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I. SUMMARY AND RECOMMENDATION

A. Project Title: National Shelter Delivery System Program Grant
B. Project Number:; 51&-0076

C. Implementing Mechanism: A.I.D. will execute a Handbook 3 Project
Agreement with 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. Amount: $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-income families in
urbarn areas throughout Ecuador by increasing their access to housing and urban
services financea ana developed by both public and private sector instititions.

G. Strategy: The hational Shelter Delivery Program provides an initial
funding level of $40 million ($30 miliion Housing Guaranty Loan Funds and $10
million eguivalent GOE counterpart) for home and community improvements and
nortgages for low incone fam:lies. A $1 million grant supports and
complements the 1nltlal lnput of $0 millior. The grant component will be
usea to support proyran. aevelopicent as well as funa tecnnical assistance and
training wnicr. wll. be alfieu &t 1NCLE&SEU private sector participation in
shelter anc service aellver, tor low incone fanilies, consistency in lending
ana resource moclilzetion for snelter ana lmprovenents, ana improvea
inter-1nstitutlonal coordination 1n snelter ana urban aevelopnent.

F. Recommenaatlor: To autnorize & three-year grant component to the
hatilonats Shelter Dellver, Systen Progranm for $1 miliion in piace of the
$350,000 originelly proposec.



II.  BACKGROUNL AND JUSTIFICATION

A. Eackground

The National Shelter Delivery System Program (518-HG-007) was designed to
aadress 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 nome and comunity improvements and mortgage loans
for A.I.D.'s target population, ana grant funds for complementary Program
activities, e.y., to analyze the resource pase of credit institutions; to
promot: ana develop low cost typologies ana project designs; to develop
financial linkages ana secondary mortgage markets; to evaiuate the impacts of
tne Program, etc.

The Program was expectea to finance new shelter units and home or community
service inprovements. The Program design also focused on policy issues
relatea to removing opstacles to financing and production in order to increase
the nousing stock ano relateo services for low income families over the medium
ana longer tern.

Tue HG resources were authorizea in September 1984 ($20 million), October 1984
($5 mallion), anu January 1966 ($5 million). The complementary grant
resources anticCipateu to support implementation of the Progran have not yet
been autnorizec. Tne grant fundea support activities are now needea to ensure
efficient Prograrn. inglenentation, as detaileu below.

E. Irgiementation Status of 518-HG-007

The larastry or Finance, Central Bank and A.1.D. signea the Implementation
Agreement for $30 nallion in HG resources in January 1966. 1In July 1986, the
Central bans ol Ecuawor, tne host country implenentinc agency, established a
Flnancieu Furc for Housing (FFH) and defined the operating parameters and
proceaures for use of tne Func. 1Tne GOL capltalized the FFH with the
equivalent o1 USH < milliorn 1n counterpart resources in October of that year.
To complement wie Lony-teln. nortgage crealt offerea by the Fund, the Central
Bank createu a suppienentary snort-ternm construction loan funa capitalized
withi S/. 2,000 miiilon (approsinately US$l4 miliion).

Tne Central Bank also analyzeu anu prequalifiea one puolic and 51 private
Ecuacorean financiai institutions fer access to the FFH. A round of
orientatlon anu Progran. promotion sessions was conaucted 1n each of the
Central bank's regionair ofrices in 16 cities wiu, the active participation of
private banks, finance companies, Savings anc Loans, crealt unions, the
kcuacorearn Housing Barx (BEV), municipalities, private bullders, housing
covperatlves, ant assoclations of architects anu encineers. To date, the
Central baln ot £iLlhEG aGreenents wlth one puollC ana 2«4 private sector



-3 -

financial institutions to participate in the Program. Eight private
developers have aesigneu or initiated projects totailing about 12,000 hew
shelter solutions for financing under the Program. The Ecuadorean Housing
Bank (BEV) also has about 1,200 new shelter solutions under development for
this Progran.

