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. As a result of the DAEC review, the following revisions have been made
in the PP: (1) 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 participation is institutionalized in the administra-
tion of schools and medical dispensaries included in the project. At
present, no funds are available for the $430,000 grant. However, if

all or a portion of such funas 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
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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION "Aéinc;,‘ :
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON.DC 20523

ASSISTANT
ADMINISTRATQR

SUARANTY 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 196l, as amended (FAA), and the
delegations of authority issuec thereunder, I hereby authorize the issuance of guaranties
pursuant to Section 222 of the FAA of not to exceed twenty million dollars ($2C,000,000)
in face amount, assuring against losses (of not to exceed one hundred percent (150%) of
loan investment and interest with respect to loans by eligible U.S. investors (Investor)
acceptable to A.LLD. made to finance shelter activities in Quito, Ecuador. The borrower
shall be the Ecuadorcan Housing Bank referred to herein as "borrower" or "BEV". This
guaranty will assist in financing a housing project for low-income houscholds primarily in
the southern arca of Quito known as the Hacienda Solanda site. Facilities and services
eligible to be financed hereunder shall include:

(@) Approximately 4,500 basic shelter sclutions;
(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, einployment 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-incoine shelter sector of
Ecuador.
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This guaranty shall be subject to the following terms and conditions:

2'

3.

4.

5.

Term of Guaranty: The loans shail 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 shail 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.

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
222(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.

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

Fee: The fee of the United States shall be payable in dollars and shall be one-
half percent (1/295) 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.LD. may determine upon
disbursement of the loans.

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

The project shall be governed by the following covenants:

l.

4.

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

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 Plan.

Community Services and Facilities: The BEV or other imp!. menting 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 defining areas of responsibility for delivery of Project
components (e.g., off-site infrastructure, project design, community facilities).

Beneficiaries: The BEV will select beneficiaries with family incomes ranging
between the bottom 10th and 45th percentiles of the metrcpolitian 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/H's Published Guidelines for Evaluaticn and Mcnitoring
dated 1978, as amended.

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

" Edward Coy ¢/
Acting Assistant Administrator
Bureau for Latin America and the Caribbean

X\
e 29 1980

Date 7

Clearances: L

GC/LA:JKessler . Date
LAC/DR:MBrown_ ¢) Date Z/ 13
LAC/SA:RWeber ,*» ..~ Date =/ ).~
DS/H:DMcVoy Date -

GC/H:MGKitay 22¢p  Dated )
DS/H:MSorock_A{§ — Date f0)

FM/LD:ASmith ;¢ £~ Date BFRIES

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

hereby 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.LD. OYB/allotment process, to help in financing foreign exchange and local
currency costs for the pro;ect.

2. The project consists of providing tcchmcal 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 Agrcements, whieh may be negotiated and executed by the officer
to whom such authority is delegated in accordance with A.LD. 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.LD. may deem

appropriatc:

Source and Orizin of Goods and Services

Goods and services, except for ocean shlppmg, financed by A.L.D. under the grant
project shall have their source and origin in the United States or in Ecuador, axcept
as A.LLD. may otherwisc agrec in writing. Ocecan shipping financed by A.L D under
the grant project shall, cxccpt us A.LLD. may otherwise agree in writing, be financed
only on flag vesscls of the United States.

MV ] e ¢ LA
Acting Assnstant Administrator
Bureau for Latin America
and the Caribbean

‘7,'.(1,""‘ DGk

Date
Clearances:
',
GC/LAC:JLKessler date .
LAC/SA:RWeber |, date_. . i
LAC/DR:NParker ‘' . date /' /s
LAC/DR:ILcvy date . -siif

LAC/DR:)MBrown :7_‘$Idatc—r'b(
DraftedeC/LAC.GM«W:ckgzzﬂ‘ilwwnxnwz
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A.  INTRODUCTION

After nine years of dictatorial rulao, 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 eftectively 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 %0 South America what the Dominican Republic is to
the Caribbean and Costa Rica is to Central America. What happens in
these countries, particularly regarding their capacity to deal with
n.uespread poverty, may well shape the evolution of democratic govern-
ments in the LAC region in the 1980s.

Within Ecuador the new Roldds government has been greeted with
widespread enthusiasm. The President and Yice President emerged fron
the election with 70% of the vote and the largest clectoral unajority
ever given to any candidate in Ecuadorean history. There is a great
deal of euphoria about a new beginning. President Rolddés (39 years
old) and Vice President Hurtado (40 years old) represent the emergence
throughout Ecuadorean society of a new group of young, democratically
oriented tcchnocrats who are strongly committed to overcoming
Ecuador s historic developnrent problems. As President Rolddés has
expreased, he fully hopes that a new page in Fcuadorean histo: = will
begin in January 1980 with the initiation of the GOE’s new developi.ent
program.

Yet Ecuadorean democracy is still very fragile. After nine years
of dictatorial rule, the country ia currently passing thtough a diffi-
cult readjustment perind. Expectations, particularly among the poor,

are high. The GOE must confront these expectations at a tinme of
aignificant 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.



Should these limitations frustrate the ptoposed reformna, major
questions could be raised in Ecuador about the ability of democratic
regimes to undertake fundamental development programs. For these
reasons, the United States has a strong interest in cooperating with

the netr Roldés Government as it translates its socioceconomic policies
into programs that benefit the poor., .

The Project proposed herein will help the GOE address the probliem
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 Eouador’s growinas urban
poverty problem. A similar World Bank loan will help the GOE confront
the problems of the urban poor in Guayaquil.

B.  CONCEPTUAIL, FRAMEWQRK

The Prcject proposed in this paper is the first in a series of
integrated urban development nrojects that USAID and RHO/PSA may use
to help the GOE utilize HG and 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 contrib-
ute to the emcrgence of a new GOE 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 the
Secondary cities will be designed to follow. That project will be
developed and channelad through the GOE ‘s new integrated urban devel-
opment mechanism. A third project in Guayaquil may be deveioped in
later years to consolidate the entire system.

All of the Ecuador HG efforts will be tied together by one
central objective: the establishment and operation of a new GOE
system for planning, coordinatinz, financlng, and implementing
comprehensive programs that serve the needs of the Ecuadorean urban
poor. Within the period 1980-85, it is expected that this GOE system
will be made operational and a number of model projecta will be
completed. By 1985, this system should include a GOE policy frame-
work, institutional capacity, new technological and methodological
approaches, and appropriate staff to substantially increase the volume
of resources directed to the urban poor.

The objretive envisioned above demands a gradual approach at both
the national wnd local levels. During 1980, {t 1is expected that the
GOE will be establishing lta new integrated urban development system,
with AID providing technical assistance through the activities pro-
posed in thls PP, AID-financed technical advisors will assist the GOE



to refine and implement its national low-cost housing polioy, to
identify appropriate. policy and 1nah1tutionl) changes, and to examine
alternative construction standards and user oharges for utilities.

All of these aotivities will support the emergence, within the GOE, of

a mors effeqtive policy and institutional framework for dealing with
the housing and other problems of the urban poor.

At the same time that AID is Supporting a aynamio policy and
1nat1tution-building process within the GOE, a model aotion progran
(the Solanda Integrated Shelter and Urban Development, Project) will be
implemented. The Project is designed to provide a realistic example
of the type of policy, and the institutional, technical, and human
resource problems that must bg addressed by urban development
projects. The experience gained in this oroject, particularly by
nacizual level institutions such as the GOE’s National Housing Board
(JNV) and Ecuadorean Housing Bank (BEV), will be fed into the poliey
formulation and institution-building process so that the resulting GQF
approach is based not only on abstract planning concepts but also on
real experience, Thus, implementation of the Solanda Projeot 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 can be as creative and as
significant a period in GOE/AID programming as were the 1960s when AID
successfully served as the catalyst for the establishment and opera-
tion of the BRV and the Ecuadorean savings and loan aystem,

C.  PROJECT DESCRIPTION

The Project will finance approximately 4,500 low-cost housing
units, complementary physical and social infrastructure, an employ-
ment/training progran to increase the productivity and income of the
urban poor target group, and community orgarization. A private
Ecuadorean voluntary agency (the Mariana de Jesds Foundation) will be
one of the principal Inplementing agencies. Approximately 70% of the
proposed housing units will be targeted at those familien at or below
the 26th percentile on the income distribution scale. Within the
total Project, AID will provide iiy financing for the housing solutions
and grant-funded technieal assistance for policy and inatitutional
studies and project implementation.

The Project embodies, and will support, a number of 2ignificant
concepts which, until now, have never been fully accepted by the GOF:






5. & ¢ $20 million HO loan to the JNV/BEV to finanoce low-ocost
-« @ units, and up to $630,000 grant funds for teochniosl
a88.» ance and training. The BEV will be the Borrower of the
HG, and ths GOE will guarantee loan repayment to the lender.

E.  ISSUES

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

1. Project Replicability

Concern about project replicability has b :en provoked by (a) the
level of nonrecoverable investments by the developer of the Project
(Mariana de Jesis 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. Financial Contributions and Investments: feplicability
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 development 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 allocatlion of the appropr inte resources.

The Solanda project will initiate an inatitution-building etfort
that will assure that the GOE examines the roles of the private and
public sectors in the provision of lcw-coat shelter solutions. This
examination will consider the impact of land and the provision of
community facilities as vital componenta of urban shelter programs.
The examination will result in determination of the most effective
combination of private and public sector contributions so that higher
levels of low-cost shelter production are ansured.

The Solanda project will not cause the participating institutions
any financial hardship. Rather it will provide an example of how the
benefits derived from profitable land development and favorable tax
treatment may be reinvested in the production of gocially necessary
housing and community facilitles.

Both the BEV and the Mariana de Jesiis Foundation will emerge from
project completion with the finaacial strerglh and the projoect imple-
mentation experience that will greatly facilitate the production of
comparably beneficial projects throughout the nation using Ecuadorean
resources,



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-bsdroom.
houses on lots of over 100 square msters. The estimated coat 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 draatically 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 (piso=-tacho),
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.

¢. 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 facilities designed for the Project have been
substantially reduced =ince AID started negotiations with the GOE
instlitutions. From ¢ $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



expected population, both at the site and in surrounding neighbor-
hoods. An analysis was also made of the ,facilities available 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 desi..: Integrated urban development projects to serve low-
income families. It also reflects a significant softening of the
Quito Municipality’s dogmatic approach to high standards of con- »
struction. 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 resourczs. 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 here-
in. 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 repavment 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 advan-
tages of the HG terms, interest rates should no longer be an issue.

3. The Future Role of CONADE

The Project proposed in this PP anticlipates 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,



CONADE will have substantial influence over GOE budget allocations and
will have direct planning and coordinating responsibility for QOE
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 responsidble for
administering an Integrated Urban Development Fund. Through this
tund, it will plan and ooordinate the implementation of the type of
integrated urban development projects proposed in this PP. Specifioc
project activities will be implemented through regular GOE or other

agencles (e.g., JNV/BEV for housing, municipalities for infrastruc-
ture), 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.

Tre 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 Roldds adminis-
tration’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. 1In 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 leas desirable, would be a feasible
alternative to CONADE.



F.  PROJECT COMMITIEE

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 Of'ficer, 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 Jesus Foundation:

Sr. Jorge Landivar, Executive Secretary

Ledo. Rafael Cordero, Director of Social Services
Department

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

Municipality of Quito:

Arq. Guillermo Péraz, Director of Planning
Arq. Alberto Viteri, Deputy Director for Planning
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Committen: ‘
John A. Sanbrailo, AID Representative
Angel M, Diaz, Deputy Representative and Head of

Program Office
Patricio Maldonado, Program Officer

G. REC A

The Projeot Committee has Judged the Project to be technically,
socially, economically, financially, and 1n'stitutionally feasible and

sound, and it recommends that the Project be approved in the form
proposed herein.



II

PROBLEM AND PROPQSED STRATEGY

A. B A OUSING

One of the most significant trends occuring in Ecuador over the
past 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
provineial and county capitals, a total of 115 oities 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 aspira-
tions. 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 U45% of the urban population. The housing situation 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 popula-
tion 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 Guayaquil approximately 50% of the population resides in a
large marginal area oalled the auburbiq. Migrants genorally build
simple one-room cane houses over the estuary, with preocarious cane
walkways connecting with other houses and eventually the nearest
street. Little by little the residents fi11 {n under their houses,
and the Munioipality is constantly extending streets and expanding
water, light, and other services. As reaidents are able, they typi-
cally expand and/or otherwise {mprove thaip houses. The Auburbio is
therefore a mix of from the moat primitive to Somewhat acceptable
housing. Recently, as the Suburbio has moved farther ocut, new
migrants are starting to invade public and private lands surrounding
Guayaquil, though no services are available. Seaondary cities on the
Coast generally have theipr Own smaller versions of the suburbio.
Because of the extremely rapid growth of some 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 1is reflected in the national
statisties. 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 thenm.

Local governmental entities have been hard pressed to provide
adequate services to Fast-growing urban areas. Though precise statis-
tics are not available, the priience of tank trucks rumbling through
many poor neighberhoods of Quito, Guayaquil, and other cities, selling
water to residents at prices which are difficult for them to arford,
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 alil. Many poor neighborhoods have no access to sewerage.
USAID s experienc. Wwith an OPG in a poor neighborhood of Quito
demonstrates .ne overcrowded condition of the elementary school there,
the difficult access to technica’ or high schools (the closest about
an hour ‘s ride by bus), the lack of health tacilities, the lack of any
sort of day care, the problems of communications (not a single tele-
phone line to a neighborhood or €, 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 U7% of the total urban
families do not earn 2nough 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 igs difficult for them to meet even the most basic
needs. The most recent World Bank Economic Report, using somewhat



different detinitiqna; indicates that 50% of the urban population
falls below th. relative poverty line, 40% falls below the absolute
poverty line, and 20% cannot afford the recommended 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 pcople in urban areas, compared to 3.3 million at the end
of 1978. 1If half centinue 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 yezr to handle the numerigcal
increase in urban area families. 1In 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 lIncreasing
demands (i.e., keeping the current deficit from increasing). 1In
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 population unless a
more organized, planned, and systematic effort is undertaken, with sub-
stantially increaseaq financial commitments.

B. MAJOR_CONSTRAINTS

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 detaiied in
AlD’5 1976 Shelter Sector Assessment for Ecuador. There are sove
slgns of improvement under the new government 's emphasis on this
sectur. The proposed Project will attempt to address these con-
straints through both the model project and TA.

