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I. SU1t4ARY AND RhCOai,-kNLNTION 

A. Project Title: National Shelter Delivery System Program Grant 

B. Project Numbert 518-0076 

C. Implementing Mechanism: A.I.D. will execute a Handbook 3 Project 
AgreemLnt witn the Central Bank of Ecuador to obligate the grant funds. 
Subsequently, A.I.D. will execute contracts as required for technical 
assistance, including long-term and short-term, U.S. as well as 
locally-procured. 

D. Anount: $1 million - Grant 

E. Life of Project: 3 years from the date of initial obligation.
 

F. Goal: To improve the quality of life for low-ircome families in 
urban areas throughout Ecuador by increasing their access to housing and urban 
services financea and developed by both public and private sector institutions. 

G. Strategy: The National Shelter Delivery Program provides an initial 
funding level of $40 million ($30 million Housing Guaranty Loan Funds and $10
 
million equivalent GOL counterpart) for home and comunity improvements and 
nnrtgages for io incore fanalies. A $1 million grant supports and 
compleents tie initiai input ot $40 million. The grant component will be 
usea to support proyr.w aevelogrent as welL as fund tecnnical assistance and 
training wnicr, wil. oe aineo at increaseo private sector participation in 
shelter and service aeliver) tur low incone tal,.iieb, consistency in lending 
ano resource mozalization for sneiter ana improvenents, ano iproveo 
inter-institutionai coordination in snelter ano uroan aevelopment. 

F. Recorenaation: Tro autnorize a tnree-year grant component to the 
Natioia± Sneiter DeLiverI System Progralf. for $1 mililon in place of the 
$356,00t' originally proposed.
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II. BACKGROUND AND JUSTIFIChTION 

A. Background
 

The National Shelter Delivery System Program (518-HG-007) was designed to 
address two major problems in the Ecuadorean housing system: (1) the lack of
absorptive capacity of the public sector to use additional resources to 
increase housing production; and (2) the absence of long-term financing to 
enable the private sector to produce low cost housing more efficiently. 

The HG 007 Progran. contemplated the use of Housing Guaranty (HG) loan funds
($30 million) to finance none and community improvements and mortgage loans 
for A.I.D. 's target population, ana grant funds for complementary Program
activities, e.g., to anaiyze the resource Dase of credit institutions; to 
promotz and develop low cost typologies ana project designs; to develop

financial linkages ano secondary mortgage marKets; to evaluate the impacts of 
the Program,, etc.
 

The Program was expecteo to finance new shelter units and home or community
service improvements. The Progzam design also focused on policy issues
reiatea to removing oostcies to financing and production in order to increase 
tUe nousint stocK ana relatea services for low income families over the medium 
ari longer ter,.. 

Ile HG resources were authorizea in September 1984 ($20 million) , October 1984 
($) niliion), anu January 1966 ($5 million). The complementary grant 
resources anticipatLo to support implementation of the Program have not yet
been autnorizec. The grant fundea support activities are now neeaea to en-ure 
efficient Progra. imnienentation, as detaileo below. 

B. Ir;rienentation Statub of 5i8-HG-007
 

The o-.stryFinance, Bank signedo: Central and A.I.D. the Implementation
Agreenent for $36 miiiion in HG resources in January 1986. In July 1986, theCentral Banr-, c- Ecucaor, tie host country impienenting agency, established a 
Financiai Punu for Housinc (FFH) and defined the operating paranieters and 
proceaures for use oi tne Func. The GOL capat~lizeb the FFr with, the 
equivalent oi US$ Z Imaiilon in counterpart resources in October of that year.
To compleirent ute ioijq-ternm nortgage crecit offereo by the Fund, the Central 
Bank createi 6 suppienentary snort-ten construction loan funa capitalized
wiocr S/. 2,006 mniiLioi, (approxiniteiy US$ii mil.ion). 