The GCE 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
gevelopers, UShIL/Ecuador has begun to make contacts with urban development
institutions involved in financing and constructing basic infrastructure and
upgraalng activities in low income neighborhoods. "Eligible shelter
solutions" are broauly cetinea in the HG-007 Program, allowing the Central
bBank to proviae 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 ana facilities related to the place ot residence of Program
beneficiaries.

"New construction options include sites ana services, and roof-floor and
Dasic core awelling units. Improvement options incluce, among others,
NOUSEro.C Connections tu pasic infrastructure, upgrading of on-site
water, sewerage anu eleCtricity, room aaaitions, replacement of damaged
Or WOIT: Naterlals ana lmprovenent of selectea dwelling elements."
(Imzlenentation sgreenent 516-HG-007, Annex A.)

Tne klssion believes that pursuing a broacer sector focus rather than a narrow
"nousinc" one wil. make the Procran. more effective. A larger universe of
potentiar ‘users" ol whe Central Bank Fund wil. affora more opportunities to
responu Creativel, to tne neeus of low-income urban families.

Tnus, for exenjisc, lnirestructure investments by municipalities or the
bcuaacrean wevelopnert bann (BEDE) 1n poor neighborhoods, provision of
LpProveu electric suppiy to marginal areas, upgraaing cf neighborhood access
roaus ana new or 1wngrovea storm/flooa drainage control will be evaluated for
inCiusion as activities eligible for financing.

C. kationale for kxpansion of the Program

When the Progran wae origlnaily designea, it was assumed that the private
Sector Savincs anu Loan Assoclations woula be the principal participants: in
tne HG 007 Progran. Now, commercial banks, creait unions, mortgage banks, and
other financla. 1nstitutions have aceclarea thelr interest 1in participating in
the Prograi. Several paulic institutions also want to develop eligible
activities. Inc Mission velieves tre 007 Program offers an exciting
opporiunity tlC 1i.rove the oecilivery of 1low cost sheiter and services over the
next few yeeare.
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Also, the Mission 1s implementing a sectoral approach in Ecuador which will
increase the effectiveness ot A.I.D. assistance ana expedite disbursement of
assistance funas. Increased emphasis will be placeu on the services and
facilities portion of the aefinition of "shelter solution" descr ibed above,
such as water/sewer connections, provision of electricity, improvements in
neighborhoou access roads, or improved storm-water management.

with the strong interest on the part of both public and private institutions
in the Central Bank Fund and in the new urban development initiative, the
National Shelter Delivery System Program hias become much more conmplex.
Therefore, the technical assistance contemplated in the original Project
design needs to be provided at this time as well as additional technical
assistance tu support the greater number of institutional development and
training activities wnich are underway in the shelter and urban development
sector.

The revised tecunical assistance conponent contenp.lates a long-term senior
technical project advisor ana a project coordinator who, along with short-term
aavisors, will proviue support for policy gesign and dialogue; institutional
gevelopnent support for public ana private institutions that proviade low-cost
shelter ana services; and assistance for stuales of issues wnich have been
ideritifiea as potentiai bottlenecks that impege program implementation ani the
generatior. of local resources for shelter and service activities.

The hationai Shelter Lelivery System Program has enormous potential over the
nealun anc long tern for helping to improve the guality of life of low income
fanalies 1r. mcuawor since it encourages tne active participation of many
alrterent types OI 1nstltutions in shelter related activities. It also
encourages the GO. to cevelop mediun ana long-tern financial strategies that
Wlil nore efiectivesy talget government expenditures for shelter and services
ana 1nCrease private sector capltal movilization for tnese activities by:

1. Increasing support for private developers.

<. AUOressing tne proplems of s.iui neighborhooas more airectly by
financing oasic 1nirastructure,
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III. DESCRIPTION OF PRQJECT ACTIVITIES

The goal of the HG Program of increasing access for low income families
in urban areas througnout rcuador to upgraded and new shelter solutions
remains unchangeu. Wnile the types of activities proposed in the original
technicai assistance plan remain the same, the scope of technical assistance
to be providea has been expanded to address the increase in urban development
activities currently contenmplated 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 technicali assistance component of the project are now $1
ndllion as opposea to the $350,000 contemplated in the original design. The
amendeu project 1s to include the following activities:

A. Frogran Implementation and Support

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

1. Definming policy changes, encouraging the GOE to develop medium and
long-tern financiali strategies tnat petter target govermient expenditures and
lnCcrease private sector capital mobilization for shelter and services for low
income families.