1. The GOE has not developed effective policies to deal vith
low-cost housing and other problems of thic urban pors. Urban
development projects have generally been unde.ct.hen on a
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tlrgets-or-opportunitiea baais witﬁouﬁ any aybtematio polioy
and program framework. The National Housing Board (JuV) and
the Eouadorean Housing Bank (BEV) have narrowly concentrated

services, and employment/training programs directed at the
Poor. No other institution (v.8.. the National Planning
Board) has noved to effectively fill the critical coordina-
tion 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.

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 concen-
trates on the 66th to 88th percentile strata of urban income.

There has been inadequate institutional capacity to deal
effectively with Llow-cost. housing and integrated urban
development. 1n 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 partici-
pate 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; and domestic materials supplies have been
inadequate to handle massive private nationwide housing
projects,

There has been little 1innovation within Ecuadorean housing
institutions 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.

No process exists which permits absorptio: into project
design of the dynamics of acquisition and construction by
low-income families of shelter, the management of these
communities, ang participation by these families in the
provision of services. A key element of integrated shelter
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projeots is community-based arganizations, nonprofit organi-
zations, and other private and public institutions thut oan
serve to assist low-ingome groups to best use the public and
private resources available to them, The laok of inatitutions
(public and ‘private) capable of providing technioal a8s8is-
tance to low-income families to make better use of their
resources has been a serious impediment in addreasing the
urban poverty problem. :

The recently elected constitutional government, which took office
August 10, 1979, 1s the first Ecuadorean government interested in mak-

ing 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. A third was to establish the JNV as a significant
production institution with Cabinet rank.

The military governments, however, mixed these production-
oriented measures with concepts of housing s*andards which, to a
considerable degree, undermined their efforts to truly reach the
lower-ircome strata of the urban population. Basically, the JNV
leadership held to a standard 70 m2, three-bedroom house whose price,
even with low-cost loans, could not be brought down to levels appropri-
ate for the lowest-income half of the nation’s families, Thus, the
two public sector housing institutions (BEV/JNV and the Social
Security Institute, IESS), as well as the savings and loan system, all
evolved as housing producers for thce middle to upper-middle class. In
addition, no inatitution ventuored to tie complementary urban develop-
ment actions, such as social infrastructure and income-increaaing
activities directed to the poor, to their projects.

2. QQEWUEDAD”QQ!QLQQMQHL_§&£§&§EX

The new government has gilven low-cost housing and urban develop-
ment high priority. 1In public speeches, tor officials have stated
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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apeoifio projeots. One expressed GOE obJjeoctive is to start construc-
tion of 10,000 houses within the next year in Guayaquil, with a
maximum price per unit of '100,C00 sucres ($4,000). This effort is now
underway.

In addition to undertaking projeots, 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 basio
goals and 21 programming points to guide it in its development program=-
ming; the dooument then details actions to be taken in certain key
sectors. One of the goals linted is "to better the housing conditions
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 develop-
ment plan; begin ~esearch on new building materials, low-cost housing
construction systems, and programs of provision of services to low-
inocouce neighborhrods; 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 assiatance to
beneficiary groups; and strengthening of the BEV and the savings and
loan system."

The GOE Planning Office (JUNAPLA) 1is 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 elemants included in the
draft 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/4,000 to 5/8,000 or $160 to $320 per month as
of 1 January 1980), IESS on income of three to four times the
minimum wage, and the savings and loan system and other
Private entities on incomes from five times the minimunm wage
on up.

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

° Employment creaticn should be an 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 and
controls, and programs of sites and services in areas where
land invasions would otherwise occur).



® A coordinated system should be established for undertaking

low-oqag housing (intograting Planring, financine, and
implementation).

e Use of local organizations and participation of beneficiaries
should be éncouraged and assisted.

® Looal asmall industries, particularly for production of con-
struction materials, should be assisted. BEY loans may be
used for such support.

® Massive capital flows should YHe eéncouraged to go toward
low-cost housing (through elimination of capital gains taxes
for the Subsector, creation of a Secondary mortgage market ,

use of tax incentives, and rediscounts from the Central
Bank).

® Subsidies should be useq discriminately, based on income of
the recipients and on types of solutions.

) The private sector should be involved as much as possible in
the subsecctor.

. Appropriate technologies should be utilized, and materialy
costs should be kept as low as possible (through state con-
trols on materials prices, more competition, lewering of
standards, TA to the construction and materijals industries,
use of unfinished solutions, and use of mass production).

3. QQHNELQQSMEQBNlmDLQMQﬂtJn Its Strategy
ting 1

USAID officialsy have met with Ecuador “s Vice President and have
held a series or Subsequent meetings with his principal advisors. The
Vice President pecifically asked that AID assist in integrated urban
developaent as one of the major areas of action for AID cooperation in
Ecuador. He was aware that AID nas already begun discussing the

Solanda Project, and he agreed that it would be an appropriate first
project,

The Vice Presidecncy is proposing the creation of an integrated
urban development fund to finance essentia) elements of specific
priority projects in this secto: and the establishment of an adminis-
trative coordinating unit under CONADE for the sector, and is pro-
paring legislation to present to the Ecuadorean Congress to place in
motion the various measures proposed in the dpraft Urban Development
Plan. while these measures together, which may take a yoear or more to
become operational, will constitute a viable mechanism for addresaing
the sectoral constraints identified above in B, the Vice Presidency is
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In recent years the invasions have begun tv spresd to land held
in the GOE bank for future standard shelter projects. Construction in
these areas follows the pattern of the rural, coastal areas that has
become common in the suburbio.

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 and processes that will lead to
more consistent efforts to upgrade already invaded areas and to
receive the in-migration.

The sites 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 $/55,500 ($2,200)
will include a one-room cane structure without sanitary fixtures
(S/14,100, $564) and a 90 m? lot (S/41,u412, $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-
walled units of sizes varying from 30 m? 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 cadastral 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 sales 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 thre lowest-cost core
unit (Floresta), which is estimated at S/60,000 ($2,400). Because of
the gcographic dispera.-- of the IBRD project sites, and because many
areas are already inhabited, the effect of this narrow cost differen-
tial w!'1l not be market~tested and, therefore, dnes not serve for com-
parison with the solution strategy applied for the Quito area in the
proposed Project. It seems probable that, wer: the units offered in
close proximity, far lies would select the slightly higher cost, more
~omplete core unit.
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E.  AID STRATEGY
1. Bagkeround

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 disburses through the BEV to
the newly formed savings and loan associations.

In 1968 a HG was authorized to private Ecuadorean developers to
finance the consiruction of 359 units located in the La Chala neigh~
horhood 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 v:ar.

In anticipation of a possible reinitiation o' the AID program in
cuador, AID, in 1976, conducted a Shelter Sector Assessment. This
study compiled available data, analyzed constrairts, and made recom-
mendationa. Though certain financial data are now slightly outdated,
the Assessment remains valid as to its analysis of constraints and its
recommendations. It has served as a basis “. r developing the strategy
detailed in the following paragraphs and the Froject proposed in this
PP,

2. Proposed Strategy

Based on their analysis and their talks with the new government,
USAID ana 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 of
other outputs, but rather to develop new technologies and institu-
tional arrangements (in short, a mechanism or system) 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 infrastruc-
ture needs of the urban poor.
i
The key institutional elements of the new system will be the
following: ' :
e a more effective ooordinating”organization that can ensure
that all elements necessary for implementing projects (e.g.,
low-cost housing, physical and socilal infrastructure,
employment and training activities) are provided by either
public or private sector agencies,

e 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 FEcuador 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.

¢. 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,
hasa been a constant problem in growing urban areas in Ecuader. 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 underemployment, 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 Organizat ' on: There is a tradition in Ecuador, in
both rural and urban communities, of community members working togeth-
er for the common good (the minga). All projects undertaken will help
foater this tradition, through cooperatives and other forms of organi-
zation, so as to create community unity and to accomplish certain
community participation in the design and implementation of projects.

f. I u c nation: The execution of housing
projects for all income levels has been marked by a lack of coordina-
tion 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 govern-
ments 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, perjaps contributing to the short-
age 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 :

® The JNV, as the GOE’s main policy-making agency for
housing. The JNV will be expected to assist with the
design and construction of both the housing and the
physical infrastructure.

) A developer. The developer will coordinate all aspects
of specific projects. The developer will be expected to
provide the land, help design the project with the JNV,
and carry out the social infrastructurﬁ, Job creation,
and social organization parts of the project. The
developer may either be a public institution (e.g., IESS,
a municipality) or a private one (e.g., a foundation, a
housing cooperative).

® The financial entity. Usually expectead to be the BEV,
the financial entity will provide crediti. to meet the
needs of the target group (see sub.section g. below).

=

° Municipal government. The municijpality will assure
access to the required physical infrastructure and to
neceded municipally supplied or regulated services (e.g.,
public transportation, trash collection). The munici-
pality must also approve all housing, physical infra-
structure, and social infrastructure plans. Emphasis
will be placed on developing standards which assure safe,
sanitary conditions without unduly increasing project
costs.
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° Ihg_mlnig&n;gg Finistries, such as Public liealth,

: Education, and Labor, will provide necessary assistance
in the planning, construction, and running of" tharlooinl
intrastruoture and service facilities and progrlls.

. Ehg_nnixg&g_ggg&gn 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 effeotive
and where incentives to its participation are expected to
result in lower costs.

8. FEipancjal Mechapnisms: 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 jinfrastructure 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
entities 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 a system be ecatablished to assure that all
these 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 this first proposed project, the GOE will have <he
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 several important steps toward establishing its
integrated urban development system. Until these eclements are in
place, AID 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 technioal assistance is expeated
to strengthen certain key institutions, to assist with insti-
tutional coordination, and to engender the concept of compre-
sive urban planning within the GOE. In each AID-assisted project, a
HG is expected to assist with the housing solution costs, as well as
certain utility financing when appropriate. When necessary, USAID
will consider loan financing for other inputs, such ao a oredit fund
for the job oreation element and support for the GOE ‘s urban develop-
ment fund. USAID will also conaider OPG or other grant finanoing for
the sovolal organization and related project elements.






important, interrelated reasons. First, the Project provides an
opportunity to plan a large, low-income section of Quito in a way that
will relieve some of the pressure from tk- ~rowded center and from the
spontaneous, unserviced settlements on t! -ity’s periphery. Quito is
located in a long narrow valley, with development able to ocour both
north and south of the city’s center. Most of the availablo land to
the north has already been developed, and high land costs in that area
preclude development of the little remaining unoccupied land for low-
income populations. In the south, however, substantial tracts of land
remain available, and this is the focus of JNV/Municipal 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 develop-
ment be approved by the JNV. The reasons these tracts have not been
developed to date include the fact that access to essential infra-
structurae, particularly to water, has not been available in that part
of the eity, and the absence of ccordination among all the parties
with responsibilities to provide physical infrastructure, social infra-
structure, essential services, arproval 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 access to water and SeWerage, and by setting up an effective
institulional mechanism which the JNV expects can easily be replicatea
in adjoining areas, the Solanda Froject should be the spur to ra, id
development of 2 large area for the benefit of the poor that can
ultimately relieve the serious housing situation in the city.

A second reason for selecting Solanda is the existence of a
commmitment to develupment of that area of southern Quito for low-
incoms groups. The developer of the Project, the Mariana de Jesus
Foundation, has been working on project design and the financing over
the past seven years. About three years ago, the Foundation signed an
agreement. with the JNV, committing both institutions to developing the
tract to benetit low-income groups. Though certain problems stood in
the way of impiementation, these elements began to fall into place as
the ALl project development process got underway. AlD, in effect, has
served as o catalyat in bringing into being one of the nost innovative
tntegrated urban development projects to be developed in Ecuador.
Thus, the Project cun contribute to the GUE's objective of getting
actton projects underway as soor as possible, while providing the
basis for development of the broad-acale integrated urban development
systen desoribed above,

A third reason for selection of the Solanda Project is tha* {tg
developer has the resources to carry out those elements of the Project
which are iLs regsponsibility. Once the GUE’s integrated urban devel-
opment fund is created, it may well be possible for other developers
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with more modest resources to undertake similar projects. For ﬁﬁe
time being, it is necessary to have a developer with a certain nininum
of resources to finance the sooial infrastructure, job creation, and
social 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
Fundacidén Mariana de Jesis). This effort can forge an important
working relationship between the Ecuadorean public and private secotory
in dealing with the problems of the urban poor. Though the developers
of future projects are expected to include other types of institu-
tions, both public and private, current AID policy encourages support
for and use of private nonprofit organizations in AID develupment
programs.

The final, and perhaps the most important, reason for selecting
Solanda 1s that it has all the elements of the GCE’s proposed inte-
grated 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 ocan
later be adopted for use throughout the country.

B. PROJECT GOAL AND PURPOSE

The proposed Project will be undertaken i 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 develop-
ment activity under the GOE’s new urban strategy. A $20 million HG
loan and over $40 million in counterpart contributions will support
construction ot a demonstration project combining infrastructure,
3ocial 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 activi-
ties, and target group participation in shelter and community ser-
vices. The Project purpose, therefore, is to implement a model
project tha. can contribute to establishing an integrated urban
development system to serve Ecuador’s urban poor.

C.  PROJECT OUTPUTS

The 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.

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-
able areas ranging between 20 m2 and 78 m? on lots of 60
m2 to 122 m2, 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.

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

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

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 low-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.

0. 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
Solution Solutions
A3 445
AL 2,004
A5 223
B4 445
B5 935
D _400
TOTAL 4,452

Sales
YA Price
10 90,996
45 107,698
5 122,557
10 120,395
21 135,254
_9 160,650
100

(1) Interest rate 10-1/27%

(2) Based on monthly payment

257 of income

5% Down
Payment

4,550

5,385

6,128

6,020

6,763

8,033

Loan 25

Years

86,446

102,313

116,429

114,375

128,491

152,617

Monthly (1)
Payment

816

966

1,099

1,080

1,213

1,441

Family Income
Income(2) Percentile
3,264 10th
3,864 l4th
4,396 26th
4,320 24¢h
4,852 36th
5,764 44th

fbfg'
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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 evaluation
will be incorporated into the overall formulation of a

national system for integrated urban programs for the
poor.