The Central Bank also analyzea ano prequaiifiec one pimlic and 5i private
Ecuaoorean financiai inbtitutions fcr access to the FF-. A round of 
orientation anu Prograr,, pronlotion sessions was conducted ineach of the
Central Bang's regiona± ofrlices in 16 citieb wiu the active participation of
private oan~s, finance companies, Savings ano Loans, creait unions, the 
Lcuaaoreai Housirq Bare, (LEV) , municipalities, private builders, housing
coperative :,an; associations of architects ano encineers. To date, the 
Central nkbrr.nr ,i necL aqreements with one pu:iic and 24 private sector 
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financial institutions to participate in the Program. Eight private
developers have aebigneu or initiated projects totalling about 12,000 new 
shelter solutions for financing under the Program. The Ecuadorean Housing
Bank (BEV) also has about 1,200 new shelter solutions unuer development for 
this Program. 

The GOE also has made progress on policy issues. It passed a law introducing
adjustable interest rates, which was an important Condition Precedent to 
Program implementation. 

Parallel to these initiatives with shelter finance institutions and
 
developers, USAID/Ecuador has begun to make contacts with urban development
institutions involved in financing and constructing basic infrastructure and 
upgrading activities in low income neighborhoods. "Eligible shelter 
solutions" are broadly ueLineo in the HG-007 Program, allowing the Central 
bank to provide funds to finance the installation and upgrading of 
infrastructure in low-income neighborhoods, as well as a wide range of
 
"housing" options: 

"ivew construction and improvements of the place of residence or the 
services ano facilities related to the place ot residence of Progrin
 
beneficiaries.
 

"New construction options include sites and services, and roof-floor and 
basic core dwelling units. Improvement options include, amrong others,
housenocu corij-ectionas to oasic infrastructure, upgrading of on-site 
water, sewerage anu eiectricity, room additions, replacement of damaged
 
or worr, na Ltriai± ano iTmprovement of selectee dweliing elements."
 
(Im~ierta~io:, tigreement 518-HG-007, Annex A.) 

The Niassion beiievs triat pursuing a broader sector focus rather than a narrow
"nousing" one wi mta, e tne Procran. mrore effective. A larger universe of 
potentia. "users" of tre Central Bank Fund wii± affora more opportunities to 
responu creativee.L. to trie neeas of low-income uroan families. 

Thus, for exa:..i_1t, iifrastructure investments oy municipalities or the 
Lcuaaorean iveiopient ban . (BEDE) in poor neighborhoods, provision of 
i1,provea electric supijy to nmrginal areas, upgraoing cf neighborhooo access 
roads ana new or imirovea storrr/flood drainage control will be evaluated for 
inclusion as activities eligible for financing. 

C. Rationale for Expansion of the Program 

Wien the Procgran, was origci&aiy designed, it was assumed that the private 
sector Savincs ano Loa, Associations woulo be the principal participants in 
the HG 007 Prograr.. Nov., coTTrercial banks, creciit unions, mortgage banks, and 
other financia institutions have declared their interest in participating in 
the Progr,,. Several puiilic institutions also want to develop eligible 
activities. 'mo .issio: believes tne 007 Program offers excitingan 
opjorwunity to irove t, o.eaver of low cost snrer anb services over the 
next few years. 
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Also, the Mission is implementing a sectoral approach in Ecuador which will
 
increase the effectiveness ot A.I.D. assistance ana expedite disbursement of
 
assistance funcs. Increased emphasis will be placeu on the services and
 
facilities portion of the aefinition of "shelter solution" described above,

such as water/sewer connections, provision of electricity, improvements in
neighborhooo access roads, or improvea storm-water management. 

With the strong interest on the part of both public and private institutions
 
in the Central BanK Fund ana in the new urban Aevelopment initiative, the
 
National Shelter Delivery System Program hits become much more complex.

Therefore, the technical assistance contewplated in the original Project

design needs to be proviaed at this time as well as additional technical
 
assistance to support the greater number of institutional development and
training activities wnac.& are underway in the shelter and urban development 
sector.
 

The revised teclauicai assistance con~ponent conteriq.ates a long-term senior 
technicai pro3ect advisor ano a pro3ect coordinator who, along with short-term
 
advisors, will provioe support for policy aesign and dialogue; institutional
 
development support for public ano private institutions that provide low-cost 
shelter and services; and assistance for stuales of issues wnich have been
 
ideritifieo aL potentiai bottienecks tnat irrpeoe progran implementation ani the 
generation of ioca. resources for shelter and service activities.
 

