF HOUSEHOLDS AMONG APPLICANTS FOR 

SOLANDA PROJECTS 

Number 
 %of 	Total Population 

(b)
 
Women 69 
 21.8
 

(c)
 
Hen 9 
 2.8
 

Source: 
 Original data, Fundaci6n Mariana de Jeshs, Quito-Ecuador, 1979.
 

(a) 	Single head of household is defined as a household wheri the spouse

of the opposite sex is not present and the remaining spouse is the
 
sole economic support of the family.
 

(b) 	Two additional cases were found 
 in which the husband was present,
 
but the woman was the sole economic support.
 

(c) 	Two additional cases were found where teenage sons had applied for
 
a house in their names, but they do not have sole economic res­
ponsibility.
 

TABLE IV - 14 

NUMBER OF ECONOMICALLY ACTIVE WIVES IN CONSENSUAL UNION OR MARRIAGES;
 

SPOUSE PRESENT
 

(a)

Economically Active Number 
 % of Total number of marriages
 

and consensual union
 

Yes 
 93 	 39.7
 
(b)
 

No 141 60.1
 

TOTAL 
 234 
 99.8
 

Source: 
 Original data, Fundaci6n Mariana de Jeass, Quito-Ecuador, 1977.
 

(a) 	The women are engaged in economic activity both inside and away from
 
the home.
 

(b) 	Two of the 141 were continuing their studies.
 



TABLE IV - 15
 

NEIGHBORHOODS ADJACENT TO SOLANDA, BY POPULATION
 

Neighborhoods 
 Est. Population, 1979
 

1. Chillogallo 
 35.000 Inhabitants
 

2. Mena 2 
 6.000 "
 

3. Arrayanes 	 1.700 o
 

4. Mena 1 	 9.500 "
 

5. Barrionuevo 	 2.000 "
 

6. Santa Anita 	 3.600 "
 

7. El Calzado 	 9.000 "
 

8. 	Santa Rita 6.000 "
 

TOTAL: 72.000
 

Source: Original Investigation, Dept. of Social

Services, Junta Nacional de la Vivienda, Quito,

Ecuador, 1979.
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CHIiLLOGALLO 

.flZA 2 

I NA 1 

RARRIO-VLVO 

SANTA RJ!'A
 

SA .TA ANITA
 

EL CALZiADO
 

2. 0 1 P0S 


CHILLOGALLO 

?EJA 2 

ARitVNFS 

PM 1 

R&RRIONUEV0 

SANiTA qITA 

SANTA A!-ITA 

RL CALZADO 

TABLE IV - 16
 

C UAI.0 R~ CU!u.,FN
 

L A I N lE 


7 FU'CIO!!A-; 3 3 FUICIONAN DO 2 PUC1OFANO
 

4 Mi CCNSTRUJCCI101 FN YNCION'PI4'IENTO 3 Ell CONSTRUCCION
 

S ER V IC J S 

DISP. MLDICO .,;L,'SlA SAIA C0 UlIAL O?.TELFEI.-CORREO E)FPR0VIT REMI POLICIAL 

1 PUI..AN 2 FUNCTONAN!DO 1 FUliCTONI. DO 
2 '..ONSTR,-.C. 4 5 FUNCIONAFPO 1 Nnl FUICLONA 2 FUMCIOflAS 2 1~0 FUNCIONAN 
1 N;O FUJ.CIot;A 2 C *1.±tHUCCI0N 2 N COIQ 7RU 'CON 2 CONISTRUCe 2 CirSTRUCCION 
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TABLE IV - 18 

E S C U E L A Si
 

A L U M N O S PARALELOS CAP.RF.AL EXCEDENTE OBSERVACTONFR
S E C T 0 R F S N O M B R E S 


21 750 220 INSUICIENTB
FISCAL DE NI:.GS 23 DE .ATO 	 970 

957 23 650 307 INSUPICIENTE-FUUCIONA 33 
CRILLOGAL:O 


..Ak.QU-.A DF SOLANDA 

DOS JOUMADAS
MANANA DE It a 39 GNA0 

TARDE DE 49 a 69 GZADO 

LA t*ARAIA FUJCIONAEXA # 2 OS ALOO VACA LARA -NINAS 580 3.4 350 230 POR 
TRES GRADOS RN LA ESCV
 
LA DE NI.06.
 