¢. 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. Institutional Roles

a. GOE
Banco Ecuatoriano de la Vivienda. The BEV will:

e borrow the HG funds, obtaining the guaranty of the GCE
for this loan,

e lend and process the mortgage loans made to Lhe
project beneficiaries,

e provide financing for the aite preparation and
dwelling unit construction,

e analyze its interest rate struoture and make ad just-
ments as necessary to assure maintenance of i%»
capital base,

e eoxpand the finanoial options available to low=-inocome
families to assure a greater acceass to adequate
housing,



TABLE 1a

ALLOCATION OF FUNDING

(000's)
Uses Sources
AID BEV
HG loan Grants Fun- Project Munici-| Total
daci6n DMenef. palaity
Land § 9,900 $ 9,900
Urbanization/
Housing $20,000 $7,900 $2,180 30,080
Community
Facilit{ey 11,4490 11,490
Comm. Devel.
Program 1,440 1,440
Of f-sit water
and soewer $11,150 11,150
Technical
Asslstance $630 - | .30
Total 20,000 $610 $7,900 522,830 $2.1K0 S11,150 ] $64,090
o MEETESURSEYBIEANPOTSRYDERNESRLERENEERREER NG BESEENAOEMNABUSEERS
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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 i3 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
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The basic solution design in terms of lot size and conatructed
area may be scen in Figures c-4. (More detailed designs and speci-
fications may be found in Annex II1.) These figures show that the
design is based on modules of approximately 10 m2. Units labeled "A"
are set on 60 m? lots, those labeled "B" on 80 m2 lots, and those
labeled "D" on 122 we lots. The "D" lots are corner lots which have
speclal se'-back and street-related requircments 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 designed in accordance with
the published construction codes and regulations of the Municipality
of 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 these continuing negotiations, the Munici-
pality has now approved in principle the overall concept of the
Project, that is, small lots, cobblestone secondary streets, a combina-
tion of paved and unpaved sidewalks, and reduced parking requirements
and street widths. ‘There aro, however, other cost-saving infrastruc-
ture materials that have not vet received the Huneipality ‘s approval,

such as cement watep pipes instead of sateel plpes, wooden clectric

poles instead of precast concretoe poler, and Yess rigid standards for

the large sewage pipes. Approval of these alternatives will be
ineluded in the rinal appreval of Project desipgn Ly the HMunicipality.

n

Public Utilities el Serviges
a. Water: The Quits municipns! petable wister syitem consists
of both surface watcr collection fron the adanent Andean ridges and
local groundwater vty acticn frop the Lottt aquiter. With the rapid
population growth of tim rerion, incrco ed Gorreen of water are
needed.  The plannet novcanes will come urface water collection
transported from inoreasingly diatant Sonceer, proeconinantly to the
sovth of Quito uhece 4 cvci o b G o e b pes are located.

The gouthern setd g -5 it o, careent v the principal t pget

For expansion amd extenaion of 1he 1 gt supply syatem. To the
north ot the project site, water cuppls vy har e by the Pitatambo
treatment plant and netviork, uhich i new bedny xpanded Lo its final
stage of constructfon.  The ity s wab. compoany (EMAP), motivated by
the planning for the Solanda Project, has developed a program which
Will provide water serviee to the Chiltopalls Pardish {the area in
which the Peoject Ties) by the end of 1981,

———t e b 2
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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 Quito 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 suppliesg of
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 MVA are to be installed, and in 1981 a network connecting
other parts of the country that have more dependable supplies of
hydroelectriec power ig to be completed. 1t appears, therefore, that
by the time the Solanda units are built, the city will have an
adequate supply of electricity.

The Epiclachima subsyation »tf 40 KVA, located one kilomebter away
from Solanda, will transmit electricity to the site. Transmission
will be through aerial connection to ecach lot. Estimated connection
costs (including meter) arc about S/4,500 ($180) per dwelling unit.
According to the Power Company, a low-income housing project of 5,000
unita would not significantly change the electricity consumption
projections for the city.

d. Transportation: Eristing tranaportation networks will
undoubtedly be negatively aftected by the construction of the Solanda
project. At present, the Panamerican Highway, the focus for indus-

trial development to the¢ south of Quito, is heavily congested and only
two lanes in width. Ag mentioned earlier, the Avenue Bah{a de
Cardquez has not yet been extended in a paved state much beyond the
Solanda area. Because of the physical barriers presented by rivar
channels to the north and east of the Project site, extension of the
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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 assiat 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 subsidence risk appears small. The presence of active
geological faulta 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.

Y4, Energy Conservation

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

5. Other Environmental Considerations

Given provision of adequate potable water and sewerage facili-
ties, mujor adverse environmental eftfects should be avoided. This
housing project ol 100 hectares {3 otherwise expected to present no
major environmental problems given ita location, size, and timing.

laclenda Solanda will change from open pasture land to an
urbanized settlement within the Quito eity limits. There will be a
transfer of 100 hectares trom underutilized rural to urSanized land.
The process of channeling the adjacent natural rivers would continue
to irreveraibly change them from natural to managed watercourses.

Since no major adversec environmental ~ffects are anticipated,
there will not, by definition, be any countervailing benefits to
nonexistent effects. Rather 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.



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 oities
the migrants gene~1lly 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 a2»sthetic 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 i3 that most of the houses in the city’s center, some of which
are as much as 400 yeara oll, 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 lowesat-income tenants, landiords subdivide the available space
to permit as many as 20 or 30 families to share one house.

In many cases, entire families live in one room which serves as a
kitchen, bedroom, living room, and dining room. A study done by the
city authorities in 197% shows that 59% of the residents of the
Panecillo area in downtown Quito were living in one room. Another 23%
were living in two rooms. 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 toilet 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 $/800 ($32) a month
to.a high of S/12,000 ($480) per month, with 87% earning less than
S8/7,000 ($280) a month. Thirty-four percent of these families,
ranging in size from 2 to 12 people, lived in one room. The rooms, in
which all family (ife took Place were no larger than 12 square meters.

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 the
Hacienda Mena Project and the neighborhoods from whioh the applicants
come 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 are
also 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 opprrtunities 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 Nation:l Statistical Institute,
supplemented by national urban areca data presented by the National
Planning 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

TABLE 4

Income Distribution in Quito

(mid-197y)

Income Monthly
Distribution Family Income
_Percentile US$ . . Sucres

5 9 2,350
10 129 3,225
15 159 3,975
20 167 4,175
25 174 U, 350
30 182 4,550
25 189 i, 125
o 212 5,300
45 235 5,875

50 250 6,250
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obtained through use of a Lorenz ourve to adjust for the percentages
of workers in the urban workforce spread throughout the income range.

The individual worker's inoome was aonverted to monthly family
inoome through multiplication by a factor of 1,449, a ractor developed
by analysis of Solanda and Haoienda Mena Project applicants which in-
dicated 2.2 wage earners per family on the average and 40% of the
supplementary workers per family earning only 45% of the minimum wage.
A further adjustment was made to refleot the data which indiocated that
the poorest 10% of the families had only ons worker per family. A
faotor of 1.0 was used for these strata. All figures were converted
at a rate of S/25 to tiie ¢:.00, and were adjusted to June 1779 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 dwellei 3 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 und developments. The new owners of these properties do not
have proper title, but they can be recongnized formally after 10 years
of occupancy of a property.

Tre faumilies generally start with a small unit consisting of a
room and a patio. HMost of the units are built rith adobe or cement
block. As time goes on the houses typically are extended and begin to
shelter additions to the family or relatives from other parts of the
city or the natlion. Over time, in recognition of the political
gensitivity of these communities, some municipal facilities have been
brought in. Water i{s often purchased from tank trucks. As the units
are extended, owners also typi ally begin to rent rooma to unrelated
persons. The more developed units conalst of one or two rooms that
open onto the maln street and then a half a dozen connected rooms in
the back conatructed around the patio where the washing 13 done.
Rental payments run fron $/300 to $/700 a month ($12 to $28). Some of
the renters join housing cooperatives, which have as their goal the
acquisition of lund for the nmembers. In one known case, a fee of
5/7,000 ($280) 1s paid to join the cooperative, and a monthly charge
of §/700 ($28) 18 required. Land prices in the developing neighbor-
hoods run from S/350 ($14) per m? on up.

Living conditions In the spontancous neighborhoods are as tsnuous
ns thuse in the center of Quito. In a recent atudy 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
rent was S/300 ($12) per month, paid from the mother’s work as a
laundress. The upstairs neighbors, a young ocouple, had more comfort-
able space, paying S/500 ($20) a month on a base salary of 8/10,100
($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 fauily ‘s inoome came from the husband’s permanent,
minimum wage job and from the wife’s work as a laundress (she earns
S/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-income
neighborhoods, represent prospective beneficinries of the Solanda
Project.

The Hacienda 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 T.42 persons. In the second phase average family size was 6.55.
There has been a continual growth in population of the community,
presumably due to the influx of relatives, so that one school, for
example, designed for 500 students now has a student body of 7065.

In order to be eligible for the Mena Project (in the mid-1970s)
families had to show a monthly income of between S5/1,035 and S/3,500
($42-$140). BEV loans were made with interest rates ranging from U%
to 7% depending on family income. Mortgages carried 25-year terms,
and monthly mortgage payments were geared to represent approximately
25% of the family’sn monthly income. Eighteen percent of the Mena
families chose to buy serviced lots and construct their own homes.
These lots cost 5/722,000 ($880) In 197% and 1976. Forty-five percent
did not conplete their homes. Of those who did, about half built
honen whoue designs were slgniticantly different from that of the
nodel homes used by the JNV. The Hacienda Mena Project was the first
effort. by the JNV/BEV to work with comnunity developme.t for low-
income famillen on a large scale. Though some of thce objectivea of

the Hacienda Mena program have not been realized, {t has proviaed the
JNV/BEV with excellent experience in doaling with problems of low-
income communitiey, the effortsa to develop low-cost shelter, and the
problemsn of municipal regulation.

<o Solanda Beneticiaciea

Identification of beneficiariea for the Solanda projeoct began
with a pilot project in 197% when the Foundation decided to build 40
experimental houses, announcing the program through the preas. The
resulting demand was s0 great that long lines formed outaide the
Foundation’s offices, and expectations were raised beyond any hope of




fulfillment given the small size of the pilot project. From this
initial effort, however, a file of 1,807 names was established. 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 cu.. led out on 1,600 of
the families who responded to the original announcement) indicatod
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 Projcct. 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
applizants. The analysis showed that 44% of those responding were
born in Miito with another 16.7% having lived in Quito for over 20
years. Only 11% lived In Quito less than 5 years. MHore than 46% of
the applicanls were living in the center city arca or in communities
immediately to the south 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.2-14 in Annex IV reflect the data developed at the time the
952 f'lley were updated.



B.  MEETING THE NEEDS OF THE TARGET POPULATION

/

1. Effective Demand

It i3 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 Comité del Pueblo area),
but related services were not included.

The Foundation currently has some 1,200 nar s on its registry, a
few of whom by now will ‘have actual incomes too Ligh 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
5/6,000 ($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 m? core units.

As mentloned 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-
orowd’' - of existing, permanent dwellings combined with some new
constr :.ion in peripheral areas accountsa for the absorption of the
population increase. Preliminary analysis indicates that very low
income small families now living in orowded ccnditions, such as women
heads of household with few children, would f.nd the 20 m? core unit
attraotive as a permanent improvement over uxisting conditiona because
of its low price. It is expected that these families will use the
informal sector to realize expansion or improvoment of the home.



The 20 m€ core unit has been accepted by the Ecuadorean parties
on an experimental bausis. 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 Projeot will be
devoted to this solution. Evidence of poor reception will result in
removal of this solution from the third and fourth phases. Esuadorean
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. QOwnership Rights

The Solanda Project homes, like all social interest housing in
Ecuador, will be sold under coverage of the Law of Family Patricmony.
This law requires that a house remain in the family for two genera-
tions, permitting only the graudchildren 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 must be held in
esornw unti]l payment is made on the next house. The process may take
many months, and the court in the final nanalysis mav decldu against
the owner i1f the chango does not appear to be in tha intoerest of tho
family. The law alao prohibits the owner from moving out anug renting
the house for a profit. Although this law, {n effect, freeres a
family ‘s major asset, {t serves as valuable protection for thu wife
and children in cagsen of desertion, If the title was originally in
the name of a husband who has deserted the family, the wife can
sometimes have that title asaigned to her through the officces of the
gponsoring innati{tution.

3. Effect on Family Income

Monthly mortgage paymenta will de caloulated on the baao of 25%
of monthly family f{ncome. 7Thias reprosents a modificatiorn in BLV
policy, which ncrmally permnits assignnent of up to 40% of family
income for housing.

A atudy of Quito conducted by the Brookings Institution estimates
that, on the average, low-income fami{lien mpend about 20% of thetr
income on houning. This ntudy al=o shows thal as the nuzboer of chila
dren por family and, consequently, the amount npent on food, incrense
the amount available for housing oxpenditures decreassa. Studies of
specifioc neighborhoods indicate that the percentrge patd for houaing
ranges widely from an low ans 10f to over 30%. Furthermcre, families
who are renting in Quito often join housaing cooperativen whosa goalas



are to obtain land and homes for its members. Fees for joining such
cooperatives can be as high as S/7,000 ($280) to join and S/T00 ($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 income3 to amortize their mortgage loans. The default ratj
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 initinl
costs attached to buying and moving into a howe. Therefore, a 'ninimum
downpayment of 5% of the total house cost has be~n proposed for the
Project. Other closing costs (e.g., titling) will be included in the
JNV’'s administrative costs.

4., Improvement of the Quality of Life

The Project will improve living standards for the benefiting
population. Sanitary facilities, incluc¢ing toilet, zhower, and
laundry sinka, are almost always sharea shen they actually exist in
the houses occupied by the prospective homeowners, to the deiriment of
health, decency, and convenience. Health, in fact, is the one princi-
pal factor that is almost always aassoclated with better housing.
Project beneficiaries will experience reduced levels of accidonts,
parasites, digestive disabilities, and respiratory problems. Further=~
more, the ability to obtain in-house water at municipal rates, as
opposced to those rates paild to the drivers of water trucks, should
also reduce family expenditures.

A separato kitchen, that i3, one that i3 not in or very close to
sleeping quarters, will be an advantage since faiilies can keop their
homes cleaner and ru. leas riosk of firas., Althcugh the use of
separate slceping arcas ia not always the first step that familion
take on moving into larger quartera--in gome cnses because they prefer
to enlarge social nreas, {u others becaune relatives are moved {n--
room densities will drop, nrobably in an increasing degree as houses
are improved and expunded

Finally, it is planned that tho location of the Projeot will
oeventunlly result in reducod transportation probvlems for tho hene-
ficiary families. Tais is booause the asite ntands vlearly in tho
lino of developuont of the Quito meotiopolitan area and will benefit an



Job opportunities continue to grow around the nucleus of industrial
aotivity that surrounds the Panamerican Highway. Construction of the
wholesale market 1s 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
comunity facilities of all kinds has been 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 apecial 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
those families at the lower end of the income scale. The Foundation
has stated that in general terms the families selected are to be among
those who often lack permancnt 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 servicea of the larger society, such as health,
education, and housing progrems.

