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PREFACE
 

This manual is one of a series of occasional papers prepared by the
 

International Division of the Foundation for Cooperative Housing. 
The
 

series focuses on the programming, planning, development, and evaluation 

of integrated shelter programs for low-income people in developing countries.
 

Preparation of these papers is funded by the U.S. Agency for Inter

national Development through a Development Program Grant and a number
 

of Operational Program Grants. The Development Program Grant enables
 

FCH to develop improved shelter strategies to serve the "poorest majority" 

among the populations of developing countries. Programming and planning
 

work under the grant concentrates on three areas: 
 new financing techniques,
 

self-help construction methods, and multi-service cooperative systems. 

The Operational Program Grants fund FCH technical assistance in the im

plementation of shelter programs in 
a number of developing countries. These
 

programs emphasize cooperative and self-help techniques and are designed
 

to demonstrate improved methods by which the urban poor may obtain better
 

shelter and community services and to stimulate changes in the shelter 

policy of local institutions in developing countries.
 

This manual presents an approach for the planning and implementation
 

of a home improvement program for low-income families living in 
a minimum
 

shelter project that was developed for and tested in a pilot home improve

ment program carried out by the Housing Bank of Nicaragua (BAVINIC). The
 

pilot project was directed at the residents of the four Las Americas
 

communities built to house people left homeless by the earthquake that 

struck Managua in December 1972. 
 Funded by an AID grant, the Las Americas
 

communities were built following that tragic disaster and provided the 

homeless families with provisional shelter immediately. Urban infrastructure
 



and community services were later provided through AID loan programs, and 

connunity improvement activities, including the AID financed home 

improvement program, are still underway. 

FCH provided the services of Charles Van Fossen to BAVINIC to
 

assist with its pilot home improvement program from 28 January 1977 to
 

30 April 1978. Mr. Van Fossen is an architect/engineer with several
 

years of experience of working with shelter programs for poor families
 

in developing countries. Other FCH technicians also contributed to the
 

Las Americas Program including Craig Noren, Architect, Pablo Jaramillo
 

Financial Management Specialist, and Wallis Westwood, Community Develop

ment Specialist. 
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INTRODUCTION
 

Recognizing that "housing deficit" consists not simply of an
 

absence of houses, but rather primarily of shelters which are too small
 

and/or inadequately constructed or serviced, home improvement provides
 

a logical, low-unit-cost means of reducing the total deficit.
 

Experience has shown that by supplementing existing facilities,
 

many low-income families receiving relatively small amounts of home
 

improvement credit can substantially better their shelter conditions
 

and remove them from the "deficit" classification.
 

Low-income home improvement programs may be undertaken in two
 

major areas: 1) among residents of formal minimum shelter projects
 

(such as sites and services, core housing, or provisional, "emergency"
 

housing); or, 2) among families cf existing neighborhoods with low

quality housing. This manual will treat in detail only the first case,
 

leaving an in-depth presentation of the latter type for a subsequent
 

manual.
 

Home improvement programs may take diffetent forms in reflection
 

of such variable factors as funding conditions, target market character

istics, executing institution organization and capabilities, alternative
 

home improvement credit sources, etc. The objective of this particular
 

manual is to present in detail ONE procedural form which was found to
 

be effective in the execution of a successful pilot home improvement
 

program in Managua, Nicaragua -- a procedure which could be applied
 

under what are believed to be commonly encountered, similar circumstances
 

in other countries,
 

lii 



FCH International, Inc., provided technical assistance tu the Banco
 

de la Vivienda de Nicaragua (BAVANIC) in the planning, programming and
 

implementation of a pilot home improvement program. 
FCH assisted
 

BAVINIC with the establishment of the Executing Unit responsible for
 

the program Mejoramiento Habitacional (MEHAB); the training of the
 

office and field personnel of the unit; the preparation of the corres

ponding forms and documents; etc. The pilot program, which was financed
 

by AID and located in four minimum shelter projects developed by BAVINIC 

for the victims of the 1972 earthquake, serves as the model presented 

in this manual and from hereon will be referred to simply as the MEHAB 

Program, 

Naturally, for other countries, the procedures, forms and documents
 

presented herein would have to be modified to reflect the specific
 

nature of the executing institution, local laws, building codes, customs, 

etc, However, assuming that in most cases a modification of an existing 

form is more easily completed than is the design of a new form from its 

conceptualization, and further, that necessary modifications will not
 

be substantial, detailed examples of model forms and documents used in
 

the MEHAB Program are included in this manual.
 

iv
 



A. Rational for a Home Improvement Program
 

for Low-Income Families
 

1. 	A Market Exists for Home Improvement Credit
 

To justify instituting a home improvement program for low income
 

families, a "market" must first exist. A "market" exists if the
 

following five conditions are satisfied:
 

1) Income or cther eligibility criteria
 

2) Need for home improvement
 

3) Capacity to pay for home improvement credit
 

4) Investment guarantee for financing institution
 

5) 	Demand for home improvement loans among those families
 

satisfying the previous four conditions.
 

Because of the very nature of the minimum shelter approach to
 

resolve one of the basic needs for low income families, the first two
 

conditions are normally met automatically by all participants of such
 

projects. (The projects are intended exclusively for low-income families,
 

and the 'services" or "cores" initially provided do not necessarily con

stitute "completed" shelter units.)
 

Because such projects are also normally massive, the design varia

tions within a project are often non-existent or limited. The standard
 

shelter unit is, of necessity, designed to correspond to the capacity
 

to pay of the lowest end of the eligible income range for project parti

cipants. Some families, therefore, enter their housing unit with a
 

"surplus" capacity to pay, while other families qualify with the minimum
 

income criteria. However, in both cases, becuase of their low income
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levels, these project families generally do not have access to conven

tional credit to improve their basic units to better satisfy their
 

shelter needs. This means that either:
 

1) Permanent home improvements must be carried out over ex

tended periods, during which construction costs continue
 

to increase and no benefits are derived from the owner's
 

investment in the deteriorating improvement under construc

tion, or
 

2) 	Scarce resources must be invested in a provisional improve

ment which provides limited benefits for a limited time with
 

no substantial permanent increase in property value, or
 

3) 	Construction financing must be sought from "informal" 
sources
 

which charge usurious interest rates, or
 

4) The families must continue to live in crowded or otherwise
 

undesirable conditions which, although very probably an
 

improvement over their previous, pre-project situations, are
 

still less than satisfactory.
 