13 450 90 FUNCIONAN TRr GIADMS EXrI.U-:L LEORO IRA':CO -hINOS 	 540 
EL LOCAL Di L4 ESCUEA -
TIE NIJAS - Po.l LA ?ARZ. 

256 DOS PARALELOS UNCIOMAN-E..A I O ALDO UAYISA 	IN 756 18 500 
EN EL LOCAL DEL JIDIN -
DI INFANTFS Y CUATRO PAU 
RALELOS FY u. LOCAL ACOJ 
DICIONADOo 

NO TI-EE ESCUELL
-Al.RAYANES 	 -

UNA ESCUELA COIPLETA
SA%-LA ANITA EN CO .SRUCCION 


TRES ESCUELAS COKPLETA5
N CO1STRUCCION
CALZADO 	 -.

NO TIEUE E5CU,-LA- -- - .- -SANTA RITA ­

14 560 90 INSUFICIENT -ZEST.NADO=

BAP-RIONUEVO 	 110LICIA N CJO:.AL 650 

A HIJOS DE POLICIAS UX ­
106 PARTICULAR.TOTALESs 	 6 F.SCCPLAS EN FUN I0NAIJF:'O 4-453 103 3.260 1.193 UN 90, y 


4 Ex comsrmuccio'.
 

EINA FUNCONA UNA 	F'SCUFLA DE EDUCACION ESPECIA. T %NU BARRIONUEVO EL INSTITUTO NACIONAL DE CIrOS.
NOTAt N NUJVA C^I 

http:CAP.RF.AL


TABLE IV - 19 

C 0 L U I 0 SsG 

AA LU .: ?k0 S PARALELOS CAP.R.AL rCC :DEXTE OBSERVACTOIWSS E C T 0 R C 0 L E G 1 0 

CHILLOCALLO ..;XTO SAN A RIT 900 19 760 140 FUNCI NA N REL LOCAL D9 L& EDCM 

LA DE WIRIS 23 do FATO -

POR LA TAR-So 

ki.lRIONUL¥YO POLICU N'C!CT.AL 400 9 400 - UNCTONA E:N LA T'RDE ED EL LOCAL 

DE LA FSCUELA POLICIA UACIONAL -

DE It a 5o. CURSO. 

E JOSE DJ4. A CUALIRA 250 7 250 FUNCIOUA POR LATIRDZ EN RL SO -

CAL DI LA ESCUELA OSWAL3O OVATA-

SAIN BE It a 5.: CURSO. 

PtZ" i 2 -- - - - -T NOTIM COEGIO 

LRATAJIKS - - - - - - NO TI.I, COLI'GTO 

SANTA ANITA - - - - - - NO T.ENE COLEGIO 

SAETA RITA - - - -.. . NO TIE' COLrGI0 

CALZADO -- - - - -- NO TIlEn COLEGIO 

IWTAL 	 S 3 1.--50 35 19410 140 

NOTA 	I TA PROTECTAMA LA CONSTRUCCION DE UN GRMI 'U(;APLEJO EDUCACIOIAL P;1A LA ,OlA SUR IN EL SECTOR DE SOLUM, MNl­

DTA:,TE UN C,:-NNIO I rER - I!,TITUC:ONAL. 

http:CAP.R.AL
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ANNEX V
 

FINANCIAL ANALYSIS - SUPPORTING TAL.,.;
 



ANNEX V - EXHIBIT A
 

EMPLOYMENT AND PAYROLL CALCULATIONS
 

Housing units 4,452
 

Construction period 3 years
 

Units/year 1,484
 

Workers/Unit/year 203
 

Workers/year 3,012
 

To extrapolate additional employment due to community facilities
 

it is assumed that the ratio of workers/construction costs of housing,
 

urbanization, and infrastructure remains constant for community facilities,
 

thus:
 