2. Urban Development Policy Formulation, and Program Coordination, with
particular empnasis on tne increased availapility of lana and services for our
target groug.

3. Sectorai coorulnatlon amony the institutions that are directly
responsiole for tne provision or services. ‘Triis snoula result 1n the
packaging of water, sewer anu lanu aevelopient activitles on a sectoral basis
witr, specific targetine of Hu funus for liow income groups.

4. Exploration of reprogramming options ana promotion of flexibility in
Qes1gr. wity, COncentratlol, O sectoral goals ratner tnan specific project
outpute.

b. Tralnlng

Training is an important element of the Project to support the goals of
institutionas development anu creative policy re-examination. Seminars will
proviae a suitacie envirornent for Key policy makers in principal institutions
to examane anu aebate such, 1ssues as 1nterest rates, subsiaies, locational
planning, cost/envirvnnental traceoffs, ana other fundamental concerns which
affect tne sector's resource pase and the efficiency witn which the GOEL and
1Ls private seCtcr can unplement activities whose benetits extend to the urban

poor . ,
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Tne next section of tnis Amendment describes policy strategy studies which
will be undertaken. The results of those studies will provide substantive
topical materiali to support the seminars and workshops, which will serve to
disseminate the results of those stuaies.

Tne Project wili furnisn 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 tripe to visit relevant
projects in the region, and short-term technical training at the national
level.

C. Policy Diaiogue/strategy and Program Development

Policy dialogue ana design of nedium and long terin strategy are integral parts
ot the Mission's shelter ana urban aevelopment program. The essence of the
strategy is to work witn the GOE and the private sector to make the necessary
programmatic, financiai anu aaministrative adjustments in the shelter and
urban service gellvery sector to improve the efficiency ana potential for
becoiing self-sufficient.

A key componen'. of the approach is to move the policy design process beyond
the study stage to tnat or agefining specific policy charges that will most
alrectly help low incone families to acquire shelter and services. This is
cone by gefining e workacle policy agenda ana by re-examining our programmatic
Strategy. Tne ocjectlve nere 1s to encourage the GOE to develop medium and
long tern financiai initiatives that will reduce government expenditures and
lnCrease private sector capital mobllization for low income shelter and
services. 1Inese nust be pasea upon the application of market interest rates
Gna tne princlp.ie of cost recovery.

It 1s evicent tnat the puplic sector's ability to meet the demand for 1low cost
Shelter anc services 1S limitea, SO 1ncentives are belng sought to increase
the private sectur's participation and to make the public sector more
efficient. Ultimately, w.ere neeas tou be a better definition of the
appropriate roies of tne public sector as a facilitator and of the private
finance institutions anu developers as producers.

Finally, an essertia. strategy component is that of a programmatic rather than
& project approach, whicu will package water, sewer and land development
activities on a sectoral basis for the low incone population that is eligible
for HG financing. Tu tre naximw degree practical the program should work
directly witn thie agencles that provide tie services.

Tne Project will pay for several studies to support thls policy dialogue:
* Flnancie: Issues: An inproved uncerstanalng of financial issues is
essentia. fCr WOLKING towaru tne goal ol self-sufficiency 1in the
SNEllElr ueLlvery system. Tne Prolect proposes to assesc the
financia. policles anu 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 of the shelter sector in vying for a share of such
resources in a competitive market.

Inis study will also explore the effects of alternative interest
rate structures on the financial positions of sector institutions
and their ability to generate housing and infrastructure options
attractive to ana affordable by low-income families. A
re-examination of the nationzl savings market from the perspective
of urban/shelter needs will give a better sense of the degree of
match or shortfall and provide a basis for further work to improve
the econonac efficiency of the sector.