These project families with a capacity to pay in excess of their
 

purchase obligations on the minimum shelter unit have satisfied the
 

first three of the five conditions which constitute a low-income home
 

improvement program market.
 

The fourth market condition, "Investment guarantee for the financ

ing institution," may be provided by the very property to be improved.
 

The financing institution holds the property title in a lease-purchase 

agreement with the occupant, or the mortgage on the property sold to the 

occupant. The Borrower, in his home improvement loan agreement, places 
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his 	property rights in guarantee of the loan contract. All potential
 

Borrowers, having satisfied the first three conditions of market,
 

thereby fulfill the fourth condition of being able to offer adequate
 

investment guarantee to the financing institution.
 

The fifth and last condition of market is simply a question of
 

interest on the part of eligible, potential program participants.
 

Direct manifestations of interest in home improvement, such as families
 

building provisional extensions on their basic shelter unit and/or
 

slowly stockpiling construction matericls for future construction, are
 

evident in most minimum shelter project sites, The MEHAB Program
 

showed the existence of an overwhelming demand for home improvement
 

credit among the eligible minimum shelter project residents,
 

(Within 10 months of beginning the MEHAB Program activities on the
 

first project site, 58% of all project families had completed loan
 

requests.)
 

In summary, it is very likely that a substantial home improvement
 

loan market exists among the participants in most minimim shelter
 

housing projects.
 

2. 	Home Improvement, an Effective and Efficient Method to Reduce the 

Housing Deficit 

Home improvement among the market defined above has been found 

to be an effective and efficient means for reducing housing deficit. 

In minimum shelter projects, with the land tenure problem resolved 

and the basic services provided, most families can expand and/or
 

improve the quality of their shelter unit sufficiently to remove it
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from the "housing deficit" classification with a relatively small home
 

improvement loan.
 

Furthermore, the procedures of the home improvement program
 

presented herein allow each home improvement to be tailored to the
 

specific needs and desires of each borrower. This program flexibility
 

provides the following benefits: 

1) By being responsive to the specific needs and desires of
 

each Borrower, the program market is broadened.
 

2) The inherent architectural design flexibility oi 
the program
 

helps the project community to more quickly evolve out of
 

the monotonous, look-alike appearance characteri.tir of most 

massive minimum shelter projects. 

3) The Borrowers will be more content with the end product
 

which they themselves have chosen in direct efficient
 

responses to their wishes--no obligation to accept "package"
 

improvements or select from a few "canned" design alternatives
 

when in reality, the possible design alternatives are equal
 

in number to that of the participant families.
 

Upon initial analysis, it 
was found that the construction costs
 

per unit area of improvements resulting from the MEHAB Program were
 

actually considerably (as much as 46%) lower than those of large, mass

produced, contractor-built, low income projects of comparable construc

tion type and quality financed by the BAVINIC.
 

This low unit construction cost was probably attributable to the
 

fol lowing factors:
 



-5

1) 	The direct administrative costs for MEHAB Program execution
 

were surprisingly less in relation to construction costs
 

than those of other low income housing projects of BAVINIC.
 

2) Home Improvement design, being an integral service provided
 

by the MEHAB Program, eliminated the design consultant fees
 

normally charged to other housing projects.
 

3) The construction phase, being essentially Borrower-managed,
 

included no Building Contractor's "construction management"
 

costs.
 

4) The small independent Builder, being selected and contracted
 

directly by the Borrower (normally from the community), very
 

probably operated on a zero r near-zero profit margin, thus
 

avoiding normal (or excessive) Building Contractor profits.
 

5) For the same reason, Building Contractor's overhead and
 

supervision costs were likewise avoided.
 

6) 	The salary of the Builder contracted by the borrower were 

probably paid less than that paid to the organized labor 

forces of the larger b'.ilding contractors. 

7) 	The daily construction inspection service provided by the
 

Program Insoectors, combined with the full-time, on-site,
 

personal-interest supervision by the Borrower, eliminated
 

the need for traditionally-contracted Inspection Consultants
 

and 	their corresponding costs.
 

8) 	Even if only in concrete forming or scaffolding wcrk, some
 

building materials salvaged from the existing shelter could
 

often be utilized in the home improvement.
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9) 	Through friends of relatives, the Borrowers could sometimes
 

acquire materials, labor, or materials transport at lower-than

normal rates.
 

10) 	 Borrowers, or members of their families, formally or informally,
 

often assisted the contracted Builder, thereby reducing somewhat
 

the labor costs officially charged to the loan project account.
 

It appears than that the economies of scale assumed to be reaped
 

in large contractor-built projects may be more than counterbalanced by
 

the combinations of the aforementioned ten factors contributing to the
 

low unit building costs of the home improvement approach.
 

Because the Borrowers usually select their construction tradesmen
 

from among acquaintances, friends, or relatives of the community, and
 

because these small, independent builders usually hire their unskilled
 

helpers in the same manner, a home improvement program may generate 

substantial employment opportunities among the executing institutions' 

minimum shelter project residents.
 

The MEHAB home improvement loans, in addition, often seemed to act
 

as catalyst in 3 broader home improvement process. With the formal
 

construction work completed, the residents often began cleaning the
 

areas arcwid their houses, planting flowers, painting fences, or beginning 

otner types of labor-intensive, low-cost improvement activities which
 

had not been undertaken during the prior years of having occupied the 

unimproved shelter unit. 

The relatively short home-improvement loan terms (I to 10 years in
 

the MEHAB Program) combined with interest rates higher than those of
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many low-income housing p-ojects (9 3/4% in the MEHAB Program) means
 

a more rapid "reflow" for reloaning and the corresponding greater impact 

on the housing deficit.
 