Annual employment H - U - I- Annual employment in CF
 

H - U - I construction costs CF Construction costs
 

at current prices at current prices
 

3,012 = x
 
32,059 8,329
 

x - 782
 

Construction costs are broken down as follows: 30% labor,
 
54% material, 16% overhead, and profits. Applying the percentage
 

devoted to labor (30%) to total construction costs at current prices
 

($40.4 million) and dividing by three years gives an annual payroll
 

of $4.04 milli.on. Dividing by the number of workers (3,794) gives an
 

annual income per worker of $1,065. The present miniwum wage is $950
 
per year.
 

http:milli.on


TABLE V - 1 

SUMHARY OF BALANCE SHEETS 

Banco Ecuatoriano de 1. Vivienda (ARV) (In millions.of Sucres) 

ASSETS 1974 

Current Assets 662 
Loans Receivabla 632 
Fixed Assets 789 
Other 237 

Total 2320 

LIABILITIES 

Current Liabilities 76 
Sight Deposits 311 
Bonds 314 
Long-Term Debt 450 
Other Liabilities 342 

Total 1493 

Capital and Reserves 827 

TOTAL 2320 

KEY INDICATORS 

Current Ratio 8.7 
Debt: Equity 1.8 
Debt: Assets .6 
Capital Adequacy 1.3 
Loans: Assets .3 
Profit 66.9 
Return on Assets 2.9 
Return on Equity 
Delinquency Rate 

8.1 
4.8 

Housing Investment $512.0 

Housing Completions 3323 


1975 


643 

984 


1246 

207 


3080 


112 

682 

391 

609 

134 


1928 


1152 


3080 


5.7 

1.7 

.6 


1.2 

.3 


79.7 

2.6 

6.9 

2.7 


''$617.3 

-'4427 


1976 


664 

1362 

2164 

375 


4565 


209 

1275 

563 

564 

349 


2960 


1605 


4565 


3.2 

1.8 

.7 


1.2 

.3 


121.7 

2.7 

7.6 

2.2 


$1166.9 

5639 

1977 1978
 

534 622
 
2130 3143
 
2334 2329
 
353 421
 

5351 6515
 

224 201
 
1639 2049
 
529 691
 
720 761
 
194 145
 

3306 3847
 

2045 2668
 

5351 6515
 

2.4 3.1
 
1.6 1.4
 
.6 .6
 

1.0 .9
 
.4 .5
 

109.5 249.1
 
2.0 3.8
 
5.4 9.3
 
2.6 3.0
 

809.1 808 
"'60 3686 

http:millions.of


RANC 

INCOME 

IntereRt 

Bonds and Securities 

Bad Debt Recovery 

Insurance Premeumm 

Inhtrance Reserve 

nther 

TaTAL
 

TnTA. 


FXPrNSrFS
 

Administration 

Interest 

Commiissions 

Denreciation 

Currency Exchange 

Unspecified 

Insurance Reserve 

Insurance Claims 

nther 


TOTAL 


KEY T!,1DICATORS 

Profit Millilon Sucres 
Profit/Income (/) 
Admln: Expenses (O 

Admtn: I.OANS(/) 
Admin: Assets (7O 

]tBLE V - 2 

ECUATORIANO DE LA AI1VTFNI1A 
Income Statements
 

(Millions of Sucres) 

1974 1975 1976 

111.7 175.6 275.2 

5.1 3.5 1.7 

34.7 30.0 41.8 

13.9 18.1 30.0 

16.8 22.8 32.0 

20.5 56.6 45.9 


202.7 306.6 426.6 


35.9 52.4 76.1 

63.0 103.2 160.R 

4.8 5.3 3.2 

3.1 23.6 10.6 

3.7 4.2 f.0 

1.3 1.7 6.2 


22.8 32 45.5 

1.1 0.8 1.1 

0.1 3.6 1.2 


135.8 226.8 304.9 


66.9 79.8 121.7 

33.0 26.0 7q.s 
26.4 23.1 25.0 

4.2 2.3 1.8 
1.1 0.8 0.5 

1977 

362.2 

2.4 

58.4 

N/A 
45.5 

42.2 


510.7 


98.6 

19H.2 


3.5 

78.0 

0.0 

3.1 

0.0 

0.0 

19.8 


401.2 


109.5 
21,4 
?4.6 

1.2 

0.5 


1978 

499.5
 
1.5
 

81.6
 
64.8
 
63.8
 
70.6
 

78148
 

137.7
 
245.4
 
3.4
 

34.8
 
0.1
 
8.3
 
94.8
 
2.5
 
5.7 

532.7 

249.1
 
31.9 
25.8
 
0.8
 
0.4 



TABLE V - 3
 

SUIARY OF BAANCE SiEETS
 

Fundaci6n ' ariana de Jesus"
 