The Nationai Shelter Delivery System Program has enormous potential over the 
nediun, anu long tern for helping to improve the quality of life of low income
famiiles it.hcuaaor since it encourages tne active participation of many
airrerent types of institutions in shelter related activities. It also
 
encourages tue GOL to oeveiop mediun, ano lonci-tern, financial strategies that
wil nore eftectvei-y target government expenditures for shelter and services 
ana increase privat; sector capitai mobilization for tnese activities by: 

1. increasing support for private developers. 

zaressing prooier 
financlng r.asc irrastructure. 

A. thre of sluit, neighborhooas more directly by 
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III. DESCRIPTION OF PRJECT ACTIVITIES 

The goal of the HG Program of increasing access for low income families 
in urban areas throughout r-cuador to upgraaed and new shelter solutions 
remains unchangeu. Wnile the types of activities proposed in the original 
technica± assistance plan remain the same, the scope of technical assistance 
to be provie6 has been expanded to address the increase in urban development 
activities currently contemplated under the program. It also focuses on the 
need for more specialized training and institutional development activities to 
support the larger numoer of private sector institutions which are expected to 
participate in the Program for the first time. Total A.I.D. financing 
requirements for the technical assistance conponent of the project are now $1 
nillion as opposea to the $350,000 contemplated in the original design. The 
amendeoi project is to include the following activities: 

A. Program Iapleentation and Support 

Under this activity, technical assistance will be provided in the following 
areas:
 

1. Defining policy changes, encouraging the GOE to develop medium and
 
long-ter financiai strategies triat etter target goverrment expenditures and 
increase private sector capital mobilization for shelter and services for low
 
income fandiles. 

2. Urban Development Policy Formulation, and Program Coordination, with
 
particular emn asis on trie increased availaoility of lana and services for our
 
target group.
 

3. Sectorai cooruination among the institutions that are directly 
responsiie for Tnis sioulotne provision oi services. result in the
 
packaging of water, sewer anu lana oevelojient activities on a sectoral basis
 
witrn specific targetir, of Hu funci6 for ±ow income groups.
 

4. Exploration of reprograr.ing optionls ana promotion of flexibility in 
oesign witi. concentratioi, or, sectoral goals rather than specific project 
outpUtS. 

b. araining
 

Train.ing is an important element of the Project to support the goals of 
institutiona. development anu creative policy re-examination. Seminars will 
provioe a suitaa±e envirorment for key policy makers in principal institutions 
to examane anu oeoate suc. issues as 
interest rates, subsioies, locational
 
planning, cost/envirouiLenta. traoeoffs, ano other funbamental whichconcerns 
affect the sector's resource oase and the efficiency with whicti the GOL and
its private sectcr can implement activities whose benefits extend to the urban
 
poor. 
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The next section of tnis Amendment describes policy strategy studies which 
will be undertaken. The results of those studies will provide substantive 
topical material to support the seminars and workshops, which will serve to 
disseminate the results of those stuaies. 

The Project wili furnisri training to managers and technical staff in
participating institutions in portfolio management, collections, project
evaluation, and other skill areas to enhance the effectiveness of those 
professionals.
 

Different kinds of training models will be used, including U.S.-based 
training, regional and national seminars, observation trip to visit relevant
projects ii the region, and short-term technical training at the national 
level.
 

C. Policy Diaiogue/Strategy and Program Development
 

Policy dialogue ano design of nedium and long term strategy are integral parts
of the Mission's shelter ano urban oevelop, ent program. The essence of the 
strategy is to work wimn the GOE and the private sector to make the necessary
programmatic, financial ana administrative adjustments in the shelter and 
urban service deiivery sector to improve the efficiency ano potential for
 
becouang self-sufficient. 

A key component of the approach is to mrove the policy design process beyond
the study stage to that ot defining specific policy charges that will most
oirectiy hel; low income families to acquire shelter and services. This is 
done by defining a worKacle policy agenda ano by re-exarining our programrmatic
strategy. The oo3ective rere is to encourage the GOE to develop medium and
 
lonr terj, fLinanciai initiatives that will reduce government expenditures and
increase private sector capital mobilization for low income shelter and
 
se:vices. Tnese must ye oaseo upon the application of narket interest rates 
anm trie princi ie of cost recovery. 