3. Home Improvement Can be Efficiently Executed
 

Like the economy found in the unit area construction costs of the
 

MEHAB Program, a similar efficiency was experienced in the Executing
 

Units' operational costs. (This efficiency allowed the MEHAB Program
 

to be completed in one-half the anticipated period and at one-third the
 

projected costs.) By the completion of the MEHAB Program phase, it was
 

clear that a staff of 13 (operating from a 30-square-meter office space)
 

could manage a $2,240,000-a-year program at a direct cost for personnel
 

and office supplies equal to 4% of the value of the construction loans
 

disbursed -- a respectfully low ratio considering that program promotion,
 

loan request processing, home improvement designs, cost estimating,
 

loan analysis, contract preparation, loan disbursement, financial
 

control, design and contract modifications and complete construction
 

inspection and control were among the wide range of services provided,
 

(During this same period, other more-traditional, massive, low-income
 

housing projects being completed by BAVINIC bore a considerably higher
 

cost ratio even though they encompassed fewer execution activities,
 

These direct MEHAB operational costs were broken down as follows: 

Program management 15.5% 

Program promotion 29.8% 

Program administration 13.3% 

Construction inspection 39.3% 

Personnel 97,9% 

Office supplies 2.1/ 

TOTAL 100,0% 
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Because the home improvement approach described herein may commence
 

operation with as few as 
four 	staff (Project Manager, Promoter, Loan
 

Official, and Construction Inspector), and because the magnitude of
 

program activities may easily be adjusted to changing or shifting loan
 

demand by varying the number and/or location of field staff (Promoters
 

and 	Construction Inspectors), a home improvement program may be mounted
 

without heavy initial institutional commitments to personnel, equipment,
 

land 	purchase, design consultants, building contractors, etc,
 

In addition, the home improvement monies committed to construction
 

provide almost immediate benefits for the Borrower and reflows for the
 

Executing institution; there are no completed empty units waiting to be
 

delivered to the institution or assigned or sold to occupants. Home
 

improvements are products in response to a 
market, not products in search
 

of 	a market, 

4. 	 Home Improvement May Form an Integral Component of New Minimum 

Shelter Projects 

The type of home improvement program presented in this manual may 

be initiated in existing minimum shelter projects of the Executing Insti

tution, (as was the case in BAVINIC), but it may also be included as an 

integral component of new minimum shelter projects, thereby providing 

the following benefits: 

1) 	The lowest-income families can be reached by providing a single,
 

least-expensive, minimum "start off" design. This may be a 

serviced lot, a lot with serviced sanitary core, or whatever
 

other design which corresponds to the capacity to pay of the
 

lowest income families within the project's target market.
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2) 	By combining the minimum "start off" design, e,g,, a lot with
 

serviced sanitary core with the variable home improvement
 

credit program, a project flexibility emerges which permits a
 

wide range of "start off" options conforming to each individual
 

participant household's situation.
 

3) 	Participating families are provided a ready credit mechanism
 

for steadily improving their shelter conditions as their econom

ic capacities allow.
 

4) 	The construction of the permanent shelter through the home
 

improvement approach permits each family to design its home
 

to its specific needs and capabilities.
 

5) 	The lower construction cost per unit area probably achieved
 

through the home improvement approach passes building economies
 

on to the low-income project residents.
 

6) 	The comparatively-expensive, contractor-built work is limited
 

to project urbanization and construction of standard sanitary
 

cores,
 

7) The Executing Institution, by minimizing the contracted work,
 

can place lands it may have into -se at a relatively low cost
 

per family served.
 

8) The home improvement loans, which will probably bear higher
 

interest rates and shorter ternms 
than the lot purchase contracts,
 

provide a larger, more-rapid Yeflow, thereby benefiting more
 

families with new loans,
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According to their own needs, wishes, and capacity to pay, partic

ipant families may enter the Project by either 
1) providing their own
 

provisional shelter, 
2) receiving financing for a provisional shelter,
 

or, 
3) receiving financing for the construction of a permanent dwelling
 

unit. (See Annex 1.)
 

In all three cases, the participant family has the option, during
 

a specified period, to request home improvement credit up to a maximum
 

amount set forth in the program guidelines.
 

B. Designing a Home Improvement Program
 

1, General Program Guidelines/Objectives
 

The following general home improvement program guidelines/objectives
 

are considered to be desirable and have been adopted as 
home improvement
 

program design parameters for the procedures presented in this manual:
 

1) To direct the program benefits to the families of the lowest
 

possible income levels and greatest shelter improvement needs.
 

2) To eliminate program dependence on subsidies of any kind,
 

3) To minimize direct Executing Institutional involvement in
 

actual home improvement construction.
 

4) To maximize program participant involvement in design determin

ation, selection of suitable loan conditions, and management
 

of project construction,
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2. General Program Development Procedures
 

The general program development flow diagram of Annex No, 2
 

illustrates one logical sequence which may be followed in setting up
 

and putting into operation a home improvement program. Following are
 

additional 
comments on some of the individual program development
 

activities identified by the numbers assigned to them in the diagram
 

of Annex No. 2.
 

Activity No, 2; The "Core" personnel are considered to be persons
 

authorized by the executing institution to define principal
 

program policy, and should include the Program Advisor (if
 

there is one) and the individual selected to serve as
 

Program Manager.
 

Activity No, 3: "General Program Objectives" may be, for example:
 

"To provide $1 million of small (not to exceed $1000) home
 

improvement loans to residents of this institutions' minimum
 

shelter projects whose monthly incomes do not exceed $60 per
 

household member; -- to complete construction of all projects
 

within 18 months from this date; -- to limit execution costs 

to a maximum 12% of total loan values; etc. 

Activity No. 4: "Fixed" program parameters may be: Institutional 

regulations, non-negotiable conditions emanating from a program 

loan agreement, regional building codes, a maximum program 

operating budget, controlling national loan contract laws, pre

determined institutional policy guidelines with respect to home 

improvement activities, etc.
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It is essential that these overriding "fixed" parameters be 

clearly identified before proceeding to specific program 

design details.
 

Activity No. 5: Once general program objectives have been es

tablished, data collection and evaluation procedures and forms 

can be designed to measure actual program performance against 

program goals. (Some examples will appear later in this manual.) 

Activity No. 6: With both general program objectives defined and 

"fixed" program parameters identified, the operational form of 

the program may now be designed. (A graphic representation of
 

the MEHAB program general operational form is illustrated in
 

Annex No. 3.)
 