ASSETS
 

Current Assiets 

Investments 

F1XED ASSLTS 

Work in Process 

StocI 


TOTAL 


1,IAll,L'r IES
 

Current. Liabilities 

Equi ty 


TOTAL 


KEY INUTCATOKS
 

Current Ratio 
Debt: Equity 
Debt: Assets 
Profit (Million Sucres) 
Return on Assets 

Return on Lquity 


1974 


20.2 

8.2 


13.2 

16.9 

1.2 


59.7 


4.9 

54.8 


59.7 


4.1 

.1 

.1 


NA 

NA 

NA 


(Millions of Sucres) 

1975 1976 1977 1978 

26.9 19.5 14.9 20.0 
8.9 14.3 16.2 27.1 

20.3 20.1, 20.6 20.8 
15.3 18.3 26.2 35.0 
1.2 1.2 1.2 1.2 

72.6 73.4 79.1 104.1 

15.4 5.5 7.4 36.1 
57.2 67.9 71.7 68.0 

72.6 73.4 79.1 104.1 

1.8 3.6 2.0 .6 
.3 .1 .1 .5 
.2 .1 .1 .4 

-1.4 10.7 3.8 -3.6 
.0 .2 .1 .0 
.0 .2 .1 - .1 



TABLE V - 4 

FUNDACION MARIANA DE JESUS - INCOME STATEMENTS
 

(Thousands of Sucres)
 

1975 

INCOME 

Interest 469.9 

Investments 5.7 

Real Estate 937.6 

Agricultural Products 1267.7" 

Other 119.0 

TOTAL 2799.9 


EXPENSES 

Real Estate Administration 430.1 


General Administration 2515.2 


Agricultural Production 569.3 


Depreciation 172.9 


Interest " 


Other 483.6 


TOTAL 4171.1 


KEY INDICATORS
 

Profit (loss) (1371.2) 


Profi t/Income (%) 

R.E./xpenses (%) 10.3 

General /Expenses (%)63 

Source: Fundacion "Mariana de Jesds"
 

1976 


315.5 


1.4 


906.0 


11T5& 


13,394.2 


15736.1 


651.3 


2693.6 


620.2 


192.3 


-


844.3 


4997.7 


10738.4 


68.2 


13.0 


539 


1977 1978 

1338.9 

2.3 

4757.8 

-24A9.1 

842.0 

-

1.9 

3036.5 

1IT-5,O 

200.6 

9440.1 4652.0 

831.7 

3350.6 

486.7 

220.8 

-

771.2 

5661.0 

946.0 

3848.0 

591.4 

309.7 

1750.6 

841.7 

8287.4 

3779.1 

40.0 

14.7 

59.2 

(3635.4) 