Production bottlenecks are insufficiently understooa and the Project
will support an examination of those factors which work against
efficient development of physical outputs by developers, suppliers,
ana small-scale entrepreneurs. Municipal norms and stanaards are a
major hindrance to low-cost project development 1n many parts of the
country tecause they make projects too expensive.

Tne study will look at these problems with & view to furnishing some
constructlve guluance to municipalities, associations of builders,
and infrastructure auchorities which have a voice in determining and
applying stanuaras.

ke part of thls assessment, the Project will examine current
lard-use practices 1n the major urpan areas. Inefficiencies in
existing proceaures for conversion of raw to urbanized land will be
ldentifiec ana recommendations formulated for consideration by
minlcipaliilles, deveiopers, ana others.

broauer urpal concerns anc the involvenent of a larger group of
IRSL1Ttoll0hc. partlclpants proviage & goou opportunity to take stock
of tne current state of affairs affecting the growth and change of
ClTles, evaiuatllG the way some of Ecuacor's major cities operate
anw Maklng recommenaationg, e.g. On measures to 1ncrease efficiency,
promote greater equity 1in tne allocation of pupblic resourcas,
stunulate better uncerstanding of urban growth/environmental
interfaces. Accoraingly, the Project will funcé an Urban Development
Assessment to:

a. laertify major urpan issues facing the GOE;

L. Identify potential areas of project involvement in urban and
municipal activities, which go beyond tradgitional shelter
programs ana strengtnen tne delivery of sevices to A.I.D.'s
target population. Tuis is essential since urban infrastructure
polic, 1S an 1nteyral component of snelter ana service aelivery
prograns;
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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. Tnis 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 ot 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 strateyy 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 be carried out so that modifications can
be mage in the current HG Program, as needed, and broader applications be
developed for tne Fund. Mia-cycle and ena-of-Project evaluations will be
carriea out; tne general Sector evaluation will be part of the latter.



IV.  PROJECT ANALYSES

A. Technical Analysis

Strengthening the shelter delivery system in Ecuador will require
institutional change, which is generally a slow and complex process. The
housing program in Ecuador uses both capital inputs ang technical assistance
and training to encourage such change. A.I.D. has been successful in
employing capital resources from the Housirg Guaranty Program and
complementary grant resources to keep open a constructive dialogue with the
GQE on housing issues. &is in the past, HG resources will continue to finance
part of the capital cost of activities to improve the living conditions of low
income urban famiiles, and grant funas will Support assistance to the
institutions that participate in the Program ana help sustain the A.I1.D.-GCE
policy dialogue.

The long term goai of improving living conditions for low-income families, and
of aoing so by involving more organizations which can make important
contrioutions to the Sector, remains unchanged. Again, it is important to
note that while the $30 million in loan funds whicn A.I.D. brings to the
Sector tnrough tie 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
cnanges aeveloped, 1ntroaucea ana Supportea by the Program which will have
majer long term benetits for the country.

1. 'Technical Assistance

In the past, the private housing finance institutions in Ecuador, i.e., the
Savings anu Loan ASSOCiatlons ana commercial panks, have not worked with low
income faniiles. e SsLe have tended to serve upper-miadle income clients,
ana the commercial banks have financea mainly high cost housing. Entering the
low income market invoives Some uncertainties ana perceived risks, as well as
changes 1n operaticnal Proceaures. For example, establishing the
Crealtworthiness oi low income fanilies may require aifferent tecnniques than
trose usea for nigner incone groups. Marketing and collections are also a
concern for tnese irstiluticle.

In additior., nost brivate finance institutions are trying to adjust their
operations to new financial circumstances in tne aftermacn of deregulation of
financial markets by the GOE. Recent tecnnical assistance to the SgLs
iricateu that seven of tne eleven associations are interested and qualified
Lo participate in the HG Program, but that several require help in developing
thelr resource rase. lechnical assistance will be proviaea to these
institutions in financiay analysis and portfoiio Management so that they will
be better acle to generace new resources ana finance shelter for low incoine
families over tne medium anc long term.