Activity No. 7: To better assure that the program design take fully
 

into consideration the characteristics of its "target" market, 

field surveys may be profitably conducted simultaneously with 

activity no. 6. 

Activity No. 8: Determining the operational form of the Executing 

Unit is essentially determining the type of personnel required 

to carry out the operational activities identified in Activity 

No. 6 and defining their administrative interrelationships. A 

suggested organizational diagram for the Home Improvement Program
 

Executing Unit is shown in Annex No. 4. The operational activities 

and desirable personnel qualification for each position are
 

detailed later in this manual.
 

Activity No. 9: Because the program home improvements are not to be
 

restricted to specific designs, it is necessary to establish the
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design parameters to be adopted in designing proposed improve

ments and in controlling construction quality. These para

meters may be contained in building codes with which the program
 

constructions must comply, or, in the absence of such guidelines,
 

the executing institution must determine minimum acceptable design
 

and construction standards appropriate to the project regions 


(such as; minimum set-back requirements, maximum constructed area 

in relation to lot size, reinforcement requirements in concrete
 

columns, minimum thickness of masonry bearing walls, etc.) 

Because of the low-income, limited cost ndture of the improvements, 

these standards are normally simply and quickly defined. 

Activity No. 10: Having determined the program production goals, time 

tables, operational form and administrative organization, it 

should now be possible to propose the corresponding program budget. 

Activity No. 11: In addition to the already working Program Manager
 

and Program Advisor, the key personnel to be assigned are: the
 

Head Promoter, the Chief Construction Inspector, and the Loan
 

Official.
 

Activity No. 12: With most training of personnel to be conducted "in 

the field," "inprocess" utilizing actual program forms and 

documents, few, if any, additional training materials should be 

requi red. 

Activity No. 13: Principal equipment required for the execution of 

the home improvement program is minimal:
 

Project Manager: Calculator, file cabinet and camera.
 

Loan Official: Desk calculator and fire proof file cabinet.
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Promoters and Construction Inspectors: Pocket calculator,
 

10-meter tape measure and briefcase.
 

Depending upon available transportation and project sites
 

locations with respect to Program office, a vehicle may also
 

be needed.
 

Activity No. 14: To avoid the necessity of submitting each and every
 

proposed home improvement design to the controlling building
 

agency for approval, it may be possible (as it was in the MEHAB
 

Program) to acquire a blanket approval for the program construc

tions which the Executing Institution guarantees will conform
 

to the minimum designs and construction standards submitted 

for building agency approval. 

Activity No. 15: With the operational form of both the program and 

the Executing Unit designed and the key program personnel assigned,
 

all of the corresponding forms and documents needed for executing 

the program activities can be prepared and submitted as required 

for the approval of the Executing Institution. (numerous examples 

of such forms and documents are included throughout Section C.,
 

How to Execute a Home Improvement Program of this manual.)
 

Activity No. 16: To assure that program promoters and Construction 

Inspectors, as well as program participants and their builders, 

understand and comply in their work with these imperative tech

nical design and construction guidelines, and to assist Promoters 

and Inspectors in their costs and materials estimating, corres

ponding worksheets, field manuals and handouts may be prepared. 

Annex No. 5 illustrates the procedure to be followed in preparing
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these materials and model examples are referred to in Section 

C of this manual. 

Activity No. 18: Because the nature of the program allows it to 

commence slowly and easily expand its activities in response 

to growing market demand, it is suggested that only the minimum 

of Executing Unit personnel be assigned at the beginning, (per

haps starting with only the Chief Promoter, Chief Construction 

Inspector, and the Administrator.) The smaller staff simplifies 

the initial training process (which is best conducted individually 

or in small groups in the field) and allows the execution and
 

evaluation of the pilot test phase to be less-cumbersomely
 

completed. 

Activity No. 19: Before commencing the test phase of the program 

(during which time all program personnel undergo field training), 

round-table sessions involving all program staff should be con

ducted to clarify program objectives and discuss any questions 

which may arise. During this same "in office" training period, 

newly-assigned field and supporting staff should be explained
 

the purpose and use of the procedures and forms designed for
 

utilization in their related program activities. Under the 

guidance of the Program Manager and Program Advisor, the "section 

chiefs" (Promotion, Construction, Administration), who have 

participated in the preparation of the procedures and forms 

corresponding to their sections, may now handle the orientation 

of other new staff members before their going into the field for 

further practical training. 
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Activity No. 21,22,23: Execution of the trial phase provides 

the first real opportunity to put the program theory and
 

assumptions to test, testing which requires simultaneous
 

observation, data collection and evaluation.
 

Under the direct supervision of the Program Advisor, program
 

personnel receive their practical "in-process" training during 

this trial period. Subsequent training of new field personnel
 

will be the responsibility of the respective section chiefs.
 

Activity No. 24: 
 Based on the experience and experimentation of the
 

trial phase, program procedures, forms and documents are
 

modified as needed. This program development activity should
 

involve the full participation of all Program staff.
 

Activity No. 25, 26: Staff trained, and modifications completed,
 

the program enters full operation.
 

To assist in identifying problem areas, monitoring program
 

efficiency, guiding future changes, and measuring performance
 

against established goals, a program evaluation procedure should
 

be initiated and continued throughout program execution. (various
 

examples of such program control and evaluation are presented in
 

Section C of this manual.)
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C. Implementing a Home Improvement Program 

1. 	Program Promotion 

Initial Program promotion may include:
 

1) 	Announcements via newspapers, speaker-equipped vehicles,
 

radio and television (of which a surprisingly large number
 

of the program's target market may be regular viewers).
 

2) 	Posters displayed at or near highly frequented public places
 

such as neighborhood stores, local clinics, community centers,
 

schools, churches, bus stops, etc. (See example of posters
 

utilized in the initial promotion of the MEHAB Program, Annex
 

No. 6).
 

3) 	Distribution of leaflets through students of local schools,
 

by door-to-door delivery, or possibly (for novelty) even by
 

airdrop.
 

4) Presentations at meetings of local organizations.
 

5) Billboards at key entrances to the project communities.
 

6) Cooperation from employees of other community service institu

tions active in the project communities.
 

The most appropriate form(s) selected will depend upon the size and
 

concentration of the project sites, existing community organizations,
 

available staff, etc.
 