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 siblingsa or parcnts 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 5/2,000 ($80) por month; it is expected to by increased to
S/U,000 ($160) in January 1980, and the institutiona are now assessing
its impact on the selecotion criteria.

Familius must be able to prove residence in Quito for at least
two years and must chow that they do not own any other house nor have
acceas to one through another program such as those of the IESS.
Initial selection will be dono by the Foundation using the oriteria



agreed upon with the BEV. Once the home visit is completed and the
fami)y is accepted by the Foundation, the case will be sent to tae BEV
for forma) and final review by a oredit committee consisting of three
representatives of the BEV and two of the Foundation.

D.  COMMUNITX DEVELOPMENT PROGRAM/SQCIAL INFRASTRUCTURE
1. Rationale for Program

The Solanda Project has been conceived @s 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 vehiocle
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 i3 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 specialists, to be essential in order tou provide
citizens with basic servicea., As each phase of housing 1s completed,
the Foundation will insure that complementary services a'c available,
by providing a school, an EMPROVIT (grocery) store, and a clinic.
Income generation opportunities will be developed simultaneously as
well.

The Solanda Project is unique in insisting that such services be
completed at the same time ag the individual homes. Although required
by municipal ordinance, thegse services are inadequately distributed
throughout the city, reflecting a separation between the requirements
of the ordinance and the ability of the municipal government to exact
the required facilities from developers who must foot the bill. An
analyais of eight neighborhoods surrounding the Solanda Project in the
aouth of Quito points to a zerious deficit in educational inatitu-
tiong, health facilities, and other related servicea (see Annex 1V,
Tablea IV.15=21). Thun, when tho Solandn community is finished, it
will be one of the first to have the full compleme: t of facilities
considered onnentinl for an urban area. In fact, it ia antlcipated
that some of the aservices, such as the nigh schools, day-care contors,
and health clinic, will aecrvico asurrounding neighborhoods.
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less assistance. The first community aotivities whioh committees omn
be expeoted to operats on their own are the sports faoilities. This
aotivity 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 oocoupanoy. It is estimated tht the
sohools and medioal dispensaries will require at least three years of
oontinuing support and education from the Foundation’s stat'f before
their administration can be turned over to the community. At least
five years is expected to be necessary for the employe :-owned
compenies 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 basad on
considerable analysis both of theoretical models and of the actual
experience of institutions like the Fundacidén Salvadoren~a para el
Desarrollo de Vivienda M{nima. 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. .. 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., Ipncome Generation Activities

In addition to employment resulting from construction of the
Project, conaiderable spontancous growth of individual businesses is
expected. A recent survey of houscholds 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-
aibilities with economic 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 odequate 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 arc accustomed to taking in relatives and even boarders
to help pay Lhe 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 l.vels that made the coat of the new
living conditions tolerable wan to take in renters.)

Given experiences in other areas, plus tho number of Solanc
applicants who are self-employed, Project designers decided to inolude
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apaae for workshops within the residential areas in order not to dis-
rupt the employment patterns of these individuals. The community
development program will focus on increasing the ability of these
individuals to run a business,

Employment opportunities will als=o 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, proctiocal nurses, and professional staff. Community-run
and community-uwned facilities, such as the day-oare centers, the
EMPROVIT stores, the civic center, and the commercial centers are
expected to iLra'n and hire local residents for the avallable joba.

The most intensive 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
nade 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 1list 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
thelr interest. Special attention i{s being pald to the use of
appropriate technology.

An additional 16 to 20 businesses are expected to be formed
during the 1ife of the Project. In addition to sewing and carpentry
businesses, two others will be formed during the first year. These
will most likely be related to the construction industry, such as
blecck and brick making, tilea for roofing, metanl-work, plumbing, and
fabrication of soltar water heaters, in order to supply part of the
market being created by the construction of Solanda. An additionral
eight buslnesses are expested to be forned in the accond year, and
four to six in the third.

e Foundation, at the beginning, will guarantee loans for
working capital ao that these businessen ran be established and will
provide legal and social aasistnnee as necessary to help the residents
establish the buainesases on a sound basis. The Foundation staff will
also provide training in the variouy aspects of busineas administra-
tion. The Foundation has agreed to contract a team of persons akilled
In the areas needed for the adequate development of the buainesses.

An easential element of the program for the small businessmen and
women who are not included in the community-owned businessons s a
source of credit. A credit fund will be established by the Founda-
tion, and will be administered aseparately from the credit fund for the
comnunity businouses.,



VI
EINANCIAL ANALYSIS

A.  MACROECONOMIC COUDITIONS
1. Currepnt Economic Situation

The Ecuadorean economy showed remarkable gains 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 publio 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 mid-19703. The income share for the 55%
of the population just above the 20th inccme percentile increased by
6%. This increase in income share came mainly frcm the upper--income
class, whose share dropped 5.84%; however, part of the increase for the
middlec-income group was at the expense of the poorest 20% of the
population.

Economle growth rates tn 1978 dropped to 6.8%. Palance-of-
paymenls conustrainta were a principal reason for the slowing in growth
rates.  ‘The GOE fmplemented restrictive policies on the monetary and

fiocal fronts and a more cautioun debt strategy. The outlook for the
medfum- and loung-term cconomic growth of Ecuador appeara favorablsa,
assuming a rationalization of the differences in domestic and export
prices tor petroleum and ansuming increased investment in agr:culture
to offaet anticlpatod declines in petroleum oxports.

2. Balance of "ayments
Balance-of-payments data for 1977 and 1978 are presented in

Annex V.  Difficulties with tho balance of payments began to apoear in
1977 s tho trade balance showed a net deficit or $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 dramatic drope
in foreign reserves; the net deocrease in reserves in 1977 was $112
million, while 1978 showed an inorease of $37 million.

About two-thirds of the outstanding publioc external debt at the
end of 1978 conasisted of oredits frou the nrivate sector, suggesating
short terms and high interest rates. Ta' 5 bears out the shortening
of terma and higher interest rates. Fo.eign debt servioe in 1978 was
14.1% 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 servioce 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 HG loan with
30-year term and a 10-year grace on principal adds only $2.3 mi .1lo:
per year to debt-servicing requirements during the grace period.

(This will increasc {f HG money costs more than 11.5%.) The foreign
exchange compcnent of project construction costs is ostimated at $2.9
million (estimate from local savings and loan league: 10% 1imported
materials in material cost of construction = $52.72 million X 5U% X
108 = $2.9 million).

A one-time fee of 2% is included in the housing solution costs to
cover monctary risks. Based on estimated censtruction costs, approxi-
mately $600,00% will be avallable to cover devaluation. The 2% fee 18
included in the wortgage.

3. Conatruction Induatry Employment Generation

The Project will have a significant influence on the employment
ajltuation in Quito through provisior of new nources of semipermanent
work for a large number of laborers in Lhe construction acctor. The
unemployment/underemployment situation in the netropolitan areas of
Ecuador has been extensively appraised as one of the satructursl
problems derived from rural/urban migration. It wan estimater that in
1975, 14,700 persons in Quite worked in the conatruction sect-~ o1 9%
of the total labor force. Theae laborers are rostly unskilled -.-a)
migrants and have found urban conatruction work us the benat poreiole
alternative to rematning as underemployed farrors. The conatruotion
sector thun plays an tmportant role in the provision of incomes for
unskilled workers. Underemployment atatistica are the lowest in the
urban econmnies of Ecuador; still the estimates of urban under-
omployment amounted to 33% of the workforce in 1975. Comparable
statinticn for underemployment in the conatruction scotor showed a
lowor 20%.
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TABLE 3

ECUADOR'S EXTERNAL PUBLIC DEBT

AMORTIZATION PERIODS AND INTEREST RATES 1974-1978

(US$ Millions)

1974 1975 1976 1977 1978

Yenrs of Amortization

1-5 - 6.9 18.7 - 63.0
5-10 5.3 88.4 216.2 537.6 3271
10-15 - 23.¢ 1.0 100.8 52.6
More than 15 121.0 44,17 B5.4 132.6 10.9
TOTAL 126.3 163.9 327.3 771.0 513.6

Interont Rate (%)

0-3 59.4 19,3 11.8 26.4 59.1
3-6 1.5 33.9 - 11.3 1.0
6-9 62.9 62.7 151.1 173.6 113.?
More than 9 - 3.4 14.0 52.0 14.0
Not fdentifisble* 2.5 42.8 148.1 489.7 3°6.3
Without Interest - 1.8 2.3 - -
TOTAL 126,73 103.9 327.3 771.1 513.06

Source: Banco Central del Ecuador: Subgerencia de Balanza de Pagos

AMuch of the "not tdentifiable"” i6 at LIBOR + rates,



The Project should bring about increases in the income levels of
oconstruction workers, as it is expeocted that laborers on the Project -
will make at least the minimum legal wage of S/U4,000 ($160) per month
(due to go into effect the beginning of 1980) because of GOE imple-
mentation of the program. (Figures for 1975 show that 19% of con-
astructicn workers were paid below the minimum legal wage.)

The scale of conatruction eatimated under this Project-~-over $50
million in housing, urbanization, infrastructure, and community
facilities conatruction--should significantly affect the aize of the
construotion 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 addiitional
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. FINANCIAL ANALYSIS QF BEV

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

TABLE 6
(US¢ Million)
%
Assets 258.0 91.9 166.1 181
Liabilities 152. 4 59.1 93.3 158
Capital 105.6 32.8 72.8 222
Totnl Liabilities and Capital 258.0 91.9 166.1 181

Total annets over the four-yanr pertiod 167U=-78 increased $166.1
millton or 1415, ‘The principal nnnet increanon were §n the BEV’ s 1«
portrolio, whiah jumpoed from a baza of $25.0 million at the ond of
1974 to $124.4 million an of Docexber 31, 1678, and in other assets,
primerily ropresented by conatructicon in pregress, which moved up
$61.0 million over the aame poricd to $9..2 million outatanding at the
and of 1978, louaing investmant, roprosented by the value of housing
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units completed, totaled $134.7 million over the four years. During
this period, 18,412 housing units were completed. The average yearly
housing investment was $33.7 million, while the average number of
units completed was 4,603, for a median coat per unit of $7,300. Loan
portfolio dellnquencies 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

BEY: EQUITY INCREASES
(US¢ Millions)

Xear GOE Support  Profits Total

1975 1.1 3.2 1.3
1976 1301 4.8 17.9
1977 13.1 4,y 17.5
1978 11.8 9.9 1.7

YA

The debt-to-cquity ratio thus decreased from 1.8:1 ns of December 31,
1974, to 1.4:1 as of the end of 1978, raflecting the heavy GOE support
and reinveatmoent from profitable oporations.

The BEV had revenues of $31 million in 1978. Net income was $9.9
million. Dotniled comparative statements aro preasented in Annex V,
Table V.2. Intereoat income ror 1978 amounted to $19.8 million, or 64%
of the total {ncome. Sourcer of interest income included corninga on
loan portfolio, whera interent rates ranged from 4% to 12% depaending
on loan alze, nnnunl charges of 12% on land and construction outlays,
and a 2% monatary risk charge. Other income consinted prinoipally of
$5.1 million from the mortgange loan inauranco program administered 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 finanoial cost to the BEV. The intorest
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).

In conclusion, 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.  FINANCIAL ANALYSIS OF THE FOUNDATION

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

TABLE 8
MARIANA DFE JESUS FNUNDATION:

(US$C00s)
Balance Sheet 6/30/79

Current Assets 1,107

Fixed Assota 4,582

Total .259.9.3.

Current Liabilitiea 2,13

Doposita 2T

Fund Balance 2,680

Total §|§§2
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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 resideatial site located
in north Quito adjacent to the Foundation’s La Granja project. The
Foundation plans to genorate over $20 million during the four-year
period 1980-83 in the following manner:

TABLE 9

FOUNDATION’S EXPECTED PRQCEEDS
FROM EL PFDREGAL_PROJECT

(Us$000s)
Proceeds

Total no. of lots 9l
n2 per lot 320
Total m¢ to sell 301,120
Selling price

(8/2,500 m2) S/99.0 Mil.  $29,814
Less urbanization costs

(8/500 m2) $/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 linz. 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 & 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: U40% more of lots sold
1983: fiunal 20% of lots sold

Sales terms are 40% dcwn, 30% in six months, final 30% in twelve
months. Projected cash flow is as shown in Table 10:



TABLE 10

: J
' (US$000s)

1960 1961 1982 1983 1984

EL.

Net ocash
to Foundation 1,767 6,434 7,640 4,742 8717

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

TABLE 11
EL _PEDREGAL/SOLANDA:
~ (US$0008)

Year 1" Year 2 Year 3 JYear 4

El Pedregal Proceeds 8,201 7,640 4,742 877
Solanda Requirements 3,996 4,490 4,uuy -
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 E1 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 th. assets to preserve good financial strength.

D.  EINANCIAL PLAN

The financial plan for the Project was presented in Table 1
(page 30).

The AID contribution to the project is $20,630,000, representing
32% of total Projoct costs. The AlD-guaranteed loan of $20 million
will provide long-term financing of mortgage loans under the Projeot.
The AID grant will finance $630,000 in technical assistance priorities



- 77 -

] .
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 finuncing 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 m?), the capital costs of community facilities
eatimated at $11.29 million, and the additional staffing, operating,
and capital costs necessary to carry out its commmunity development
and employment generation activities.

The beneficlaries’ contribution to the Project is estimated at
$2.18 million, 3% of Project costs. Thic consists of a 5% housing
downpayment ($1.47 million) and utility meter/connection charges
($710,000) .

The Municipality s contribution to the Project is cstimated 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 estimatas are based on current
prices, adjusted for inflation. I[nflationary effects are estimated as
follows, with construction planned over a three-year period.

Project Year One: 30% increase in construction costs based on a
JNV atudy of the effaots of the increasoe in the minimum wage
from S/2,000 ($80) per month to S/4,000 ($160) per month and
a decrease in the workwesk from 44 hours to 40 hours.

Project Year Two: An additional 7% increase in construction
costs applying an inflation rate of 12% to the materials
component of cunstruction costs only. The materials
component of construction costs is estimated at 54% of total
cost.y.

Project Year Three: 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 costs.
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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 appropriaste 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
urbanization allocated to community areas by the Foundation. Also
nonrecoverable are the costs of the Foundation’s staff, operations,
and cquipment associated with the community development and employment
generation activities. Total nonrecoverable costs attributed to the
Foundation are $22.8 million.