Consiceravle snort-tern, tecrinical assistance will be reguired to support the
institutions palllClpating 1n the Progran, including those institutions
Carrylng out more traaitionally-aefineq "shelter" programs ana the cnes
pertornine w.e new "urcan aevelopment" activities. Srort-terr consultants
W1ll G180 Calry out Studle: ang analyses to support tne Program, as aescribed
earller.
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1n addition to working with: institutions wnich are qualified ab initio to
discount their sector investments with the Central Bank, some technical
assistance will be focusea on institutions (such as credit unions ana
cooperatives) which currently cannot participate because of legal and other
constraints, but wnich have considerable potential for channelling resources
into activities of benefit to low-income urban families. Techniral assistance
will be usea to aevelop workable linkages between individual credit unions and
housing cooperatives and finance institutions which are qualified for the
Program. Hmphasis wile pe placea on developing practical solutions to
obtaining access to Program resourqges, rather than on revamping the financial
ana legal structures ot credit unions ana cooperatives in Ecuador. To the
extent possible, Project resources will be supported by centrally-funded
4.I.D. projects wnicn support cooperative ana credit union aevelopment.

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

<. 1ralninc

Training is closely related to technical assistance in that many training
neeas will pe laentifieu i1 tne course or technical assistance activities.
However, training is here presenteu as a separate component since it will
encompass participating institutions whilch au not receive technical assistance
airectly, For example, tralning activities are plannea in marketing and
collectlons, anu these excercises will involve botn tne private and public
sectors.

Tne most important use of training will be in the development of the
A4.1.D.-Gur pollc, AQialogue. wOrksnops anu seminars wili be usea to
alsseninate tne finaings of various policy stuales ana to provide a forum for
ailscussion of conciusions anu recommendations.

b. Financilal/bcononic Analysis

Trhie financial ana economic analyses for the HG Program (516-HG-007) remain
unchangea. Financial anu economic aspects ot the grant portion of this
project are aiscussea below:

Financlal Analysis. Tne grant component of the National Shelter
Delivery Systel. Prograi. 1s not (ana is not intenaea to be) revenue-producing.
The grant component supports tne implementation of the larger AID/GOE shelter
program, proviaes a roru. tor solving problems shareu by the interested
organizations, provicec tiie Mlssion with & critical degree of assurance that
the loan tunus autlhiorizeu tor the Progran are employeu for the purposes
intendea, anu ensures that Wie experience accunulateu during the Program is
recoraeqa, Syntieslzed, ahu retalnew for future use. Given the iarge amount of
counterpart funulny pelne proviaeo in conjunction with the HG loan, no GOE
counterjsart 1i regyulrew as palt OL the grant altnougn every effort will pe




- 11 -

mage to optain local contributions for the training activities that are
carried out. The extent of counterpart funding under the HG component of this
Program is aiscussea 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.

Participating institutions will also provide counterpart resources. The share
of internal resources useu for lending, up to 15 percent aepending on the
level of discount, represents institutional counterpart funding. If all loans
were to be mace 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 share woula be reduced to
$3.7 million. The estimatea level of participation is $7.1 million.

A thira source of counterpart funding is the aownpayments of beneficiarics.
Tne requirements for cownpayments will vary depending on the policies of the
primary lencer, the type of loan, ana the savings capacity of the
peneficiaries. However, almost all representatives of lending institutions
nave lnalcateu tnat aceguate levels of aownpayments wil: be available.

Economic Impact. More than 500,000 low-cost housing units are needed in
kcuaaor's urpals areas. Puplic sector proauction meets only a small percentage
ot tnis neea, aces so inefficiently, anc largely ignores the needs of the
majority ot low income tanilies, who cannot affora the least costly unit
marketea vy tne BEV. 1Ine aggressive entry of the private sector into the
pusS1nNess ol pruvicing low-cost snelter ana services can uo muct: to address
these needs ana free the BEV to focus on the indigent, where public sector
attention nore projperly snoula be placea.