It is evioent tiat trie puoiic sector's ability to meet the derand for low cost 
sneiter an service is imitea, so incentives are being sought to increase
 
the private sector's participation ana to make the public sector more 
efficient. Uitirateiy, tere neeas to be a better definition of the
appropriate roles of tue public sector as a facilitator and of the private
finance institutions anu developers as producers. 

Finally, an essentia± strategy corponent is that of a progranmrtic rather than 
a pro3ect approach,, whici, will package water, sewer and land development
activities on a sectorai oasis for the low incone population that is eligible
for HG financinc.. 7t tue niaxiirui, degree practical the program should work 
directly witu tule agericies Uat provide tue services. 

The Pro3ect wii pay for several studies to support this policy dialogue: 
Financia. Issues: An inproved unoersta i ing of financial issues is 
essentia. icr wording towaro tne goal ol self-sufficiency in the
 
sn-'iter ue.Lavery system,. ne Pro~ect proposes to assess tJ-e 
financia. policies ano interest rate structures of public and 
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private institutions, with a view to understanding how those
 

policies affect the availability of long term resources and the
 

effectiveness ot the shelter sector in vying for a share of such
 

resources in a competitive market.
 

-Inisstudy will also explore the effects of alternative interest 
rate structures on the firanciai positions of sector institutions
 

and their ability to generate housing and infrastructure options
 

attractive to ano affordable by low-iz come families. A
 

re-exmination of the national savings market from the perspective
 

of urban/shelter needs will give a better sense of the degree of
 
a basis for further work to improvematch or shortfall and provide 

the econouiac efficiency of the sector.
 

Production bottlenecks are insufficiently understood and the Project 

wii support an examination of those factors which work against 

efficient oevelopment of physical outputs by developers, suppliers, 

ana small-scale entrepreneurs. Municipal norms and standards are a 

ma3or hindrance to low-cost pro3ect development in many parts of the
 

country because they make projects too expensive.
 

Tne study will look at these problems with a view to fuLnishing some
 

constructive guioance to municipalities, associations of builders,
 

and infrastructure au-horities which have a voice in determining and
 

applying stanuaras.
 

As Fart of this assessment, the Project will examine current
 

iand-use practices in the ma3or uroan areas. Inefficiencies in
 

existing proceaures for conversion of raw to urbanized land will be
 

identified ana reconmendations formulated for consideration by
 

Tri;niCjQiLiLeS, deve±opers, and others.
 

brobuer urcar. concecns ano trie involvement of a larger group of 

instt ticne.. partLiciants provioe a gooa opportunity to take stock 

of trie current state of affairs affecting the growth and change of 
rajor cities operatecities, evzuiatirqg tiie way some of Ecuaoor's 

on measures to increase efficiency,
an naking recomoenoations, e.g. 

promote greater ecduity in trie allocation of puoiic resources,
 

stimrulate better unoerstanding of urban growth/environmental
 

interfaces. Accordingly, the Project will fund an Urban Development
 

Assessment to:
 

a. Identify rrajor uroan issues facing the GOE;
 

Identify potential areas of project involvement in urban and
r. 

municipal activities, which go beyond traditional shelter
 

prograffs ano strengthen te delivery of sevices to A.I.D.'s
 
This is essential since urban infrastructure
target population. 


polic, is an integrai component of sneiter ano service aelivery
 

prograz-;
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c. Contribute to a more in-depth and sophisticated understanding of 
the process by which shelter is produced and financed in urban 
areas. This exercise will seek to improve the understanding of 
the role of the informal sector in shelter production. 

During the course of the project, various mechanisms will be investigated for 
tying disbursement o± HG loan funds to policy changes. 