F.  INTEREST RATE POLICY

The current intcrest rate 3cale 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%.
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TABLE 12

RECUPERATION OF COSTS

$000's X
Component Amount Recuperation Source Recup. Remarks
Land 9,900* None ' 0 Donated by
Foundation
Urbanization 11,770 100
Streets Mortgage loan
Water Mortgage loan, meter covers capital
Sewer connection fees cost; fees
Electricity cover meter &
connection charges
Housing 18,310 Mortgage loan 100
Off Site Infra-
structure 11,150 Tariffs 100
Community Facilities
Carital Costs 11,490 None 0 Donated by
Foundation
Operative Costs Ministry budgets/ 0 Facilities turned
user feeas over to GOE or
residents
Community Devel-
o;ment-FMJ Staff, None 0 Donated by
operatfons & Foundation
equipment 1,440
Loan Capital
for employment
generation Loan repayment 100 Loans/guarantees
provided by FMJ to
businesses
Utilities use Tariffs 100
Maintenance of streets,
garbage collection, Municiprl taxes 100
streetr lighting
Technical assistance 630 None 0 AID grant

$64,690

* gst, market valuation
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TABLE 13

BEY: _CURRENT INTEREST RATE SCALE

Cost of House Surrent Morigage

(Sucres) Interent Rates
0 - 100,000 7%
100,001 - 200,000 8%
200,001 - 300,000 0%
300,001 - 400,000 10%
400,00 - 500,000 1%
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 - SQURCES 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

82-10 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 ys. IDB loan 1.2 7.7

9%-24 ys. FHLB loan 5.7 5.8

Other Debt 14.3 16.4
Total debt §152.4 $130.9 $141.7 $9.9 7.0%
Equity 105.6 61.0 93.) - -

Total Capital ‘ '
Structure $258.0 $211.9  $235.0 89.9 1.02



A portion of the "other debt" and of the BEV’'s aquity listed in
Table 14 are related to the Bank’s inaurance operations. If these
amounts are exoluded, the BEV’s average cost of capital approximated
4.2% in 1978. The interest rate spread on the BEV's loan portfolio
thus equalud 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: SQURCES AND COSTS OF CAPITAL
FIRST HALF 1979
Uss$ Interest

Source Millions —Rate
Loan portfcolio recuperation 9.6 4.5%
Deposits 13.9 6.5%
GOE support 5.8 0
Bonds 1.8 7.0%
Central Bank loan 4.0 5.0%
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 intereat 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 a= low as p.9sible
with the capital-generating needs of the BEV. If the cost of Project
funds 1s 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 portfolin of approxi-
mately 4,450 loans a 10.5% mortgage rate is set that leaves a small
positive contribution to BEV’n earnings. An interest rate of 10.5% 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 Lhe lowest solution cost and
people at the Ulth peroentile at the highest solution cost.



-82.

The marginal increase in tho cost of enpital to t*o BEV after ;
taking into account the HO loan of $20.0 million and the IBRD loan of .
$11.2 million 15 estimated at 6%, as indicated in Table 16.

TABLE 16

BEV: ADDITIONAL EXPECTED SOURCES OF CAPITAL

Amount Interesat Interest Cost
Sourge (Us$ Mil.) Rate (US4 Mil.)
AID/HG Loan $ 20.0 11.504 $ 2.3
IBRD Loan 11.2 7.95% 0.9
New Savings 104.3 6.50% 6.8
New Bonds 7.3 7.00% 1.2
GOE Support 35,2 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
Project (10.5%). If the BEV, however, is to undertake a significant
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 probnble decrease in GOE
support from oil revenues and other sources. Technical assistance is
proposed for the Bank to assist it in developing mediun- 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 REPAI

A 30-year cash flow projection f~r the BEV, the borrower under
the loan, is shown in Annex V, Tabl~ V.8. The projections using these
assumptions show positive cash fluws to the BEV (after debt servicing,
administrative costs, and delincuencies), ranging from $227,000 in the
third year to $741,000 in the tenth year, and leveiing off at slightly
under $400,000 from the eleventh to the twenty-fifth yoars. Negative
cash flows approximatiug $3.2 million annually are forecast for the
twenty~sixth to thirtieth years, since the BEV subloans have termsa of
25 years while the HG loan has o tern of 30 years. Discounting the
net cash f'low stream at 9% (BEV’s current yield on its loan port-
folio), in order to account for reinvestment and loan term differen-
tials, yieids a present value of $3.4 million over Jebt-servioing
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requirements, thus indicating more than suffiolent capacity to service
the HG loan debt.

Due to the volatility of the capital markets in the United
States, sensitlvity analyses were carried out using two sets of
assumptions, as follows:

1. HG loan ocarries interest rate of 12.5%; infrastruoture
subloan carries interest rate of 12.5%; all other loan turms
the same.

2. HG loan carries interest rate of 12.5%; infrastructure
sublonn carriea interest rate of 12.5%; mortgage subloans
ocarry intercst rate of 11%; all other loan terms the same.

Under analysis 1, positive cash flows are still maintained over
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 aervine
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 2% years, resting between the firat 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 DBank under analysis 2 {s again positive at 0.1%, indi-
cating 2 slightly better than breadeven situation.

An increase in the interest rate to 11% would increase monthly
payments to subborrowers from S/816 ($33) to S/847 ($34) for the
lowest-cost solution and S/1,441 ($58) to S/1,49h ($60) for the
highest-coat solutions, thus moving the target group reached from the
10th to 44th percentilo of in:ome (interest rate 10.5%) to the 11th to
46th percentile of income (interest rate 11%), atill cloarly within
AID’s target group definition (Table 17).



TABLE 17

DISTRIBUTION OF SOLUTIONS

Type of Number of Sales 5% Down Loan 25 Monthly (1) Family Income
Solution Solutions % Price Payment Ycars Payment (2) Income * Percentile
A3 445 10 20,996 4,550 86,446 816 (1) 3,264 10 th
847 (2) 3,388 11 th
A4 2,004 45 107,698 5,385 102,313 966 (1) 3,864 14 th
1,003 (2) 4,012 16 th
AS 223 5 122,557 6,128 116,429 1,099 (1) 4,396 26 ﬂ;
1,141 (2) 4,564 30.th
B4 445 10 120,395 6,020 114,375 1,080 (1) 4,320 24 th
1,121 (2) 4,484 28 th
BS 935 21 135,254 6,763 128,491 1,213 (1) 4,852 36 th
1,259 (2) 5,030 38 th
D 400 9 160,650 8,033 152,617 1,441 (1) 5,764 44 th
Total 4,452 100 1,496 (2) 5,984 46 th
« Based on montnly payment = 25% of income

(1) Interest rate 10-1,/2%

(2) Interest rate 11%
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The debt/equity ratio of the Bank at the end of four years, the
proposed start of amortization of the IBRD loan, is ostimated at a
modest 1.68:1, as shown in Table 18. Prospects for loan repayment

thus appear excellent. The GOE will also act an guarantor of the
loan.

TABLE 18
BEV CAPITAL STRUCTURE
AT END OF PROJECT
(USs$ Million)
Liabilities $297.9
Equity 126.8

Total Capital Structure $414.1
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INSTITUTIONAL ANALYSIS

A. THE JNV/BEV

The BEV was established in 1961 and has gradually become the
Government ‘s principal housing finance 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 these 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
13 in the neighborhood of $8,600.

Over the last five years the JNV and BEV have produced or
designed several projects to meet tho needs of families around median-
income levals and one project (Hacienda Mena) for low-income families.
Though this production has not reached proportionately significant
levela, it has provided the institutiors with a base of experience

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

Tne JNV i3 currently in the process of producing a clearer and
more workable dofinition of *"social interest housing." Proposals
being diacussed include defining minimum apace per perason, encouraging
progressive housing solutions running from sites and services to
completed units, and defining lot sizes as a minimun of one and
onc-hnlf timen the strecet floor arca of the house. The end result
will be recognition of the fact that "social intereat housing" must be
lesn expenaive than the middle class units which currently carry the
label.

1. JNV s Denign and Conatructieon Cappbilitica

Customarily, all work involved in project design 1s carried out
by JNV's tochnical staff. In n few cases, owing mainly to excessive

worklouds, the JNV has contracted with architectural and cngineering
firns.
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Construotion work is divided into three categories: houaing,
infrastructuro, and community facilities. All housing construotion
work haas been perfurmed 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 apeoific
project. On the averuge about 50% of infraatruoture construction hasa
been done by the JNV. The remaining construction haa been done by
private contractors who are {irst prequalified, and then seleoted by
public bidding. About 50% of the community facilities construction
has also been done by JNV, depending upon the atructural complexity of
the facillity. For instance, a large twc-story high-school building
Wwould be most likely contracted out since it would require major
conatruction equipment. The JNV has a asizeable stock only of amall
construction equipment, inocluding trucks, conocrete wixers, dlggera,
and wheel barrows. For these items JNV has a full-time operations and
maintcnance sataff.

Owing to the shortage of construction materials in Ecuador, the
JNV has acquired partial ownership in several factories producing such
construction materials as cement, bathrocm fixtures, bricks, and
concroete scewage pipes In some cases the production of materials is
subatantial--e.g., 80,000 bricks per day is more than the JNV's own
nreds--thus allowing the surplus to be sold to private builders. A
bathroon fixtures factory is currently exporting its surplus produc-
tion to Bolivia and Venezuela. The cement plant, repregsenting a najor
investment by the JNV/BEV, i3 now running material tests and is due
on-line in early 1980. Other construction materials auch as roofing,
windows, doors, and hardvare are directly purchased by the JNV {rom
factories at substantial discounts.

The savings generated by the low-cost construction naterials and
by use of labor only when needed have has poermitted the JNV to build
at the lowsst conatruction cout per m2 in the country even though 10%
for administration, 12% for construction financing, and 2% for cono-
tary risk are added to the direct coats. The administration charge
includes project programning, desaign, building by direct administra-
tion, supervision, operation and maintenance of conatruotion equip-
ment, nnd seleztion, qualification, and adjudication of unita., The
total cost per n? varies from as low us 571,800 to about $/4,000,
depending upon the type of consatruction.

Though the private scctor in theory shoul! be a more efficient
conatruction performer in Ecundor, tho profit margin per unit on
minimum-cost unfinished houses i{s 5o limited that auch projects appear
not to bo attractive for the private builder. Thua, the public sector
acts a3 gencral contraotor for all or the great majority of socially
oriented houaing built in the country. It is therefore contemplated
that the JNV itself will bulld the Solanda housing units in order to
maintain the lowest per-square-meoter cost possible, even if new GOE



policies call for its withdrawal from broad-range contractor opera-
tions. The private sector, however, is expected to have an important
role buildirg part or all of the infrastructure as well as the con-
munity faocilities. Also, private contractors will likely get invclved
in the conatruction of the approximately 1,000 multifimily units, not
financed with HG funds, contemplated in the overall Solanda Projeat .

2. [he BEV'’s Financial Role

BEV normally provides the financing for projects designed and
conatructed by the JNV. The BEV s current portfolio is ccmpssed of
some 40,000 loans. The BEV haa computerized its loan sortfolio in
Quite, moving from e service bureau operation to in-house computar
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.

Projeot loan applicants will be selccted by a joint
Foundation/BEV team. Tho selection process, and the subasequent
aservicing of 4,400 loans will increase BEV's loan volume by about 11%.
‘This should present no problems or excessive additional administration
costs to the BEV. A srall, low-overhend branch office may be raquired
to service borrowers.

The BEV has a lcw delinquency ratio (3%) and has been punctual In
amortization of {ts toreign debt (BID, AID, and the Federnl Home Loan
Bank of New York). 7The historical renord auggeats that the BEV will
admninister the Project in a consclentious, if somowhn* conaervativae,
manner. Minor management acjustments may be neceasary, particularly
{in Quito whero the BEV s top managemant ia alao reaponsible for the
locanl office operationn. "he BEV s steadily profitable earnings
pertormance makes clear that the dramatic growth of the late 1970s hra
not outpaced management 's controls. The arrival of tne new Government
offers an opportunity for rors ecaphasis on definition of the BEV' s
long-tern role, The Project {includea technic nssiatance to help
with such planaing.

B.  THE MARIANMA DE JESUSG FOUNDATION

The Foundation {a n nonprofit, charitable organtzation eatabe-
1ished in the late 19473 by a wealthy resident of Quito, Dofa Mar{a
Augusta Urrutia de Escudero. Seflora de Esoudero, who i» in her
savonties, continues to Lo active and ia President of the Foundation '
Board of Direotora, S3he han provided for continuation of the
Foundation following her death.
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Foundation policies are established by a Board cf Directors
representing leadership in the fipancial, commercial, and religious
communities of the city and country. An Executive Director is
responsible for carrying out Foundation policy. The staff is divided
into three departments: a technical department, including thrce
architects and two engineers; a department of social work with three
professionals and a secretary; and an accounting department with a
staff of fourteen. The technical department is responsible for all
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 boen 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
int- ,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 tirst began to direct its attention to urban
development projects in the late 1960s when it developed preliminary
deaigns for a low-cost housing project on a site call La Granja, a
property located in the northerr ascction of Quito where the most
intense residential and commercial development was beginning and is
now taking place. The Municipality opposed the use of the site .or
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 develcping 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 Lu consider the possibilities for a low=-
income project of major proportions following donation by the Sefiora
de Escudero to the Foundation of the Hacienda Solanda, a 156=-hectare
tract of land in the southern scction of the city. In November 1969
the Foundntion saigned an agreement with the Municipal authorities
which [ rmitted the beginning of the analysis and planning for a
workers  neighborhood on the Solanda property.

In nrder to develop its internal capability to handle such
projeety, the Foundntion 2atablished close ties with the Fundac{on
Salvadorefn pura el Desariollo de Vivienda Mi{nima in San Salvador.
Staff membera have been aent 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 U40-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 a contract. The agreement
called for the Foundation to cede the land to the BEV at no coat as
the infrastructure placement process bagan. The agreement also
established the responsibility of the Foundation for preliminary
project design and for provision of community facllities 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 euployment generation activities. Staffing needs are shown in
Table 19. '

TABLE 19
INCREMENTAL STAFFING NEEDS:
MARIANA DE JESUS FQUNDATION
Year 1
Staff Total Time
7. 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 supeivisor
(consultant status) 15 days
5. 4 Gradvate social workers 3 menths

6. 2 Other professionals 6 months



“0l -

TABLE 19
(continued)
Year 2
staff Total Time
1. Team of lawyer/economist/
aggoountant 12 months
2. 6 Part-time soclal workers 8 months
3. Soclal work supervisor
(oonsultant status) 10 days
4, 6 Graduate soclal workers 12 months
5. 2 Other professionals 12 months
Year 3
Staff Tota) Time
1. Team of lawyer/economist/
accountant 12 months
2. 6 Part-time social workers 8 months
3. 3ocial work supervisor
(consultant status) 10 days
4, 8 Graduate social workers 12 months
5. 2 Other professionals ~ 12 months

The Foundation has had cnnsiderable 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 facilitles will be
sta.fed adequately and will respond to the special needs of the targat
population. The Foundation has already established appropriate ties
to the Health and Education Ministries.
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C.  MUNICIPALIYY 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 Piblico.