Once underway, the actual home improvements themselves provide the
 

programs most effective promotion, and the satisfied loan recipients be

come the programs most influential proponents. "Word-of-mouth" becomes
 

the predominant communications systems, and the program participants
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become the community-trusted judges of program worth. 
New loan requests
 

begin to flow in from friends and relatives of program "pioneers", and
 

"clusters" of home-improvement projects begin to appear in the program
 

community and begin to 
expand outwards including more families. The outer
 

limits of these project clusters expand and overlap with one another

•rojects
 

-
while the project densities (no.families ) within the cluster areas con

tinues to increase.
 

For this reason, all effort should be made to rapidly process various
 

loans scattered widely throughout the project communities and to see
 

that they are used as intended. By so doing, it establishes a positive
 

feeling for the program in the target community.
 

Posters placed at each project construction site identifying them
 

as program-financed home improvements also provide effective promotion.
 

Loan recipients may further agree to cooperate by giving information
 

leaflets to persons stopping to inquire about the improvements on their
 

shelter.
 

Once the Program Promoters have begun processing loan requests in
 

the community and the Construction Inspectors have initiated their field
 

activities, they will 
soon become recognized by the community's residents.
 

As they circulate daily about the community, they can be approached to
 

respond to resident's questions or expressed interest in participation.
 

Those interested in receiving home-improvement credit may register
 

their names and addresses:
 

1) At the central or field offices of the executing Institution.
 

2) At any other designated community location indicated in program
 

promotion.
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3) With any of the program field personnel.
 

With 	the receipt of the names and addresses of interested families,
 

the processing of loan requests and contracts begins.
 

2. 	Processing of Loan Requests and Loan Contracts
 

Processing of the home improvement loan request begins with the
 

Promoter's visit to the home of the family which has registered its
 
I/
 

interest in the program by any of the aforementioned procedures. To
 

minimize lost time for tiring backtracking, and to maintain accurate
 

daily work records, a simple Field Visit Scheduling and Control Sheet such
 

as that shown in Annex No. 7 (this annex, as others in this manual, is
 

presented with both a model sheet plus an example of the use of the model
 

sheet) may be utilized by field personnel.
 

Because the normal working hours of the Executing Institution are
 

very probably similar to those of the heads-of-household of many parti

cipant families, difficulties may be encountered in processing some
 

loan requests. If it is not possibly to modify the working schedule of
 

the Program Promoters to arrange visits with potential Borrowers, it may
 

sometimes be useful to utilize an Appointment Scheduling Sheet such as
 

that shown in Annex No. 8. A person interested in requesting a loan,
 

upon registering his name in the established location, may select a specific
 

date and time not yet occupied on the Scheduling Sheet during which time
 

l/ The Promoters for the MEHAB Program were four architectural students who,
 
with minimal orientation, very satisfactorily carried out their loan pro

cessing responsibilities outlined in this manual. Their sincere commitment
 
to the program's social objectives--an indispensable characteristic for all
 
program personnel--combined with their design and technical training, assured
 
the students' effectiveness in their program roles.
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he agrees to be in his home awaiting the Promoter's visit.
 

The flow of activities followed in processing a loan request and
 

corresponding loan contract are illustrated in Annex No. 9 and further
 

described in the following paragraphs. This flow diagram is also
 

utilized as a "cover sheet" on the loan request packet to clearly
 

guide it along its processing route.
 

Activity No. 1
 

As indicated, the process begins with the Promoter's visit to the
 

home of the Solicitant to collect the loan request information and
 

identify the home improvement desired.
 

The Promoter explains the key aspects of the program to the
 

Solicitant and leaves with him a handout summarizing its general con

ditions and procedures (Annex No. 10).
 

The loan request form and home improvement description (Annex
 

Nos. 11 and 12) are then completed in satisfaction of the following
 

objectives:
 

1) To identify the Solicitant.
 

2) To determinie his/her eligibility.
 

3) To verify the loan recuperation "guarantee".
 

4) To determine the need for home improvement.
 

5) To establish the Solicitant's capacity to pay.
 

6) To determine the desired loan parameters.
 

7) To select the construction method.
 

8) To identify the home improvement desired (with priorities indicated).
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The sequence logic behind the loan request form is shown in the
 

flow diagram of Annex No. 13. As there indicated, should the Promoter,
 

in processing the request, encounter conditions which do not satisfy
 

certein selection criteria established for the program, he may suspend
 

further action on the loan request. This procedure minimizes time lost
 

in preparing loan requests which would eventually be rejected by the
 

Program Loan Official.
 

However, should the Solicitant satisfy all prerequisites of
 

Eligibility, Recuperation guarantee, Home Improvement need, and Capacity
 

to pay, the maximum acceptable loan period is established, and the
 

approximate maximum loan value is determined utilizing the chart of
 

Annex No. 14. The Promoter then proceeds to the description of the home
 

improvement to be undertaken. If it appears that the costs of the de

sired improvement are going to exceed the capacity of the Solicitant
 

to pay, the Promoter requests the Solicitant to indicate his order of
 

preference for the home improvement components, in case all may not be
 

approved for financing. Employment/income confirmation forms are left
 

with the Solicitant to be completed by the employers of the working members
 

of the household (Annex No. 15) and/or Income Declaration forms are com

pleted by the self-employed members (Annex No. 16).
 

Activity No. 2
 

When all of the employment/income forms have been properly completed
 

by the Solicitant, they are delivered to the Executing Unit via any of the
 

same means used to register interest in the program.
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Activity No. 3
 

The loan request, with the accompanying forms, is then analyzed
 

by the Loan Official to determine capacity to pay and corresponding
 

maximum authorized loan value. To simplify this analysis, the form
 

of Annex No. 17 may be utilized.
 

Land tenure, de!inquency, payment pattern and employment/income
 

data are verified by the Loan Official, and the Solicitant's maximum
 

capacity to pay is determined.
 