D. Evaluation
 

Over the last eight years, USAID/Ecuador's housing program has focused on the 
delivery of traditional shelter solutions. Programs developed under earlier
HG loans provide a wide range of experiences and information which merit 
review. A comprehensive evaluation of the role of A.I.D. in the shelter
 
sector in Ecuador will be conducted. This activity will provide an assessment 
of the effectiveness of past programs and recommendations for adjustments in
the Mission's strateq and Program. Also, after the Central Bank's Financial 
Fund for Housing has been operating for a sufficient amount of time, an 
evaluation of its effectiveness will Ie carried out so that modifications can 
be maae in the current HG Program, as needed, and broader applications be

developed for uie Fund. ia-cycie and eno-of-Project evaluations will be
 
carriec out; tne genera. sector evaluation will be part of the latter.
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IV. PROiECT ANALYSES 

A. Technical Analysis 

Strengthening the shelter delivery system in Ecuador will require
institutional change, whici is generally a slow complexhousing program and process. Thein Ecuador uses both capital inputs and technical assistanceand training to encourage such change. A.I.D. has been successful in
 
complementary 

employing capital resources from the Housing Guaranty Program and
grant resources to keep openGOE on housing issues. As in 

a constructive dialogue with thethe past, HG resources will continue to financepart of the capital cost of activities to improve the living conditions of low
income 
institutions 

urban families, and grant funds will support assistance to thethat participate in the Program ano help sustain the A.I.D.-GQE

policy dialogue.
 

The long tern. 
goa. of improving living conditions for low-income families, and
of doing so by involving more organizations which can make important
contrioutions to the sector, remains unchanged. 
Again, it is important to
note that whiie tuie $30 million in loan funds which A.I.D. brings to the
sector through the HG Program will in and of itself permit the financing of a
significant amount of low-cost snelter ana services, it will be the policy
changes deveiopea, introaucea ana supporte 
by the Program which will have
majcr long tern benefits for the country. 

i. 'lechnicui Assistance
 

In the past, the private housing finance institutions in Ecuador, i.e., 
the
Savings anu Loan Associations ana commercial Loanks, have not worked with low
income faniies. 
The S&Ls have tended to serve upper-middle income clients,
and tie comnerciai banks have financei mainly high cost housing. Entering thelow income marKet invoives some uncertainties ana perceived risks, as well as
changes in operational proceaures. 
For example, establishing the
creditworthiness oL ioL income families may requiretrose aifferent techniques thanusea for iigner incorie groups. Marketing and collections are also aconcern for uee 2nLUtiIL. 

In addition, nost private finance institutions are trying
operations to new financial in the 
to adjust their 

circumstances aftermacnfinancial NarKets by tlie 
of deregulationGOL. Recent technical assistance to the S&Ls 

of 
ir'icateci 
that seven of tne eleven associations are interested and qualified
to participate in 
trie HG Program, but that several require help in developing
their resource oase. 
Technical assistance will be provided to these
institutions in financia. analysis and portfoiio managementbe better aole so that they willto generate new resources ana finance shelter for low income
families over tije medium anu long tern. 

ConsicieraLle s'iort-tern. tecnnicai assistance will be required to support theinstitutions parLi atin- in tie Program, including those institutionscarryinc out nore traaitionaiiy-aefinea "shelter" programsperorinu ti1e new ano the ones"uroan aeveiopment" activities. Snort-term consultantswili also c&rr, out stuuaeis anu analyses to support trie Procram, as aescribed 
eariier.
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In aadition to working with institutions wnich are qualified ab initio to 
discount their sector investments with the Central Bank, some technical 
assistance wili be focusea on institutions (suca as credit unions and 
cooperatives) which currently cannot participate because of legal and other 
constraints, Dut wnicn have considerable potential for channelling resources 
into activities of benefit to low-income urban families. Technical assistance 
will be usea to aevelop workable linkages between individual credit unions and 
housing cooperatives and finance institutions which are qualified for the 
Program. Emphasis wiii ce placea on developing practical solutions to 
obtaining access to Program resourcps, rather than on revamping the financial 
ara legal structures ot creait unions ana cooperatives in Ecuador. To the 
extent possible, Project resources will be supported by centrally-funded 
A.I.D. projects wnicn support cooperative ano credit union development.
 

Municipalities and BEDE have great potential for undertaking activities (e.g.
 
water aistrioution, smali treatment plants, ano others) which will be of
 
direct benefit to low-income families. The Project will provide the technical
 
assistance neeaea for these institutions to aevelop and package such eligible
 
activities.
 