The Municipality proscribes 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 nunderstand 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 (EMAP) and
sewer company (EMA) were established in the early 1960s as municipal
public enterprises. The mayor of Quito is the chairman of the board
of directors of each company. Representatinn 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. As a result, proj«cus 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,
where 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.



C.  ENVIRONMENTAL INSTITUTIONS

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

Ecuador’s nanvironrental organizations are specialized insti-
tutions. The 1976 national environmental law established the
Ecuadorean Institute of Sanitary Works (IEOS) as the coordinating
agency for environmental assessment. IEOS, however, concentrates 1its
efforts on its other roles of developing the nation’s potable w.ter
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. Tne Ecuadorean Institute of
Hydraulic Resources (INERHI), which is primarily involved in
irrigation, collects data on drainage and soil use. The Nationalt
Institute of Meteorology and Hydrology (INEMHI, is a research agency
which gathers meteorological, climactic, and hydrological data for the
entire country. The Ministry of Agriculturc and Livestock has a
National Regionalization Program, establishad ir 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 »f these GOE agencies
to the problems of urban area projects, the Project includes TA funds
for an expert to work with the JNV, the Municipality, and the other
agencies as appropriate to develop environmental guidelines which will
be introduced as part of JNV’s project planning process.



VIII

PROJECT IMPLEMENTATION

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

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 wili
consist of a construction advance. Subsequent disbursements will be
made 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. TECHENICAL ASSISTANCE PROGRAM

The technical assistance component of the Project has been
designed to assure that the innovations in unit size and design, in
community facilities planning and comnunity organization, and in such
areas as nunicipal planning and environmental assessment are incor-
porated formally into the project development process. The vechnical
aasistance component is the insurance that turns the pilot prectect
into a replicable one.

The technical assistance program 1s structured to proviie 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.

-9“-
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Long-tarm technical support to assist the JNV/BEV and the
Foundation with the development of the community organization and
social assistance components of the Solanda Project, including .
co~rdination of the short-term technical assistance activities.

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.

Short-term technical assistance to tha 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 tzkes into
acoount GOE funding capabilities, and which expands the range of
financlal mechanisms available to low-cost shelter project bene-
ficliaries.

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.

Short-term technical assistance and travel funds to help the
Foundation and other potential developers develop community
owned business and other income-generating activities; the
assistance i1s 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.

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 viaits to selected non-Ecuadorean
programs, such as those in Panama and Bolivia (Accion Comunal).

Substantial short-term technical assistance to the Foundation 1in
community development to help with design d execution of staff
training propgrams and of the in-community .aining programs
related to motivation, community leadership, and the management
of community organizationa. 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 be 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 Projest implementation schedule (see PPTN, Annex VI)
indicates that once the long-term TA advisors are in place, certain
short~-tera scoial development experta 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
soclal programs i3 operating or ready for implementation at the time
the first houses are ready for ocoupancy. 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 uniil 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
———Tvype of Assistance ~_ Months _ Cost in US$ ~ Expenditure
al ng Poli
and Development
Housing Advisor 2l $170,000 80
Housing Finance Specialist ] 40,000 80/81
Construction Technology
Specialist y 40, 000 81
Urban Designer/
Environmental Specialist Yy 40,000 81
Subtotal $290,000
social Planning and
Community Development
Social Planning and Develop-
ment Advisor 24 170,000 80
Community Development
Specialist 7 70,000 80/81
Employuwent Generation
Specialist y 40,000 81
Self-help Housing Specialist 3 30,000' 81
Travel —-30.000 81
Subtotal $340,000
Program Total $630, 700

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

Breakdown by Year
—and Category FY 80 ~FX 81 —Total
Developament Grant $280,000 $150,000 $430,000
IIPUP -200,000 —— 200,000

Total $480,000 $150,000 $630,000
PROJECT AGREEMENTS

Prior to disbursement of the HG loan, the following agreements
huve to be signed in the order in which they appear:

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.

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

Guaranty Agreement signed by AID, assuring any investor against

loss.

a y guarantying AID against any loss due to
the inability of the Ecuadorean borrower to meet its financial
obligatione,

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

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

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

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

The Municipality will make a formal commitment (e.g., budget

allooation, signing of loans) to supply the Solanda Project with
water from the EMAP Cnillogallo project according to the schedule
established by the Solanda Project’s delivery plan.

The Municipality will provide a formal commitment (e.g., budget
allocation, signing of loans) 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 plan.

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

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

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

The Foundation will formally commit itself to expand its staff or
to contract the neceasary 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.

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.

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

The BEV will select beneficiaries with family incomes ranging
between the 10th and 45th percentiles of the metropolitan area’s
income distribution, with the solutions to be distributed
acocording to income as follows:



Income Distribution Estimated Solution
Percentilea ~of Solution Type
10th-13th 108 | A3
14th-26th 60% Ay, By, A5
27th-36th 21% Bg
37th-4lith 9% D3
100%

E.  CONDITIONS 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.  EVALUATION

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

The firat evaluation will fall at a time when first-phase
dwelling unit construction is about to begin, permitting a oheok cn
the progress of infrastructure (on- and off-site) construciion, and on
the progress of the beneficiary selection 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 thejy 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 iLherefore have an important bearing on the cevelop-
ment of future HG projects. The final evaluation is mandatory in all
AID projects, but is oritical in this case in helping AID to determine
if the goal and objectives of the Project were achieved, or 1if 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 orucial programming importance.

G. ERFOR R

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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AID 102028 11-7T])
SUPPL EmENT ¢+

Project Title & Number:

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

NARRATIVE SUMMARY

Life of Projecr:
FromFY_____ LF______
Total U. S. Fgﬂdin@__'__*
ate Prepared:

PAGE 4

O8JECTIVELY VERIFIABLE IND ICATORS

MEANS OF VERIFICATION

IMPORTANT ASEUMPTIONS

Project Inputs: (D-1)

1.
2.
3.
4.
5.

6.

HG Loan

AXL Grants for T/aA
BEV Mortgage Lending
Homeowner Downpaymzents
Foundation Donation of
Land and Community Facilitied
Municipal Government
Infrastructure investment

Implementation Target (Type ond Quantity)
(g?) $20 million

2. $630,000

3. 7.9 million

4. 2.8 million

5. 22.83 million

6. 11.15 million

———— e

$64.69 million

(D-3)

Project records and evaluations,

Assumptions for providing inpute: (D-4)

Foundation, JNV and BEV remain
financially sound and carry out
their roles ir the project.
Municipality of Quito continues
its support of Project and carrics

out infrastructure work in timely
way.

Water and sewerage installation
rates are as indicated in PP.

A U.S. investor can be found.

N
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‘]ﬁ"‘""‘"‘“ﬂ'ﬁ’_’f‘ JUNTA NACIONAL DE LA VIVIENDA

RNV
g APARTADO 1244 TELEX 2399 “BEV-ED”
. 'e w aq

QUITO - ECUADOR

0979

Senor

Jhon A. Sanbrailo

JEFE DE LA MISION DE LA A.I.D.

EN EL ECUADOR 29 NOV. 1979

Ciudad.-

Distinguido Sefior Sanbrailo:

Por la presente queremos ratificar a
Usted el interés del Banco Ecuatoriano de la Vivienda para re-
cibir un crédito de hasta por Veinte Millones de Dblares que -
financiarfa la construccidn de 4.500 unidades habitacionales -
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 de 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 relterar
a Usted, los sentimientos de mi mas alta consideracidn y estima.

Muy atentamente,
JUNTA NACIONAL DE LA VIVIENDA

PRESIDENTE
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12) projects comprised of expandable core shelter units.

on serviced sites;

(3) slum upgrading projects desighed to conserve and
imprave existing sheiter;

(4) shelter projects for low-inceine people designed for
demonstration or institution puilding; and

(5) community facilities and wervices jn Ssuppor ot
projects autherized vnder this s sction 1o Hudove e
shelter cccupind by the poor?

Section 222(c)

If the project requires the use or venser vation of energy,
wis consideration given to the use ol solar energy tcechno-
logies, where: economically or techimically ieasible?

Section 223(a’
Vill the A.LI) guaranty fee be in an amount authorjzed
by A.LD. in accordance with its delegated powers?

Section 223(f)

Is the maximuni rate of interest allowable to the eligible
ULS. Investor as prescribed by the Administrator not inore
than one percent (K%) above the current rate of interest
applicable to housing mortgages insured by the Depart-
rent of Housing and Urban Development?

Seution 223(h)

Wili the Guaranty Agreement provide that no payrert
may be made under any gudrdanty 1ssued for any Joss
arising out of lrand or nusrepresentation for which ihe

party sceking payruent is 1esnonsible?
dection 223(j)

(1) Is the host country a country that is present!v (coeiv-
ing developinent ussistance under chapter | ot part |
of the Act or wne that has r rceived such assistance 31,
the preceding, two years?

o~
L8}
—

Will the propused Housing Guaranty he coordiated
with and complementary 10 other development
assistance in the host country?

(%) Will the proposed Housing Guaranty demonstate the
feasibility of particular kinds of housing and otheor
institutional arrangements?

-YES, 37, 38, 43

N/A

P -— e e ‘.

.XYES, 26, 27, 28, 29

.YES, 26, 27, 28, 38, 39

-YES, P, 52 _

YES

. st e -

e YES

_Statute Repealed

_YES

YES, 37, 38, 45
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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20323

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,
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 Ban'
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
gervices 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 assis: the development
of policies and institutions designed to address the needs of the
low-income shelter sector of Ecuador.

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

1. Term of Guaranty: The loan shall extend for a pcriod of up to
thirty years (30) from the date of disbursement and wmay include a
grace period of up to ten years on re,dyment of principal. The
guaranty of the loans shall extend for a rario! peginning 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 arising by virtue of A.I.D.'s Buaranty 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 per-
cent (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:

1. 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 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 authorit{es
to equip and staff the community facilities and to extend public
transportation and other municipal services to the community {n
accordance with its development schedule, Further, there shall be
formal agreements among the various implementing agencies difining

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.




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.

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:

GC/LA:JKessler Date
LAC/DR:MBrown Date
LAC/DR:NParker Date
LAC/SA:RWeber Date
DS/H:DMcVoy Date
GC/H:MGK1 tay Date
FM/LD:ASmi th Date

DRAFTED:MKitay:SFBG:1/4/80
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TECHNICAL PLANS OF HOUSING SOLUTIONS
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Type A-3
~ §SPECIFICACIONES

l= CIMENTACION CIMMNTOS DE PDRA, PLINTOS DE HORMISON CICLOPEO,

L. PARIDES. LADRLLO JABONCILO COMUNES,
3. CSTRUCTURA Of HORMIOON ARMADO TOTAL ; COLUMNAS ¥ VISAS

4. CUBMIATA' DE ETERNIT CON CUBERTA OE MADERA

B. PIBO CONTRAMSO DE HORMBSON S/MPLE ~ ENCEMENTADO OF COLOR.

€. PUEATAS 3 UNMDADES DE MADERA TRIPLEX COWUN

7. VENTANASE DE MERRO OF 1"s /B" SW PROTECCION

6. VIORDS tyd mm

S. INSTALACIONES BANTTANIAS ASUA PRIA-MIERRO GALVANITADO, DT SASULS - TVE. CEMIITO .
10 _ PILZAS SANITARAD L AVABO, INODORO , DIUCHA  LAVAMDE A, LAVAPLATOS SIN £SCURNDERO
1. INSTALACIONES ELECTYRICAS EMPOTRADAS ( PANEL ELECTRICO) »

12 . BARO CON AZULEJO COMUN, CLASE B

13. CERRAJEMA S CHAPAS DI LLAVE Y BOTOM

4. LOSETA DE HA ALISADO DE COLOR DE | M Of LONSITUD EN LA COCMA

18- CERRAMIENTOS | $OLO CIMENTACION

L
[ ]
!
|
4
TIPO AD
AREA LOTE .2 eqnt
AREA VIVIENOA .. ... 21 90 =l

COSTO LOTE . ¢/38.093

COMRENRCARCENRNINREN (2,903 CoIrd VivieviA
L eumtuegre - 4

COSTO TOTAL  o/sovmut® 90,176

PORCENTAN DI VIWENDA 10 %
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Types A4, By

o ;4-. .

ESPECIFICACIONES

| CIMENTACION: CIMIENTOS DE MIEDRA; PLINTOS DE HORMIGON CICLOPEO

? VAWECES LADRILLD MAMBRON Y JABONCILLO COMUNES

3. ESTRUCTURA DE HORMIGON ARMADO TOTAL; COLUMNAS Y VIGAS
.

5

(UBIEHTA DE € TERNIT CON CUBIERTA DE MADERA

. PISO CONTRAPISO DE HORMIGON SIMPLE Y ENCEMENTADO DE COLOR
6. PUERTAS: 3 UNIDADES DE MADERA TRIPLEX COMUN

7 VENTANAS: 8 UNIDADES DE HIERRO DE 1" x 1/8" SIN PROTECCION

8. VIORIOS: 2y 3 mm

9. INSTALACIONES SANITARIAS - AGUA FRIA~HIERRO GALVANIZ‘ADO, DESAGUES -~ TUBERIA DE CEMENTO

10. PIEZAS SAMITARIAS: LAVABO, INODORO, DUCHA, LAVANDERIA, LAVAPLATOS SIN ESCURRIDERA
I, INSTALACIONES ELECTRICAS: EMPOTRADAS (PANEL ELECTRICO)

12 BANO CON AZULEJO COMUN; (LASE B

I3 CERRAJEKIA- 3 CHAPAS DE LLAVE Y BOTON

LOSETA DE H.A, ALISADO DE COLOR OF | M. DE LONGITUD

15 CERRAMIENTOS SOLO CIMENTACION

-4 .

[o]
©
on
LE N )
TIPO A- 4
AREA LOTE: ——— 6144 m?
AREA VIVIENDA: 42 30 m2

COSTO LOYE: ———3/ 38 .093
COSTO VIVIENDA —— - o/, WESSR®S 69,L 05

SORYO————————gls PNy 107, (98
COSTO TOTAL (A- <= .}

PORCENTAJE DE VIVENDA  45%

6 40

12.80

- .-
TIPO B 4 ‘

AREA LOTE: 81.90 m2

AREA VIVIENDA A2 80 m?