Various figures are frequently given for percentage of income which
 

a family may dedicate to shelter expenses. In the MEHAB Program, 15, 20
 

and 25% of net income (depending upon family size) were Bavinic's guide

lines used in the capacity to pay analysis. However, in most cases,
 

it was found that the Solicitant's own response to the form question re

garding his capacity to pay for a home improvement loan resulted in a
 

lower and therefore controlling value. Taking into account their current
 

shelter/utility expenses and the maximum amount they felt they could
 

dedicate to home improvement loan payments, the percentage-of-net-income
 

for shelter by income level for 205 consecutive loan recipients in MEHAB's
 

first project site is illustrated in Annex No. 18. For very poor families,
 

a point is reached at which the percentage of income rule tends to lose
 

its applicability. Therefore, a third procedure is also applied in deter

mining the Solicitant's capacity to pay. Based on local studies, minimum
 

values may be determined for the categories shown in Annex No. 19 and
 

applied in Procedure B of Annex No. 17, yielding a third capacity-to-pay
 

values.
 

The lowest of these three values is selected as the approved capacity
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to pay of the loan Solicitant. Utilizing a diagram similar to that
 

of Annex No. 14, the Loan Official quickly determines the maximum
 

possible loan value.
 

Activities Nos. 5 and 6
 

If the Solicitant does not satisfy any one of the Program prerequis

ites, or if his capacity to pay is determined to be negative or less
 

than that necessary to finance the minimum allowable program loan, the
 

Loan Official prepares a rejection notice to be delivered to the Solici

tant by the Promoter (Annex No. 20) and files the rejected loan request.
 

Should it be determined that the Solicitant has satisfied all pre

requisites and has an acceptable capacity to pay, the loan request packet
 

(less the Loan Official's anlaysis sheet) is returned to the Promoter,
 

indicating the tentatively approved maximum loan value.
 

Activity No. 7
 

With this information in hana, the Promoter, following the order of
 

design preferences indicated by the Solicitant, and uti,,zing the current
 

unit costs sheets (Annex Nos. 21 and 22) may now calculate the cost es

timate of the home improvement to he financed (within the maximum figure
 

approved by the Loan Official)(Annex No. 23).
 

Activity No. 8
 

Design and cost estimate completed, the Promoter discusses the final
 

results with the Solicitant and acquires his signature on the loan request.
 

Activity No. 9
 

The completed loan request is next submitted to the person in charge
 

of technical aspects of the program (be it the Program Manager or the
 

Chief Technician) for final review of technical aspects of the request to
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assure that there are no glaring errors in calculations or design
 

conflicts with prevailing building codes or other program standards.
 

If the Promoters are properly trained and careful in their work, modi

fications of the loan request at this point are very seldom necessary.
 

Activity No. 11
 

However, if, for any reason, the signed request must be modified,
 

the Program Manager prepares a rejection notice indicating the changes
 

which must be made in the request.
 

Activity No. 12
 

The Promoter then discusses these suggested changes with the
 

Solicitant.
 

Activity No. 15
 

If the Solicitant agrees, the modifications are made and the re

quest is returned to the Program Manager for his final approval.
 

Activity No. 14
 

If the Solicitant does not wish to make the suggested changes, the
 

unmodified request is returned to the Loan Official where it is filed
 

accordingly.
 

At this point, the Promoter's direct involvement in the processing
 

of the loan request ends.
 

For purposes of control by the Promoter himself and for data
 

collection in general program monitoring, Loan Request Status forms such
 

as that shown in Annex No. 24 are maintained by the Program Promoters.
 

Activity No. 16
 

Once the request has received the approval of the Program Manager,
 

it is delivered to the Loan Official who prepares the Loan Approval
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Notice to the Solicitant (Annex No. 25) and the corresponding Loan
 

Contract (Annex No. 26).
 

One copy is made of the Home Improvement Cost Estimate for use
 

by the Construction Inspector, and two copies are made of the Home
 

Improvement Description, one each for the Construction Inspector and
 

the Borrower. The originals remain part of the loan agreement on file
 

with the Executing Institution.
 

Activity No. 17
 

The Loan Approval Notice, along with a copy of the Home Improvement
 

Description, are delivered to the Borrower by a Construction Inspector.
 

At that time, the Inspector discusses with the Borrower the next steps
 

to be followed in the home improvement process and advises him of the
 

breakdown of the cost estimate as a guide in his negotiations for any
 

construction labor which he may be contracting for the project. If the
 

Borrower wishes, the Inspector may also provide him with a listing of
 

tradesmen who have already been approved by the Executing Institution,
 

as well as a standard contract form which he may utilize in arranging for
 

his project labor.
 

Activities Nos. 19 and 20
 

The Loan Official, in the meantime, is acquiring the necessary con

tract signatures within the Executing Institution and processing the emission
 

of the first loan disbursement check. (Annex No. 27). Although the prepara

tion of the first check before the Borrower has actually signed the loan
 

contract appears to be an illogical order, MEHAB experience showed that
 

very few Borrowers, having proceeded thus far in the process, decide to
 

change their minds at the last minute.
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Whereas, by having the first disbursement check ready at the time
 

the Borrower comes to the central offices to sign the loan agreement,
 

the Borrower (who must normally withdraw loan checks personally), is
 

less inconvenienced], avoids losing additional time from his job, and is
 

able to begin construction activities more quickly.
 

Activity No. 18
 

The Borrower, along with his selected Builder (if the labor is
 

contracted) meets briefly with the Program Manager for an interview
 

and orientation, at which time it is decided whether the Builder has
 

sufficient trainin, and/or experience to properly complete the construc

tion. If the Buildr selected by the Borrower has already been previously
 

approved by the Institution, his presence at this time is not required.
 

Activities Nos. 21, 22 and 23
 

Once the Builder has been approved, the Borrower signs the Loan Contract,
 

the Home Improvement Description, and the Project Cost Estimate. The Borrower
 

receives his copy of the Contract and the Loan Official delivers, or
 

authorizes the delivery of the first check (Annex No. 28) and advises the
 

Construction Inspector of the same, so that he may begin his field supervision.
 

Activity No. 24
 

At the same time, the Loan Official commences his financial control
 

and provides necessary information to other departments of the Executing
 

Institution. A Loan Conditions Summary Sheet, such as that shown in Annex
 

No. 29, may be sent to the accounting department with copies for the Pro

gram file. A Financial Loan Control Sheet such as that shown in Annex No.
 