2. araining
 

Training isclosely related to technical assistance in that many training 
neeas wili ce iaentifiei in te course oL tecrnical assistance activities. 
However, training is here presentea as a separate component since it will 
encoirjass participating institutionb wnicn do not receive technical assistance 
Girectly. For example, training activities are plannea in marketing and 
collections, anu trnes excerciseb will involve both the private and public 
sectors.
 

Tne most important use of training will be in the development of the
 
K.I.D.-GU= poiicy aialogue. "orKsnops anu seminars will be usea to
 
aisseminate the finaings of various policy studies and to provide a forum for
 
aiscussior of conciusions an recomaendations.
 

b. Financia./Lconoic Analysis
 

The financial anc economic analyses for the HG Program (518-HG-007) remain
 
uncnangea. Financlal ano economic aspects ot the grant portion of this
 
project are discusseo below:
 

Financial Analysis. The grant component of the National Shelter 
Delivery Syste, Progra. is not (ana is not intenaeo to be) revenue-producing. 
The grant component supports tne implementation of the larger AID/GOE shelter 
program, proviaes a forum for solving problems shareo by the interested 
organizations, proviues the Mission with a critical degree of assurance that 
the loan tunua autuorizeu for the Program are exmloyea for the purposes 
intendes, anu ernsurEs uat tne exp.erience accumuiatea during the Program is 
recoraeo, syntnesizuu, anu retaineu for future use. Given the iarge amount of 
counterpart funuiny oeing provioee in con3unction with the HG loan, no GOE 
counterparL i. require- as part oL the grant aitnoug, every effort will be 



- 11 

maae to ootain local contributions for the training activities that are
 
carried out. The extent of counterpart funding under the HG component of this 
Program is ais'.ussea below. 

HG and Counterpart Funding. Funding for the Program will be derived 
from the HG loan or $30.0 million, or 75 percent of total initial monies) the 
remaining 25 percent, or $10.0 million, will be provided by the Central Bank 
througn a ministry or Finance appropriation.
 

Particirkiting institutions will also provide counterpart resources. The share
 

of internal resources usea for lending, up to 15 percent depending on the
 
level of discount, represents institutional counterpart funding. If all loans
 
were to be maae for higher cost units, the total institutional counterpart
 
would be equivalent to about $11 million; and if all lending were for home
 
improvement loans ana lower cost new units, this snare woula be reduced to
 
$3.7 million. The estinratea level of participation is $7.1 million. 

k tnira source of counterpart funding is the aownpayments of beneficiaries. 
The requirements for aownpayments will vary depending on the policies of the 
primary ienaer, the type of loan, ano the savings capacity of the 
oeneficiaries. However, almost all representatives of lending institutions 
nave inalcateu trat aaeluate levels ot aownpayments will be available. 

Economic Impact. More than 500,000 low-cost housing units are needed in
 
Lcuaaur's ur.ain areas. Puulic sector proauction meets only a small percentage
 
ot tnis neea, aoes so inefficiently, ano largely ignores the needs of the
 
ma3ority of lo income, f-amilies, who cannot afforo the least costly unit 
marketea uy trje BEV. Tne aggressive entry of the private sector into the 
ousiness or proviain, low-cost snelter ana services can ao muci, to address 
these neeas and free the BEV to focus on the indigent, where public sector
 
attention fiore 1roperly snouia be placea.
 

HG resources alone are not sufficient to ensure that private sector
 

institutions iii enter tne low-cost nousing market, nor are they sufficient
 
to make a araiatic impct on the deficits mentioned above unless considerable 
ieveis of iocai resource- are also criannelea into shelter ano services for low 
income famiies. Private finance institutions also will need assurances about 

enterin5 tlie ±O cost nousing rnarKet, e.g., evioence tnat such lending has 
been successful in otrier countries as well as assistance in adapting their 
proceaures ana systems. The origina± design estirnatea that 6,000 new units 

and 10,000 houe and conmunity inprovement loans wnuld be financed. Currently, 
developers have iaentifieu proects wit- aimost 12,000 units, twice as many 
new units as originally estinmtea for tne HG Program. Grant resources will 
refine the pro3ect aeveiopment anu qualification process to assist meeting the 
Program's obuectives of involving the private sector and serving the urban 
poor. Tne tuna!s wili also ue usea to analyze the national savings market and 

to explore/loentify means to remove obstacles to channeling additional local 
resources into tne proauction of snelter ana services for low income urban 
failies. 
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C. Social Soundness Analysis
 

The orant financea component supports the effective implementation of the 
which will be of direct andCentral Bank National Shelter Delivery System, 


immediate benefit to low-income families receiving better housing or
 
services. Indirectly, a much larger universe of families will receive 

benefits over the long term as more institutions find it profitable to provide 

shelter and services to poor urban families. The social soundness of the 

activity was establisie in the approval of the 518-HG-007 loan and that 

analysis remains valia at this time. 