11.4 

46.4 



TABLE V-5
 

MARKET VALUE OF FMJ's LAND HOLDINGS 

Millions of Sucres
 

BUILDINGS 

Office 3.0 

University Center 15.0 

Rentals - 3 11.0 

LAND 

Calle Sucre 2.0 

Calle Miras 3.0 

Pedregal 512.0 

La Granja 100.0 

Calle Amazonas 50.0 

El Recreo 14.0 

Industrial Zone 40.0 

Solanda 250.0 

S. 1.000.0TOTAL 

$ 39.6 



TABLE V-6 

COST ESTIMATE- HOUSING AND URBANIZATION 

URBANIZATION 

61.44 M- Lots - A 

81.92 M- Lots - B 

122.88 MZ Lots - D 

HOUSING 

21.20 M Z - A3 
2 

42.50 M -A 4 ,B4 


78.50 M 2 -A 5 , B5 ,D 

INFLATION 

TOTAL 

# 

2.672 

1.380 

400 

445 


2,449 


1,558 


Yr 1 

Yr Z 

Yr 3 

Unit Cost 

38.093 

50,790 

76,186 

52,903 


69.605 


84.464 


30% 


7% 


10% 


Sucres 

Total
 

101,784,496 

70,090,200 

30,474,400 


23,541,835
 

170,462,645
 

131,594,912 

20,234,909
 

85,192,276
 

108,172,215 


Sucres 

202,349,096 


325,599,392 

2:',644,400 


741,592,888 

$ 

8,013,825
 

12,895,025 

8,461,164
 

29,370,014 



TABLE V-7 

COST ESTIMATE COMMUNITY FACILITIES & FOUNDATION OPERATIONS 

Community Facilities - Capital Cost ( See Attached ) Sucres $ 

- Inflation Yr I 
Yr 2 
Yr 3 

21,031L90 
25,938,344 
32,948,708 

210,310,900 

79,918,142 

8,329,145 

3,165,075 

TOTAL 290,229,042 11,494,220 

Foundat.cn Operations - Staff Yr 1 
Yr 2 
Yr 3 

1,641,000 
1,755,000 

2,012,000 5,408,000 

- Equipment 

and Supplies Yr 1 
Yr 2 

Yr 3 

1,015.000 
714,000 

670,000 2,399,000 

7,807,000 309,188 

- Loan Capital 
Guarantees Yr 1 

Yr 2 
Yr 3 

7,120,000 

14,240,000 
7,120,000 28,480,000 1,127,920 
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TABLE v-8 (cont'd)
 

BEV - PROJECT CASH FLOW
 

ASSUMPTIONS
 

Coia3truction Cost Loan
 

BEV borrows funds to cover construction costs. See urban­

ization and housing costs for explanation of interest
 

cost recovery.
 

Downpayment
 

BEV requires accumulation of downpayment In Bank saving
 

accounts which pay 7%. Downpayment = 5%.
 

BEV Infrastructure Loan (off-site)
 

Water project completed within 1-1/2 years; channeling of
 

river completed in 2 years. Drawdowns are based on expected
 

financing needs of EMA and EMAP. Amount $5 milljoii.
= 


HG Mortgage Loan
 

One-half of houses completed at end of 2nd year; remainders
 

at end of 3rd year. Drawdownu are based on mortgages
 

presented. Amount = $20.0 miljion.
 

13EV Permanent Financing
 

BEV's contribution to the project. Amount - $7.9 million.
 



Mortgage Loan Repayments
 

Mortgage loan terms are 
10-1/2% interest, 25 years
 

Offsite Infrastructure Loan Repayment
 

Infrar .ructure loan terms are 11-1/2% interest, 25 years,
 

5-year grace on principal. 
These terms may be revised
 

in further BEV negotiation with EMA and EMAP.
 

Urbanization and Housing Construction
 

Includes all urbanization allocated to lots, housing costs,
 

inflation, 10% 
for BEV indirect costs, 12% 
for construction
 

financing, and 2% monetary risk. 
See HG mortgage loan above
 

for construction schedule.
 

Mortjage Loan Administration Costs
 

Based on $2 .50/mortgage serviced/month, assuming low marginal
 

costs to service additional loans due to BEV's computer
 

capability. 
Costs increase 10%/year.
 

Mort_jae Deli ncuencies 

Based on 
historical record of BEV of 3% delinquencies on
 

portfolio.
 



Delinquencies build up to 31 of portfolio over a 3-year
 

period and remain at this level.
 

Construction Cost Loan Repayment
 

Based on repayment at time AID and BEV supply long-term
 

financing, i.e., end of 2nd year and end of 3rd year.
 

HG Loan Repayment
 

Terms are 11-1/2% interest, 30 years with 10-year grace on
 

principal. Amount = $25.0 million.
 



ANNEX VI
 

PROJECT PERFORMANCE TRACKING NETWORK
 



ris4ure VILL £
 

ECUADOR - XG - 005 

EVENTS 

1. 	 Zlemontation Agreoemnt Signed.
Begin negotiation with 
GOB 	 on non-project specific
T/A.
Housing Advisor and Social Planning Advisor selected.Final working drawings for physical components begun

(JNV/FMJ, EMAP, E.A) . 