COSTO LOTYE v 307890
1COSTO VIVIENDA: / SN (G,(0S

AR
COSTO TOTAL o/ EENEREN|20,395
PORCENTAJE DE VVIENDA 109
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Types As, Bg, D3

PAREDES PERIMETRALES EN PLANTA PAJA Y
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Lot Fit Types A5 Bs D3

ESPECIFICACIONES

Vivienda tipo , indivisa.

LClimientacién: cimientos de piedra, piintos ds hormigin ciciépeo.
2Poredes de ladrillo mombrén y joboncillo comunes.

3Estructura de hormigdn armado total, coksmnas y vigas.

4Cublerta de eternit con cubleria de madero.

5.Piso. conropiso de hormigén simple y encementado de color.

6-Puertos: 3unidodes de madera triplex comén.

7.Ventanas:iOunidodes de hlerro de §"x 1/8" sin proteccidn.

8.vidrios de 2y3m.m.

S Instalaciones sanarias - agua fria. Nevro gaivonizado; ogua calients: tuberia cemento,
IC.Plezas saritarias: javabo, inodoro, duchg, lovanderia, lovaplatos sin escurridera.
H.Instolodones  electricas empotrados (panel eldctrico).

12.Bafo con aqzulejo comin .clase B

13.Cerrajeria: 3 chapas de llave y botdn.

I4Loseto de hormigdn ormado, alisado de color,de Im. de longitud.
15.Cerramiento, sdo dmentacidn.

(o]
Q.
y
640
. / ’ -
CALLE }
L
|
: 640
4._7;_ - —- - H..,/’ —
CALLE
TIPO AS TIPO 853
AREA DEL LOTE .50 mf AREA DEL LOTE .90 m?
AREA VIVIENOA 7800 m? AREA VIVIENDA 78000
COSTO OELLOTE W 38.0932° COSTO DEL LOTE s/, 50 T90°°
COSTO VIVIENDA o/ ummBBldl 84 y(4  COSTO VIVEENOA vileaealt 34,404
Ny leRen NP MRS

COSTO TOTAL « NENSEDRP|22,SS7  COSTO TOTAL V. UNEEmAe !)S,254
PORCENTAJE DE IVIENDA 5 % . PORCENTAJE DE VIENDA 21 %




Lot Fit Types Ajs Bs D3

___i . .8.60 )‘
CALLE
TIPO D3

AREA DEL LOTE 122.90m®

AREA DE VIVIENDA 7000 mt

COSTO DEL LOTE V. 76.186°°

COSTO VIVIENDA vamaanp 984,404
AR R

COSTO TOTAL v. MEmange ({0,650

PORCENTAJ OE VIVENDA 0%

!L;
L



ANNEX IV

SOCIAL ANALYSIS - SUPPORTING TABLES




TABLE |y - |

MONTHLY EXPENDITURES OF THE AVERACE URBAN WORKER

Costs in Dollars as of November, 1977

General Index $ )4
General Index 179.88 100.0
Food 101.89 56.6
Housing 29.67 16.4

(rent, taxes, utilities)

Furnishings 6.49 3.6
Clothing 17.98 9.9
Miscellaneous 24,18 13.4

Source: Carlos Luzuriagals Poverty in Ecuado:r. TABLE 9. USAID, Quito,
February, 1979.



JABLE |y -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
L 158 16.5
5 170 17.8
6 153 16.0
7 110 11,5
8 90 9.4
9 Lo 5.1

10 24 2.5
1" 21 2.2
12 12 1.2
13 3) 5
1L 2) :
TOTAL 952 100

Source: Original Data, Fundacién Mariana de Jesis, Quito, 1979

JABLE 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, Fundacién Meriana de Jesis - Quito, 1977
(gz :gglfl__c;a::'mso incoms exceeds the maximm establlished



TABLE IV - 6

AGE OF APPLICANTS FOR THE SOLANDA PROJECT

Age Group Number p
15 - 19 4 1.3
20 - 25 13 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.C
51 - 55 32 10.0
56 - 60 13 4.0
60 + 12 3.7
TOTAL 316 99.9

Source: Original data, Fundacidn Mariana de Jesis, 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-h, incomplete and complete)
Secondary 88 27.8
(7-12, incomplete and complete)
Universitv 7 2,2

(incomplete and complete)

Other ' Not asked
No Reply k] .9
TOTAL 316 99.9

Source: OUriginal data, Fundacidon Mariana de Jesiis Survey, Quito, 1977.



TABLE |y - 8

TIME LIVING I

N QUITO OF APPLICANTS FOR SOLANDA PROJECT,

BY YEARS

Years in Quito Number of Applicants b4
Less than 5 years 34 lgég;

0-1 6 1.9

2-5 28 8.9

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 S 1.8

No response 4 1.2

In Venezuela 2 6

TOTAL 316 99.9

Source: Original

data from Fundacion Mariana de Jesds, Quito, 1977



TABLE _IV =9

PLACE OF ORIGIN WITHIN QUITO, OF
APPLICANTS FOR THE "SOLANDA'" PROJECT

PRESENT PLACE OF RESIDENCE NUMBER pA

CENTER (downtown) 191 20.0

(Including but not limited to Casco Histdrico)

CENTER SOUTH 155 16.3

(Panecillo, Las Dos Fuentes, La Magdalena,

Villa Flora)

SOUTHR, Western Side (La Coclmena, San Roque, 98 10.3
Hermano Miguel, Marco- '
pamba) .

SOUTH, Eastern Side (Luluncoto, Chiriacu Alto, 248 26.0
Ferroviaria, Guajald)

SOUTH - "El Pintado," Mena 157 16.4

COMITE DEL PUEBLO (North) 28 2..9

(People’s Committee)

NORTH 75 7.2

TOTAL 952 100.0

Source: OUriginal data from Fundacién Mariana de Jesiis survey, Quito, Ecuador - 1977.



TABLE IV - 10

NUMBER OF ECONOMICALLY ACTIVE PERSONS IN HOUSEHOLD BY LEVEL OF INCOME,

APPLICANTS FCX SOLANDA PROJECT

Income Level Number of Persons TOTAL
1 2 3 &

G - 500 1 1
500 - 1000 S 5
1000 -~ 1500 9 1 10
1500 - 2000 12 1 i 15
2000 - 2500 10 4 5 2 21
2500 - 3000 19 7 5 31
3000 - 3500 13 1 1 1S
3500 - 4000 26 11 2 2 41
4000 - 4500 9 15 3 7 34
4500 - 5000 13 7 5 3 28
5000 - 5500 8 4 S 1 18
5500 - 6000 &4 11 2 3 21
6000 - 6500 1 9 4 2 16
6500 - 7000 3 3 1 7
7000 ) 15 15 10 53
TOTAL 139 88 51 30 316

2 28 16 9 1.5 .9 99.4

Source: Criginal cate ‘ro- Funcacid~ Mariana de JesGs survey, Cuito, Ecuador, 1977



TABLE ! - 11

OCCUPATIONAL CATCZRORIES OF APPLICANTS FOR SOLANDA
PROJECT (a)

Agricul tural 8
Bars and Hotels 24
Warehouse and storekeepers n
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 - watch 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, Fundacién Mariana de Jesiis- Quito, 1977

(a) Male and female applicants



TABLE v ~12

WOMEN'S OCCUPATIONS AS SUPPLEMENTARY OR SOLE FAMILY WAGE EARNERS,
SOLANDA PROJECT

Occupation Number y 4
(a)
Small Commercial Activities 34 21.0
(b)
Domestic Worker 32 20,0
(a)
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, Fundacidn Mariana de Jes(s - Quito, Ecuador, 1977,

(a) These include women who have storesg 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
(c) There may be more women working as domestics than recorded, for thoge
interviewing did not always distinguish between those who said "domestic

work" arp ing housewife or domestic worker for reauneration.

(d) This category includes a salesclerk, helpers in stores, waitresses,



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)

Men 9 2.8

Source: Originel data, Fundacién Mariana de Jesils, Quito=-Ecuador, 1979,

(a) Single head of household is defined as a household wher= 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 |V - 14

NUMBER OF ECONOMICALLY ACTIVE WIVES IN CONSENSUAL UN!ON OR MARRIAGES ;
SPOUSE PRESENT

(a)
Economically Active Number X of Total number of marriages
and consensual union
Yes 93 39.7
(b)
No 141 60.1
TOTAL 234 99.8

Source: Original data, Fundacidn Mariana de Jesis, 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
l. Chillogallo 35.000 Inhabitants
2. Mena 2 6.000 "

3. Arrayanes 1.700 "

4. Mena l 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 1la Vivienda, Quito,
Ecuador, 1979.
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TABLE IV - 16

RESUTUNPN

1, = UCAaCIOKNAL

SECTOR

ESCUELAS

COLEGIOS JARDIUWES

IRSTITUTOS

CHILLOGALLQ
..EFUA 2
AREAY:NIS
TENA 1
BARRIOOLVO
SANTA RITA
SA . TA ALITA
EL CALZADO

2. 07T ROS

7 PUNCIOUAS
4 FN CCNSTRUCCION

SERVICIJIOS

CHILLOGALLO
FENA 2
AHRAYINTS
FENA 1
BARRIONURYO
SAUTA +ITA
SARTA ALITA
EL CALZADO

DISP, HEDICO

3 3 FUNCIONANDO
FN ¥ RCIONANIENTO 3 BN CONSTRUCCION

2 FUNCIONANDO

.iLSIA  SALA CO'UNAL OP.TELEP.-CORREO ENMPROVIT RETEX POLICIAL

1 PGACIO..AN
2 _ONRSTR.C,
1 {0 FUUCIONA

2 FUNCIONANDO
5 PUNCIONANDO

1 NO FUNC:0ONA
2 C BSTHUCCION , u oonwion oToN

1 FUNCTOR. 1O
2 NO FUKCIONAN
2 Cir.STRUCCION

2 PUNCION:R
2 CONSTRUC.






TABLE 1V -~ 18

ESCUELAS:s

SECTOREFES NEOMBRES ALUMEBOS PARALELOS CAP.AFAL EXCEDENTE OBSERVACICKES
CRILLOGALLO FISCAL DE NI!CS 23 D YAYO 970 21 750 220 INSUPICIENTE
~AHQU#SA Dt SCLANDA 957 23 650 307 INSUPICIENTE-FURCIOKA EN

DOS JORMADASs
MANANA DE 1% a 3® GRADO
TARDE DE 4% s 6® GRADO

*ERA # 2 0S ALJO ViCA LARA -NIKAS 580 14 350 230 POR LA rAJANA FUNCIONAN
TRES GRADOS EN LA ESCUE

LA DE NIS08.
#1.U-L LEORO IRAYCO -MIKNOS 540 13 450 90 PUNCIONAN TRFS GRADOS EB

EL LOCAL DE LA ESCUEIA -
DE BINAS - PO.1 LA TARDE,

e 71 O: ALDQ CUAYsSh 1IN 756 18 500 256 DOS PARALZILOS PURCIOWAN-
EN EL 1OCAL DEL J/EDIN -
DE INFANTES Y CUATRO PAR
RALELOS FN UK LOCAL ACOR
DICIORADO.

ARBAYARES -—— === --- - - - - - NO TII'KE ESCUELA

SANTIA ANITA ER CO.STRUCCION ) UNA ESCUBLA COMPLETA

CALZA DO =K CONSTRUCCION TRES ESCUELAS COMPLETAS

BARRIONUEVO POLICIA K2CIOAL 650 14 560 90 INSUPICIENTE -JEST.MNADO=
A EJJOS DE POLICIAS EN =

TOTALES) 6 FSCUnLAS EK FUNTIIONAWIYXRTO UN 90 y 10% PARTICULAR.

4 EX CONSTRUCCIOL 4.455 103 3.260 1.153

NOTA: -N KUSVA CRLVMEKA FUNC_ONA UNA FSCUFLA DE EDUCACION ESPFCIAL Y TH BAKRIONUEVO EL INSTITUTO MACIONAL DE CIEGOS.


http:CAP.RF.AL

TABLE 1V - 19

COL~=GIOS:s

SECTOR CCLEGIO ALU#KOGS PARALELOS CAP.RAL c*C-DEKTE OBSERVACTON:S

CEILLOCALLO ..iXT0 SANTA RITA 900 19 760 140 FUNCI: NA 2K RL LOCAL DE LA ESCUR
LA DE NIF:S 23 de MAYO =
POR LA TAR-E.

BARIONTLYO POLICIA ¥ 'CYCLAL 400 9 400 - - PUNCTONA EN LA T°'RDE EN BL LOCAL
DE LA FSCUELA POLICIA RACIONAL ~
DE 1* & S5to. CURSO,

BEMA 1 JOSE Dr. 1A CUALRA 250 1 250 - - YUKCIONA POR Li T/RDE EK EL 10 -
CAL DE LA ESCUELA O0S“ALDO GUAYA-
SAI!IE DE 1 a 3er CURSO.

FE\A # 2 - == - - - - - - - X0 TIRNE COLEGIO
ARRAYAXES - - —--- - - - -- - - N0 TIENE COLNGIO
SARTA ANITA -- .- - - - - - - - EO T'ERe COLEGIO
SAETA #ITA = = = - = - - - - - - - MO TIENE COLFGIO
CALZADO e - - - -- - - RO TIEFE COLEGIO
TOTALS 3 1.:50 35 1.410 140

NOTA: ESTA PROYECTADA LA COKSTRCCCION DE UK GRAM :CAPLEJO EDUCACIONAL P*RA LA SONA SUR EN EL SECTOR DE SOLANDA, FB-
DYALTE UN C:'NYFNIO IRTER - INSTITUCIONAL.
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ANNEX V

FINANCIAL ANALYSIS - SUPPORTING TAE....