30, may be utilized by the Loan Official for control of active loans.
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In addition to the aforementioned specific program activities,
 

the Loan Official is responsible for:
 

1) Maintaining accounting control of all deposits, loan commit

ments and disbursements against the program account;
 

2) Organizing and filing of all loan contract documents and
 

"in-process," completed loan requests; and
 

3) Preparing periodic reports of program loan and account status.
 

This form is similar to the Loan Request Status sheet utilized by the
 

Promoters. The Loan Official also maintains a Loan Status Sheet related
 

to his activities (Annex No. 31) for his own control and for data collec

tion in general program montoring.
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3. Loan Disbursement and Project Construction
 

Once the Builder has been approved and the first loan disbursement
 

check released, the Borrower may proceed with the purchase of his 
con

struction materials. 
 (Any work completed or materials purchased prior
 

to the date of the loan contract are not recognized as financiable
 

project expenses.)
 

Following principal program guidelines of minimizing direct
 

Executing Institutional involvement and encouraging self-help construc

tion management, the acquisition of materials is left entirely to the
 

discretion of the Borrower. 
The Executing Institution may assist him
 

by providing a copy of its current average construction materials unit
 

price listings or perhaps even negotiate discounts for program partici

pants with interested materials suppliers to 
serve as a guide.
 

Delivery of materials rather than cash to Borrowers was discarded
 

as a viable program alternative by BAVINIC because program "set up" and
 

"execution" times would be substantially more complicated and increased
 

operational 
costs would likely exceed any benefits to be derived. Further

more, regardless of the final unit prices charged by the Executing Institution,
 

the Borrower would very likely harbor the opinion that, given the oppor

tunity, he could have acquired materials of better quality and/or iess
 

cost elsewhere.
 

To lessen the risk of loss or misuse of loan funds and to provide
 

additional "leverage" during the construction phase, loans are not nor

mally disbursed with a single check, but rather two or three. 
 Consider

ing: (1) that the Borrower probably already has invested substantially
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in his property and shelter to be improved; and (2) that misuse of
 

the loan funds is considered a breach of the property purchase con

tract, it is unlikely that the Borrower will disappear with or improperly
 

utilize his loan checks. (Of the first 500 loans in the MEHAB Program,
 

only 1 Borrower--for unknown reasons-- abandoned his home, taking with
 

him his second loan disbursement.) The principal advantage of the mul-

tiple disbursement procedure is probably the practical leverage provided 

the Inspector, (throucgh his control of loan disbursements subsequent to 

the first,) in guaranteeing strict compliance with the approved project 

designs.
 

The first disbursement, serving in a sense as a test of good faith 

of the Borrower, may be smaller than the subsequent disbursements, but 

it should not be less than the amount required to complete a logical 

construction component of the home improvement. 

Because the aroject cost estimate is calculated by building com

ponents, the Program Manager may quickly calculate a logical minimum
 

value for the first disbursement check. One such division might be:
 

(1)Concrete and Masonry Work; (2) Carpentry Work; (3)Finish Work. This
 

procedure allows the Borrower to purchase all the materials of a certain
 

type at one time, thereby simplifying the purchasing process and reducing
 

the material-s delivery costs.
 

Determination of the quantities of materials required is generally
 

left to the Borrower and his selected Builder. However, should they re

quest assistance, the Chief Inspector (or Inspector, if qualified), utilizing
 

the Project Cost Estimate and the Inspector's Field Manual, may easily
 

calculate materials quantities on the worksheet of Annex No. 32.
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Handout sheets may also be provided the Borrowers and their Builders
 

to assist them in calculating materials quantities as well as to guide
 

them in complyinq with the Program's approved minimum building standards.
 

An example Building Component Standards and Quantities handout is shown
 

in Annex No. 33.
 

In low-income home improvement programs, it is likely that the
 

different construction systems to be utilized will be traditional and
 

fairly limited in number. Therefore, to assist the Borrower, simplify
 

field calculations, and facilitate construction inspection, Inspector
 

Field Manuals may be prepared following the procedures shown in Annex
 

No. 5 and described below.
 

First, the construction systems to be approved for the various
 

building components are identified. For example, for bearing wall
 

foundations it may be acceptable to use a reinforced concrete grade beam,
 

reinforced-concrete-filled "U" block, or reinforced concrete spread footing.
 

Next, the specific minimum acceptable design standards for each
 

system of each building component are determined.
 

Thereafter, the quantities of materials and labor required per unit
 

measure of each system are calculated and entered on the worksheet shown
 

in Annex No. 34. With the current unit costs for materials and labor in
 

hand (Annex No. 21), the costs of each system per unit measure may then
 

be calculated (Annex No. 34). These costs may be summarized on a Building
 

Components Costs sheet (Annex No. 22) for use by Program Promoters in
 

calculating project cost estimates and by Construction Inspectors in pre

paring in-field requests for loan project modifications. The handout
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sheets referred to above for use by the Borrower and his Builder may
 

also now be prepared for each approved building system. The Current
 

Materials and Labor Unit Costs sheet, the Building Components Costs
 

Sheet and a complete set of Building Component Standards and Quantities
 

handouts combine to form the C-nstruction Inspector's Field Manual.
 

The Chief Construction Inspector should be a person with ample
 

field experience in construction management and supervision of building
 

tradesmen. He should also be very familiar with building codes, mater

ials and methods to be encountered in the home improvement projects and
 

be able to make simple cost and materials estimates.
 

The other Inspectors may be foremen or tradesmen of experience or
 

possibly students of engineering who have had practical construction ex

perience as well. Construction inspection is probably the single most
 

sensitive, critical and demanding task of the home improvement program,
 

and the Inspectors should be ready to put in long hours in the field and
 

be capable of dealing sternly, yet tactfully, with both Borrowers and
 

Builders.
 

Because the projects are small and advance quickly from one phase
 

of the construction to another, it is important that the Inspectors
 

visit daily all projects under their supervision. For their daily in

spection control, the Inspectors may utilize the Field Visit Scheduling
 

and Control Sheet of Annex No. 7 or an Inspection Control Card system
 

such as that shown in Annex No. 35.
 