2. 	Begin planning for st. 
 ing 	and training components
of Social and Community Development Programs. "FU (ADBegin T/A training. planning travel to non-Rcu biexauples, (FMJ-,iID) an~ 

3. 
Complete design and working drawings for on-site In­frastructure (JNV). 
 Begin design of Community facili­
ties. (FNJ).
 

4. 
Publish &nnounceent soliciting bids from investors 
(BEV).
Finalize and approve financing plan of infrastructure

(on-and off-site) (BEV). 

5. 
Establish credit committee.
 
Finalize Interview format.
Acquire two vehL1.es for staff use 
(social work).
Pre-select members of carpentry business.

Establish carpentry business.
Select Community Development Specialist.
Select Employment Generation Specialist.

Begin Interview process 
- first phase.
 

6. 
Select contractor for on-site Infrastructure. (JNV)
Solicit aids for off-site Infrastrunture (EI4AP, ERA).
Begin construction, on-site Infrastructure (JNV).
 
7. 
Approve T/A program design (GOE), identifying prior­ities and special needs (this may be done by a group
of Institutions under the Conmejo Nacional de Desa­rrollo, or individually.)
 

8. 
Select contractors for off-site sewer and water pro­jects. (E4AP, EMA).
Complet.e unit design and construction schedule (JNV).
 

http:vehL1.es
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9. 	 Select Investor (EV)

Jign loan agreements (BEV)

Drawdown first disbursement (for off-lt 
water 
and seer projects) (BEV).
Select T/A expert for analysis of interest ,rAte 
structure and the expansion of options available 
for 	hoe financing (BEV) (AID). 
Begin analysis (BEV'4AID).
 

10. 	 Complete design of Community Facilities (FM7).

Begin construction of first phase (FMJ).
 

11. 
 Select T/A expert for work with GOE on identifi­
cation of urban development priorities (areas,

components of need) (GOE-AID).

Begin search for Environmental Planning and Public
 
utilities finance experts. (AID).
 

12. 	 Begin intensive program of preparation of first 
phase families for more to community (FMJ).
Select T/A personnel for day-care and public
health programs. (Fm-AID).
Finalize Community Facilities staffing plan. (FMJ)

Begin evaluation of progress to date (FMJ).
 

13. 	 Drawdown (2nd.) against HG loan to fund advance
 
of off-site infrastructure (BEV).

Begin activity to locate and open a BEV branch
 
in Solanda (BEV).
Begin evaluation of financial activity to date
 
(BEV).

Begin work with FMJ to approve list of first phase
 
occupants (BEV).
 

14. 	 Begin evaluation of T/A program and formalization
 
of GOE urban development planning mechanism. (GOE-

AID). 
Select short term T/A specialist in Env 4ronmsntal

Planning and Public Utilities finance. (GOB, Muni­
cipality, AID).
 

15. 	 Begin construction 1100 dwelling units. (JNV)

Begin evaluation of construction prograu to date.
 
(JNV, ENAP, EA). 
Begin construction, second phase of Community

Facilities Program. (PJ).
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16. 	Begin move-in training of 1100 families. (IMJ) 
Complete selection of first phase occupants. (f-BEV) 
Hire and train additional staff to man counity facilities pro­
gram. (JU)
 
Begin selection process, second phase families (1100). (KJ)
 

17. 	 Complete first evaluation of project. (All participants)
 
Initiate all adjustments to program identified in evaluation.
 
(All participants)
 

18. 	 Select short-term T/A to carry out program adjusting standards for 
application to low-cost shelter programs. (GOE, Municipality, JNV, 
AID)
 
Begin assessment of standards. (GOE, Y aicipality, JNV, AID)
 

19. 	Drawdown (3rd) against HG loan to fund morgage financing for first
 
phase of Solanda Project (1100 loans), and to advance continuation
 
of Rio Grande channelling project. (BEV)
 
Begin Review of FMJ selections for second phase of Solanda. (BEV)
 

Complete analysis of interest rate structure and alternative financ­
ing mechanisms. (BEV-GOE) 
Begin preparation of policy for financing low-cost shelter programs.
 