HG resources alone are not sufficient to ensure that private sector
institutions will enter tne low-cost housing market, nor are tney sufficient
to make & aranatlc impsct on tne deficits mentionead above unless considerable
levers of local resources are also channelea into shelter ana services for low
income familiesc. Private finance institutions also will need assurances about
enteriny tne LOw COSU LOUSING harket, e.g., eviaence that such lendaing has
been successful in other countries as well as assistance in adapting their
proceaures ana systems. The origilnal design estimatea that 6,000 new units
ana 10,000 home ana conmunity improvement loans woula be financea. Currently,
developers have laentifieu projects witn almost 12,000 units, twice as many
new units as originally estimatea for tne HG Program. Grant resources will
refine tne project aevelopment anu quallfication process to assist meeting the
Program's objectives of involving the private sector and serving the urban
poor. Tne ftunas wili also e useu to analyze the national savings market and
to explore/iaentify means to remove obstacles to channeling adaditional local -
resources 1nto the proauction of shelter ana services for low 1ncome urban
fanilies.
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C. Social Sounaness Analysis

The crant financea component supports the effective inplementation of the
Central Bank Nationai Shelter Delivery System, which will be of direct and
immediate benetit to low-incone families receiving better housing or

services. Indirectly, a much larger universe of families will receive
benefits over the long term as more institutions fina it profitable to provide
shelter and services to poor urban families. The social soundness of the
activity was establisued in the approval of the 518-HG-007 loan and that
analysis remains valia at this time.

D. Environmental Considerations

Training and technical 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 from the General Proceaures contained in section 216.3. Conseguently
no further environmental review of this project is necessary.

E. Administrative Analysis

In the past, the Mission has directly implementea the grant
components of its HG Program througn a series of obligating contracts and
grants. Tnis has createa an unaue administrative burden for the Mission and
severely limiteu the Mission's ability to modify project assistance in
response to chnarglin, Clrcustarces. This approach is no longer acceptable to
the Missior.

Tre alternatilve preterrec by the Mission is to obligate the funds to a single
entity. Given the multiplicity of puplic ana private organizations involved
in the HG-supported creult line, tnere is only one obvious choice: the
Central Bank, wnicr has establishea ana will manage the Financial Fund through
whicr the discounts wiil take place. Tne Mission dia consicer alternatives
(Ministry of Finance, private Ecuadorean firms, the Superintendent of Banks,
the National Monetary Board), but for various reasons it was concluded that
tne Central Bank 1s tne rignt ana proper choice as Grantee. Foremost among
these reasons was the Central Bank's demonstratea ability to participate
effectively 1n such programs.

Thus, pursuant to the Project Agreement Signea with the Central Bank, the
Mission, on behalf of the Central Bank, will enter into the contractual
arrangements neeaea to ensure provision of the technical assistance elements
for the efficient implementation of the Program. Two Personal Services
Contractors (One U.5., anu one local) will be hirea to provide full-time
progran, coordination during the life of the Grant. The Mission will contract
with a U.S. firm to provide the bulk of the short term services required to
acaress specific proolems and coordinate training. The U.S. firm will
subconcract witn a suitable Ecuadorean organization for those elements of the
Prograr, wnich can effectively be administereu and coordinatea locally. This
sub-contractual arrangenent will ensure tiat to the degree possible skills
transter anu numan resource development will take place to benefit the
Ecuadorean sul~contractor airectly.
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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 subprojects will be initiatea with A.I.D. funds without prior
A.I.D. approval. Tne committee will also become involved in such issues as:

- selection of training topics

- igentification of institutions ana technical or administrative
candidates for training

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

- aesigning and carrying out evaluation of the precgram.

This approacn meets a number of important tests:

* A4S the institution implenenting the HG-tinancea program, the
Central Bans 1s an appropriate channel for the package of assistance
wnich 1s part of tne Mission's participation in the sector.