ANNEX V - EXHIBIT A

EMPLOYMENT AND PAYROLL CALCULATIONS

Housing units 4,452
Construction period :‘ 3 years
Units/year 1,484
Workers/Unit/year 2,03
Workers/year 3,012

To extrapolate additional employment due to community facilities
it 1s assumed that the ratio of workers/construction costs of housinz,
urbanization, and infrastructure remains constant for community facilities,
thus:

Annual employment H = U -~ I= Anmmual employment in CF
H=-U -1 construction costs CF Construction costs
at current prices at current prices

3,012 = X

Construction costs are broken down as follows: 30X lator,
54% material, 16% overhead, and profits. Applying the percentage
devoted to labor (30%) to total construction costs at current prices
(540.4 million) and dividing by three years gives an annual payroll
of $4.04 million. Dividing by the number of workers (3,794) gives an
annual income per worker of $1,065. The present miniuum wage 1s $950
per year.


http:milli.on

JABLE V - 1

SUMMARY OF BALANCE SHEETS

Banco Ecuatorinno de la Vivienda (BEV) (In millioms.of Sucres)

ASSETS 1974 1975 1976 1977 1978
Current Assets 662 643 664 534 622
Loans Receivabla 632 984 1362 2130 3143
Fixed Assets 789 1246 2164 233¢ 2329
Other 237 207 375 353 421
Total 2320 3080 4565 5351 6515
LIABILITIES
Current Liabilities 76 112 209 224 201
Sight Deposits 311 682 1275 1639 2049
Bonds 314 391 563 529 691
Long-Term Debt 450 - 609 564 720 761
Other Liabilities 342 134 349 194 145
Total 1493 1928 2960 3306 3847
Capital and Reserves 827 1152 1605 2045 2668
TOTAL 2320 3080 4565 5351 6515

KEY INDICATORS

Current Ratio 8.7 5.7 3.2 2.4 3.1
Debt: Equity 1.8 1.7 1.8 1.6 1.4
Debt: Assets .6 .6 o7 .6 .6
Capital Adequacy 1.3 1.2 1.2 1.0 .9
Loans: Assets .3 .3 .3 b .5
Profit 66.9 79.7 121.7 109.5 249,1
Return on Assets 2.9 2.6 2.7 2.0 3.8
Return on Equity 8.1 6.9 7.6 5.4 9.3
Delinquency Rate L.8 2 2.2 _ 2,? 3.0
Housing Investment $512.0 $617.3  $1166.9 $809.1 8083
Housing Completions 3323 hyo7 5639 460 3686


http:millions.of

TNCOME

Interest

Bonds and Securicies

Bad Debt Recovery
Insurance Premeumn
Insurance Reserve
Nther
TATAL

TNTAL

FXPFNSFES

Administration
Interest
Commissions
NDenreciation
Currency Exchanpe
Unapecified
Insurance Reserve
Insurance Claims
Other

TOTAL

KEY TNDICATORS

Profit Ml 1Vion Sucres

Profit/Income (%)

Admin: Expenses (%)

Admin: LOANS (%)

Admin: Assets (7)

TABLE V - 2
BANCO FCUATORIANO DE LA VIVIENDA

Income Statements
(Millions of Sucres)

1974

N s = D
O DWW WL
* 8 a

DO~y

202.7

N W

»N

Ot Nt Wi N
.
s D W N D DD

135.8

1975 1976 1977 1978
175.6 275.2 32,2 493.5
3.5 1.7 2.4 1.5
30.0 41.8 58.4 81.6
18.1 30.0 N/A 64.8
22.8 32.0 45.5 63.8
56.6 45.9 42,2 70.6
306.6 426,6 510.7 781!8
52.4 76.1 98.6 137.7
103.2 140.8 194.2 245.4
5.3 3.2 3.5 3.4
23.6 10.6 78.0 34.8
4.2 0.0 0.0 0.1
1.7 A2 3.1 8.3
32 45.5 0.0 94.8
0.& lll 0.0 2.5
3.6 1.2 19.8 5.7
226.8 304.9 401.2 532.7
79.8 1217 19,5 2491
26,0 R, 21,4 1.9
23.1 25.0 ~5.h 25.8
2.3 1.R 1.2 0.8
0.8 .5 0.5 0.4



Fundacidn "Mariana de Jesds"

_ IABLE V -3
SUIDARY OF RALANCE SHEETS

(Millions of Sucres)

1975

nN

- N
- wmO o

L]
NWwwWwww

1974
Current Assets 20.2
Investments 8.2
F1XED ASSLETS 13.2
Work in Process 16.9
Stock 1.2
TOTAL 59.7
LIABILITIES
Current Lichilities 4.9
Equity 34.8
TOTAL 59,
KLY 1NOTCATORS
Current Ratio 4,1
Debt: Lquity .1
Debt: Assets .1
Profit (Million Sucres) NA
Return on Assets NA

Return on Lquity NA

-~

72.6

1.8
.3

-104
.0
.0

1976

3.6

.1
10.7
.2
.2

1977

NN s
MO O
-
NDNOTOV W

1978

WNNN
=IO wNO
NMOO~O

79.1

s e
~

2.0
.1
1l

3.8
.1
1

104.1

b
-3.6
0
- Ol



TABLE v - &

FUNDACION MARIANA DE JESUS - INCOME STATEMENTS

(Thousands of Sucree)

INCOME
Interest
Investments

Real Estate

Agricultural Products
Other

TOTAL
EXPENSES
Real Estate Administration
General Administration
Agricultural Production
Depreciation
Interest
Other
TOTAL

KEY INDICATORS

Profit (loss)

Profit/Income (%
R.E./Expenses (%)

General /Expenses (%)

1975

469.9
5.7

937.6

1267.7°
119.0

2799.9

430.1
2515.2
569.3
172.9
483.6

4171.1
(1371.2)

10.3

60.3

1976 1977 1978
315.5 1338.9 -
1.4 2.3 1.9
906.0 4757.8  3036.5
119.0° 4G9 k130
13,394.2 842.0 - 200.6
15736.1 9440.1  4652.0
651.3 831.7  946.0
2693.6 3350.6  3848.0
620.2 486.7  591.4
192.3 220.8  309.7
- - 1750.6
844.3 771.2  _841.7
4997.7 5661.0  B8287.4
10738.4 3779.1  (3635.4)
68.2 40.0 -
13.0 14.7 11.4
53.9 59.2 46.4

Source: Fundacidn "Mariana de Jes(is"



TABLE V-5

MARKET VALUE OF FMJ's LAND HOLDINGS

Millions of Sucres

BUILDINGE
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

TOTAL S. 1000.0

'

$ 39.6



URBANIZATION

61.44 M Lots - A
81, 92 MZ Lots - B

122.88 M% Lots - D
HOUSING

21.20 M% - A3

2
42.50 M~ -Ag4, By
78.50 M% -Ag, Bg,D

INFLATION

TOTAL

COST ESTIMATE-

TABLE V-6

HOUSING AND URBANIZATION

# Unit Cost
2.672 38.093
1.380 50, 790

400 76,186

445 52,903
2,449 69, 605
1,558 84,464
Yrl 30%
Yr e 7%
Yr3 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

Sucres

202,349,096

8,013, 825

325,599,392 12,895,025

8,461,164

108,172,215 2., 644,400
741,592,885 29,370,014



TABLE V-7

COST ESTIMATE COMMUNITY FACILITIES & FOUNDATION OPERATIONS

Community Facilities - Capital Cost ( See Attached)

- Inflation Yrl 21,031,¢90
Yr2 25,938, 344
Yr3 32,948,708
TOTAL
Foundaticn Operations - Staff Yrl 1,641,000
Yr2 1,755,000
Yr3 2,012,000
- Equipment
and Supplies Yr 1 1,015,000
Yr 2 71+%,000
Yr3 670,000
- Loan Capital
Guarantees Yr 1 7,120,000
Yr 2 14,240,000
Yr3 7,120,000

Sucres $
210,310,900 8,329, 145
79,918, 142 3,165,075
290,229, 042 11,494,220
5,408, 000
2,399,000
28‘480‘000 1, 127‘ 920






TABLE v-38 (cont'd)

BEV - PROJECT CASH FLOW

ASSUMPTIONS

Conatruction 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 ycars. Drawdowns are based on expected

financing needs of EMA and EMAP. Amount = $5 milliomn.

HG Mortgage Loan

One-half of houses completed at end of 2nd year; remainders
at end of 3rd year. Drawdowns are bascd on mortgages

presented. Amount = $20.0 miiiion,

BEV Permanent Financing

BEV's contribution to the project. Amount = $7.9 million.



Mortgage Loan Repayments

Mortgage loan terms are 10-1/2% interest, 25 yearé

Offsite [nfrastructure 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% monctary risk. See HG mortgage loan above

for construction schedule.

Mortyage 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.

Mortgage Delinquencies

Based on historical rccord of BEV of 3% delinquencies on

portfolio.



Delinquencies build up to 3% 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 l0-year grace on

principal. Amount = $25.0 million.



ANNEX VI

PROJECT PERFORMANCE TRACKING NETWORK




1.

Fisure Vii.l1,

BCUADOR ~ HG - 005
EVENTS

Implementation Agreement Signed.

B;qin negotiation with GOE on non-project specific
T/A.

Housing Advisor and Social Planning Advisor selected.
Pinal working drawings for physical components begun

(INV/FPMT, EMAP, EMA).

Begin planning for st. - ing and training components

of Social and Community Development Programs. F (AID)
Begin T/A training, Planning travel to non-!cu&&%;%an
examples. (pyjy_arp)

Complete design and working drawings for on-site in-
frastructure (JNV) . Begin design of Community facili-
ties. (FNJ).

Publish announcuewent soliciting bids from investors
(BEV) .

Finalize and approve financing plan of infrastructure
(on-and off-site) (BEV) .

Establish credit committee.

Finalize interview format,

Acquire two vehicles for gtaff use (social work).
Pre-select members of carpentry business.
Establish carpentry business.

Selec*: Community Development Specialist.

Select Employment Generation Specialist.

Begin interview process - first phase.

Select contractor for on-site infrastructure. (INV)
S8olicit oids for off-site infrastrunture (EMAP, EMA).
Begin consatruction, on-site infrastructure (INV) .,

Approve T/A program design (GOR), identifying prior-
ities and special needs (this may be done by a group
of Institutions under the Consejo Nacional de Desa-
rrollo, or individually.)

Select contractors for off-site sewer and water pro-
Jects. (EMAP, EMA).
Complet.e unit design and construction schedule (INV) ,


http:vehL1.es

10.

11.

12,

13,

14.

15.
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Select Investor (BEV)

3ign loan agreements (BEV) :
Drawdown first disbursemant (for off-site water
and sewer projects) (BRV). .
Select T/A expert for analysis of interest rate
structure and the expansion of options available
for home Einancing (BEV) (AID).

Begin analysis (BEV-AID}.

Complete design of Community Facilities (FMJ).
Begin construction of first phase (FMJ).

Select T/A expert for work with GOE on identifi-
cation of urban development priorities (areas,
components of need) (GOE-AID).

Bagin search for Environmental Planning and Public
utilities finance experts. (AID).

Bagin intensive program of preparation of first
phase families for more to community (FMJ).

Select T/A personnel for day-care and public
health programs. (PMJ-AID).

Finalize Community Facilities staifing plan. (FMJ)
Begin evaluation of progress to date (FMJ).

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).

Begin evaluation of T/A program and formalization
of GOE urban development planning mechanism. (GOE-
AID).

Select short term T/A specialist in Environmental
Planning and Public Utilities finance. (GOE, Muni-
cipality, AID).

Begin construction 1100 dwelling units. (JINV)
Begin evaluation of construction prograum to date.
(INV, EMAP, EMA).

Begin construction, second phase of Community
Facilities Program. (FMJ).
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16. Begin move-in training of 1100 families. (M)
Complete selection of firet phase occupants. (FMJ-BEV)
Hire and train additional staff to man community facilities pro-
gram. (FMJ)
Begin selection process, second phase families (1100). (FPMJ)

17. Complete first evaluation of project. (All participants)
Initiate all adjustments to program identified in evaluatiom.
(A1l participants)

18. Select short-term T/A to carry out program adjusting standards for
application to low-rost shelter programs. (GOE, Municipality, JNV,
AID)
Begin assessment of standards. (GOE, V aicipality, JNV, AID)

19. Drawdown (3rd) against HG loan to fund morgage financing for first
phase of Solanda Preject (1100 loans), and to advance continuation
of Rfo 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 firat phase dwelling units. (FMJ-BEV)
Begin community facilities use (first phase). (FPMJ)
Initiate neighborhood organization program. (MMJ)
Select self-help housing specialist. (FMIJ-AID)
Begin intensive pre-move program for second phase families. (PMJ)

21. Deliver 1100 dwelling units. (JNV)
Complete off-site infrastructure program providing potable water.(EMAP)
Begin construction, second phase dwelling units. (JNV)
Begin construction, third phase community facilities, (FMJ)
Complete first phase community facilities. (¥MJ)

22. Complete T/A program. (GOE, Municipality, AID)
Begin identification of priority regions and projects for applica-
tion of comprchensive (integrated) urban development process.

23. Drawdown (4th) against HG 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 componeats of similar, non-HG, pro-
jects according to GOE plan. (BEV)



24,

25.

26.

27.

28.

29.

30.

31.

J2.

33.
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Begin selection process, fourth phase families. (FnJ)

Begin occupancy, secoud phase families. (FMJ-BEV)

Begin Community facilities use (second phase). (MJ)

Expand community enterprises program, reflecting skills and in-
terests of additional residents. (FP4])

Degin intensive pre-move program for third phase families. (FMJ)
Begin evaluation of progress to date. (FMJ)

Delivery of 1100 uaits (second phase). (JNV)

Begin constructien, third phase units. (JNV)

Begin construction, fourth phase community facilities program. (MJ)
Complete second phase community facilities program. (¥MJ)

Begin second ovaluation of progress in construction activities to
dote. (EMAP, EMA, FMJ, JNV)

Complete second comprchensive evaluation of project progress. (All
participants)

Initiate adjustments to TFrogram required by evaluation. (All part-
icipants)

Begin implementation of a series of integrated urban development
projects dicected at a nationwide production of 5,000 low-cost unita
annually. (GOE, JNV, BEV, FMJ as appropriute).

Drawdown (5th) against HG loan to fund the mortpage financing for
third phase families (1100) and the final construction of the Rfo
Grande channelling project. (BEV)

Begin review of final phase families. (BEV)

Begin occupancy, third phase families. (FMJ, BEV)
Begin coomunity facilitiea use, third phase. (FMJ)
Begin intensive pre-move training for final phase families. (M)

Deliver 1100 units (third phase). (JNV)
Begin conatruction, final phame unita. (JNV)

Drawdown (6th) againat HG )san to fund mortpage financing for final
phase farilies (1100). (BEV)

Begin cvaluation cr progress of Solanda Project to date (Ird. evalua-
tion). (BEV)

Begin occupancy of final 1100 faafliem i:u Solanda (HG financed) Pro-
Ject. (M)

Begin community facilities use, trinal phase. (PU)

Begin evaluation of social program progress to date. (MJ)

Delivery of final 1100 units. (JNV)
Completion of community facilities construction. (FmJ)
Begin evaluation of construction progress to date. (MU, DA, JNV)



35.

36.

37.
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Third comprshensive evaluation compl red., (All participants)
Initiate adjustment to non-HC programs as required by evaluation.
(A1l participants)

Completion of channelling of Rfo Grande. (EMA)
Begin preparation of final project evaluation. (All Participants)

Completion of first series of integrated urban development projects,
reaching production of 5,000 units annually. (GOE)

Final project evaluation completed. (All participants)



ANNEX VII

PID CABLES
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