(BEV)
 

20. 	 Begin selection process, third phase families. (FMJ)
 
Begiu actual occupancy of first phase dwelling units. (FHJ-BEV)
 
Begin community facilities use (first phase). (FMJ)
 
Initiate neighborhood organization program. (FKJ)
 
Select self-help housing specialist. (FlJ-AID)
 
Begin intensive pre-move program for second phase families. (FKJ)
 

21. 	 Deliver 1100 dwelling units. (JNV) 
Complete off-site infrastructure program providing potable water. (E(AP)
 
Begin construction, second phase dwelling units. (JNV)
 
Begin construction, third phase community facilities. (lJ)
 
Complete first phase community facilities. (lJ)
 

22. 	 Complete T/A program. (GOE, Municipality, AID)
 
Begin identification of priority regions and projects for applica­
tion of comprehensive (integrated) urban development process.
 

23. 	 Drawdown (4th) againut RiG loan to fund mortgages of second phase 
families (1100). (BEV) 
Begin Review of first selections for third phase of Solanda. (BEV) 
Begin evaluation of progress to date (2nd. evaluation). (BEV) 
Begin preparation of financial components of similar, non-HG, pro­
jects according to GOE plan. (BEV) 
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24. 	Begin selection process, fourth phase families. (FMJ)
 
Begin occupancy, second phase families. (MiK-BEV)
 
Begin Community facilities use (second phase). (lMJ)
 
Expand coimnity enterprises program, reflecting skills and In­
terests of additional residents. (I)
 
Begin intensive pre-move program for third phase families. (lJ)
 
Begin evaluation of progress to date. (PMJ)
 

25. 	 Delivery of 1100 units (iecond phase). (JNV) 
Begin construction, third phase units. (JNV) 
Begin construction, fourth phase community facilities program. (IMJ) 
Complete second phase comunity facilities program. (WMJ) 
Begin second ovaluation of progress in conbtruction activities to 
date. (EMAP, EHA, FMJ, JNV) 

26. 	 Complete second comp'ehensive evaluation of project progress. (All
 
participants)
 
Initiate adjustments to rrogram required by evaluation. (All part­
icipants)
 

27. 	 Begin implementation of a series of integrated urban development
 
projects dicected at a nationwide production of 5,000 low-cost units
 
annually. (GOE, JNV, BEV, FM.J an appropriate).
 

28. 	 Drawdown (5th) against 11G loan to fund the mortgage financing for
 
third phase families (1100) and the final construction of the Rfo
 
Grande channelling project. (BEV)
 
Begin review of final phase families. (BEV)
 

29. 	Begin occupancy, third phase families. (FM], BEV)
 
Begin community facilities ue, third phase. (MIJ)
 
Begin intensive pre-move training for final phase families. (MLI)
 

30. 	Deliver 1100 units (third phaue). (JNV) 
Begin construction, final phase units. (JNV) 

31. 	 Drawdown (6th) Against 1G )-,an to fund mortgage financing for final 
phase faimilien (1100). (BEV) 
Begin evaluation ur progress of Solanda Project to date (3rd. evalua­
tion). (BEV)
 

32. 	 Begin occupancy of final 1100 families i:a .olanda (11C financed) Pro­
ject. (DIX) 
Begin community facilities use. tinal phase. (PU) 
Begin evaluation of social program progress to date. (YlJ) 

33. 	 Delivery of final 1100 units. (JNV) 
Completion of community facilities construction. (PKJ) 
Begin evaluation of construction progroes to date. (J, DIA, JKV) 



-5­

34. 	 Third comprehensive evaluation coup: ted. (All participants) 
required by evaluation.Initiate adjtstment to non-HG progrms as 


(All participants)
 

35. 	 Completion of channelling of Rfo Grande. (EHA) 
evaluation. (All Participants)begin preparation of final project 

integrated urban development projects,36. 	 Completion of first series of 

reaching production of 5,000 units annually. (COE) 

(All 	participants)37. 	 Final project evaluation completed. 
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