D. EnvironnentaL Considerations 

Training and tecnnicai assistance activities such as those proposed under this 

project are included in a list, set forth in Section 216.2 of A.I.D.'s
 

Environmental Proceaures, that identifies activities that are categorically
 

excludea fron the General Proceaures contained in section 216.3. Consequently 

no further environmentai review of this project is necessary. 

E. Administrative Analysis
 

In the past, the Mission has directly implemented the grant 

components of its HG Program thirougn a series of obligating contracts and 

grants. This has createc an unoue administrative burden for the Mission and 

severely lirriteu the Mission's ability to modify project assistance in 
response to criancr,1ji circuL1utares. This approach is no longer acceptable to 

the Mission. 

Tne alternative preterreu by the Mission is to obligate tUe funds to a single 

entity. Given the multiplicity of puolic ana private organizations involved
 

in the HG-supported creuit line, triere is only one obvious choice: the
 

Central BanK, wnici has established ano will manage the Financial Fund through
 

whicin the discounts wiJl take place. The Mission did consider alternatives
 

(Ministry of Finance, private Ecuadorean firns, the Superintendent of Banks,
 

the National monetcry board), but for various reasons it was concluded that 

the Central anK is tne rignt ana proper choice as Grantee. Foremost among 

these reasons was the Central Bank's denonstrated ability to participate 
effectively in sucr, prograns. 

Thus, pursuant to the Project Agreement signed with the Central Bank, the 
Mission, on behalf of the Central Bank, will enter into the contractual
 

arrangements neeaeu to ensure provision of the technical assistance elements
 

for the efficient implenentation of the Program. Two Personal Services
 
ana one local) will be hirea to provide full-time
Contractors (One U.b., 


The Mission will contract
program coordination during the life of the Grant. 

with a U.S. firm to provide the bulk of the short term services required to 

address specific proolems and coordinate training. The U.S. firm will
 

subcon:ract witl a suitcible Ecuadorean organization for those elements of the 

Prograr. wnici, can effectively be administerea and coordinateo locally. This 

suO-contractuai aLr~nger ,,t will ensure that to the degree possible skills 

transfer ano numan resource development will take place to benefit the 
Ecuadorean su-contractor directly. 
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With regard to selection of the various technical assistance and training
 
activities to be funded under this grant, a committee will be formed of both
 

USAID and Central Bank personnel to review proposals for assistance and
 

develop a yearly plan for the use of project funds. No technical assistance
 

or training subpro3ects will be initiated with A.I.D. funds without prior
 

A.I.D. 	approvai. The cointittee will also becone involved in such issues as:
 

- selection of training topics 

- identification of institutions and technical or administrative 
candidates for training 

- appraisal of alternate approaches to providing technical 
assistance in resolving implementation problems 

- aesigring and carrying out evaluation of the program. 

This approact, meets a number of important tests:
 

* As 	the inztitution implenenting the HG-Linanced progra, the 

Central banK is an appropriate channel for the package of assistance
 

wricr, is part of tne Mission's participation in the sector.
 

Contracting the assistance package as described above will give
 

tne Mission one centra± pJoint of control/ accountability for the 
manage-rent of the Pro3ect, altnoughi several types of assistance will be 

calleu for. 

* 	 !-%issior, invuLverient in tie detailed administration of the 

contracting for short-term technical assistance, training,Project --
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V. St4MARY COST ESTIVATE AND FINANCIAL PLAN
 

The total cost of the Grant portion of this project isestimated at
 
$1,000,000, of which approximately $145,000 will be for local costs. The
 
aetaiieu project ouuget displayed in Table 1, shows that $510,000 inproject
 
funds wili be useo to funa a U.S. Senior Technical Advisor and a local project
 
coordinator for the entire three years of the grant. The remainder of project
 
funds wili be used for approximately 34 person weeks of technical assistance
 
($130,90u), trainiig costs ($139,650), 36 person-weeks of assistance for
 
policy studies ($138,600), ana project evaluations ($80,850).
 