= Contracting the assistance package as describeda above will give
tre Mission one central point of control/ accountability for the
managerent of the Project, altnough several types of assistance will be

calleu for.
*  iSo10nL lWoLVenent in the detailed administration of the
Project -- contractine for short-term technical assistance, training,

ate - L b NMALIL Y (L
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V. SUMMARY COST ESTIMATE AND FINANCIAL PLAN

The total cost of the Grant portion of this project is estimated at
$1,000,000, of which approximately $145,000 will be for local costs. The
detailea project buuget displayed in Table 1, shows that $510,000 in project
funas will be useu to funa a U.S. Senior Technical Advisor and a local project
coorainator for the entire three years of the grant. The remainder of project
funas will be usea for approximately 34 person weeks of technical assistance
($130,90u) , training costs ($139,650), 36 person-weeks of assistance for
policy studies ($13&,600), ana project evaluations ($80,850).

VI. PROJECT IMPLEMENTATION PLAN

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

Project Amenament authorizea
anad Grant Agreement signea August 31, 1987

U.S5. PSC Senior Technical Advisor
ana loca. PSC Project Coorainator

contracteu Septenwer - October 1967
Short-term Tmn contracted January 1, 1988
Provigion of T4 ana Training Decenwer 1967 - August 1990
Perfornmance ot Policy Studies April 198& - July 1969
Eveluatlol,

Processe May - June 1989

Fina. May - June 1990
PACL August 31, 1990

VI1. PROCURL L PLal

Long-term advisors wili be funded under this Project through Personal Services
Contracts. 1TIraining, short-term technical assistance and evaluations will be
fundea as a package thirough an A.I.D. technicalvassistance contract with a
U.S. farn wnicn will provide short-term consultants and coordinate the
U.S.~-vaseu anu local training. Consultants may be sub-contracted by this firm
fron coae 941 countries. The Latin American Training Center (LATC) of
RHUDO/PSis will proviue support for regional anc national seminars related to
policy alalogue anu strategy issues. Project resources will be complemented
Where possiiule wil, oler avallanl€ resources, €.¢. LAC Tralning Initiative
11, for U.S.-waseu training.
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The estimated contracting schedule is as follows:

Contract U.5. 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:

(0257m)

Roster of Short-term Consultants

Experience
Experience
Exper ience
Experience
Experience

in
in
in
in
in

Latin America

upgrading projects and urban development policies
low cost shelter policy and production

innovative housing finance program

organizing and executing training programs


















Annex C

Metnoas of Implementation and Financing

Sunmary Chart

e
Metnoa of Implenentation Methoa of Financing Approxinate Amount
U.5. PSC for Senior
Technical Advisor Direct Payment $450,000.00
Local PSC Project
Coorainator Direct Payment $60,000,00
A.1.D. Direct Contract
witnh U.S. firm to
proviae short-tern technical
assistance ana tralning Direct Payment $409,150.00
A.I.D. Directcr Contract
for evaluatiorn Direct Payment $80,850.00
o. Justirication for Departures from Preferre¢ Financing Methoas
one of tne proposec metnoas of financing departs from the preferred
metnoas listed 1n Section I.A.3. of tne Paynent Verification Policy
Implenentation GulaarcCe, cated Decenmer 30, 1963.
C.  Assegsnelt of tost Country Cenanilities
While tue Grantee 1 tuls project ie the Central Bank of Ecuacor (BCE),
A.l.b. wlle ungertake all CuintraCtlng actlions; monitor the contract in
Co-Creliatlui, with the MCL; enu approve all payment vouchers. Thus an
evaluation of tie Centreal baiw proceaures for contracting, commoalty
Frocureicnt anG peliieit VeritlCetleln 1$ not appllcacle.
1 concur 1n the proposes netioue of anglenentation anc financing for this
Prosect. —_—
%m\
Rorert K. Clark
Controllier
UaAll Bcuaaor
(0289nm)
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