VI. PROLE)C IMPLEENTATION PLAN
 

A detailed project impiementation scheaule is displayed in Taole 2. The
 
target dates for key project implementation actions are as follows:
 

Project Amendment authorized
 
and Grant Agreement signea August 31, 1987 

U.S. PSC Senior Technical Advisor 
ana ioca± PSLJ Project Coordinator 
contractCi Septenmer - October 1967 

Short-term T contracteu January 1, 1988 

Provision of TA an Training Decefroer 1967 - August 1990 

Perfornance ot Policy Studies April 198b - July 1989 

Evaiuatiol. 
Process May - June 1989 
Fina_ May - June 1990 

PAcb August 31, 1990 

VIi. PCOFUC"NI PLid\
 

Long-tern advisors wili be funded under this Project through Personal Services
 
Contracts. Training, short-term technical assistance and evaluations will be
 
£undea as a pacKage tirouy- an A.I.D. tecnnical'assistance contract with a 
U.S. firm wr.icn wili provide short-term consultants and coordinate the
 
U.S.-cbaseu anu locai training. Consultants may be sub-contracted by this firm 
froji, cooe 94.1 countries. 7the Latin American Training Center (LATC) of 
PiUDO/PEA wili proviue supp-ort for regional and national seminars related to 
poilcy aialoque anu strategy issues. Project resources will be complemented 
where possiuie %.iu, ouier avaiLaOle resources, e.g. LAC Training Initiative 
II, for L.S.-c~se training. 
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The estimated contracting schedule is as follows:
 

Contract U.b. PSC September 1987 
Request for proposals for U.S. Contractor September 1987 
Contract Local PSC October 1987 
Selection of Contractor December 1987 
Start of Contract January 1988 

Among the criteria to select a firm will be: 

- Roster of Short-term Consultants 
- Experience in Latin America 
- Experience in upgrading projects and urban development policies 
- Experience in low cost shelter policy and production 
- Experience in innovative housing finance program 
- Experience in organizing and executing training programs 

(027m) 
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Annex C 

Metnoas of Implementation an6 Financing 

a. Sunirary Ctiart 

Method of Impleryntation Methocd or Financing Approximate Amount 

U.S. PSC for Senior 
'ecinnical Advisor Direct Payment $450,000.00
 

Local PSC Project 
Coordinator Direct Payment $60,000.00 

A.1.D. Direct Contract
 
witn U.S. firi to
 
provioe short-tern, tecrinic&l
 
assistance ax0 training Direct Pay[Ernt $409,150.00
 

A.I.D. birector Contract 

for evaiuationi Direct Payment $80,850.00
 

o. Justiiucation for beL rtures from Preferred Financing Metrioas 

None ot tne proposeu met-,oas of financing departs from the preferred
nmtrioas .isted in Stctior, I.L.i. of trie Paynent Verification Policy 
Inpien-ntbtior Gu.1arnce, cEtei Deces'oar 36, 1963. 

c. Assessriet o 1otz ou.tr; Caa:AiitieE 

vaiaLe tjUa Granttee ir. u,1a Lrciject i, tji Central Bank of Lcuaoor (BCE)
A.1.b. vii uiiuertatc- a±.i. cointractin actions; monitor tLe contract in 
co-orcaTrtiou, wiat, t c LCiZ; c.nu bp:rove all Vyrnent vouctners. Thus an 
evaiutlor, of t:,e pam for contracting, conoaltyCentral jroc<aures 

E-rocrL'ritr,',t al,G Vf'. atoCr, app±icaoie.
; :,t Vor lI sI not 

I concut an t:,c roos& npt:.ocL of li-iLeitentatior. ann financing for this
Pro -c-. . 

RoL,ert iK.CiarK
 
Controller
 

Ui~ b Lcuaoor
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http:80,850.00
http:409,150.00
http:60,000.00
http:450,000.00