The actual building itself may be by self-help, contracted labor,
 

or by a combination of both, but in all cases, self-help construction
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management is a key aspect of the program, and the Inspector in carrying
 

out his project supervision should always remember that he is a represen

tative of the Executing Institution, not the Borrower. Although the
 

interests of both may run parallel, the direct contractual relationship
 

is between the Borrower and the Executing Institution. Consequently, the
 

Inspector should take care not to displace the Borrower in his dealings
 

with the Builder or permit himself to be caught between the two in any
 

conflicts which may arise.
 

Although the MEHAB Program did not exclude "self-help" or mutual
 

aid construction as such, relatively few families elected the self-help
 

alternative and no-one expressed an interest in mutual aid. The few
 

"self-helpers" in the MEHAB Program were themselves construction trades

men, and although they themselves provided the skilled labor, in many
 

cases they requested that the Executing Institution recognize a "reasonable
 

value" for their self-payment. This amount was financed with the loan
 

funds as in any other "contracted" home improvement project.
 

Even Borrowers employed in the construction trades (who were working
 

5 or 6 full days a week) had little interest to work as well on their
 

traditional day of rest or to lengthen the construction period of their
 

improvement through part-time self-help. Generally they prefered not to
 

inconvenience their families by an extended bmtilding phase and to delay
 

the completion of the improved facilities.
 

Even assuming Participant interest, both self-help and mutual aid
 

among unorganized, unskilled Borrowers substantially complicate the "set up"
 

and execution of a home improvement program, and very probably (for the
 

types of improvements being built) force program operational costs well
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beyond the value of the benefits to be derived. Self-help and
 

mutual aid certainly have a proper role to play in some low-income
 

housing schemes, but for the low-value, varied-design, improvements
 

to occupied homes, characteristic of the program described in this
 

manual, the very de-emphasis of full self-help and mutual aid construc

tion may be a prime factor in assuring a wide program market and high
 

operational efficiency.
 

The nature of the program's operational form does not require a
 

detailed control of project construction advance; a form such as that
 

of Annex No. 36 should be sufficient.
 

On the other hand, to assure that the program is achieving its
 

basic home improvement objective, control of construction expenditures
 

is crucial. For this reason, the Borrower must submit to the Inspector
 

proper receipts for all project-related costs.
 

The Chief Inspector, or an assistant assigned specifically to
 

the task, records, project by project, all costs data on the Construc

tion Expenditures forms shown in Annex No. 37.
 

When the Borrower has spent most of the loan funds he has received,
 

he requests an inspection and subsequent loan disbursement. The normal
 

procedure followed in processing subsequent loan disbursements is illus

traded in Annex No. 38. With the projects' construction expenditures
 

summary sheet to date, it is impossible to first verify that the approximate
 

equivalent of loan funds received by the Borrower have been spent on
 

project costs; then, with summary sheet in hand, the Inspector verifies
 

that the materials purchased are indeed on the construction site and are
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being suitably incorporated into the home improvement. These three
 

conditions satisfied, the Inspector approves the request for the next
 

loan disbursement on the form shown in Annex No. 39 which is then de

livered to the Loan Official. Considering the time required to process
 

the loan check, the disbursement request should be processed before any
 

delays will be caused in the normal construction schedule; every cent
 

need not be spent nor every brick laid before the reouest may be approved
 

by the Inspector. Depending upon the normal administrative procedures
 

of the Institution, the Loan Official may, to shorten the check process

ing, pre-prepare all laon checks and simply authorize their withdrawal
 

by the Borrower upon receipt of the Inspector-approved disbursement re

quest (Annex No. 38, Case Two). In this manner, the Borrower himself
 

may hand-carry the disbursement request to the Loan Official, who may
 

thereupon, authorize the immediate delivery of the pre-prepared check.
 

For any number of reasons, during the loan disbursement/construction
 

phase, the Borrower may wish to modify the home improvement design and/or
 

loan amount. For example:
 

1) 	The home improvement was completed at less cost than the
 

Promoter's estimate and the Borrower must either return the
 

difference to the Executing Institution or utilize the excess
 

in additional improvements.
 

2) The Borrower has received a loan less than the maximum amount
 

authorized for him by the Loan Official, and, once building,
 

has decided he would like to undertake a larger improvement.
 

3) The Promoter's project cost estimate was less than that re

quired to complete the improvements under construction.
 

4) 	Etc.
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To provide for such natural occurences, standard Contract Modi

fications may be prepared (Annexes Nos. 40 and 41) 
and 	modification
 

procedures established (See Annexes Nos. 42 and 45). As can be seen
 

in these procedural diagrams, as well as in normal daily operations,
 

the 	Chief Construction Inspector is the principal liaison and courier
 

between the field and the central program office. To formalize this
 

necessary communication, the Chief Construction Inspector should probably
 

begin each day in the field and end each day at the central office.
 

Like the Promoters and the Loan Official, the Inspectors maintain
 

a Project status control sheet as shown in Annex No. 46.
 

4. 	General Program Management
 

As illustrated in the organizational diagram of Annex No. 4, the
 

Program Manager is the individual directly responsible for the home
 

improvement program Executing Unit. 
 If the Manager must (depending upon
 

the scale of the program) also act as the chief technician in the cen

tral office, he should best be an individual with a technical background,
 

such as a Building Contractor, Architect, or Engineer.
 

Among the responsibilities to be fulfilled by the Program Manager
 

are the following:
 

1) To review all home improvement designs and costs estimates
 

prepared by Program Promoters to assure that no serious errors
 

have 	been made in calculations and that the designs in no way
 

conflict with controlling building codes or program standards.-/
 

1/ These tasks may be delegated to the Chief Technician if the Executing
 
Unit has one.
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2) To maintain general loan status control--from initiation of
 

loan request through construction completion and approval.
 

3) To prepare periodic program status reports.
 

4) To oversee all field activities and confront any problems
 

(technical or otherwise) which cannot be resolved directly
 

by the field staff.
 

5) To manage all general program operations.
 

6) To directly represent the program in inter-departmental matters.
 

7) To determine program administrative needs and process their
 

satisfaction.
 

8) To evaluate program procedures and products.
 

9) To design and propose program modifications/improvements (ob

jectives, procedures, organization, forms, documents, etc.)
 

10) To maintain the morale of program staff and guarantee admin

istrative support for their respective efforts.
 

11) To assure the proper selection and training of new program
 

personnel.
 

12) To approve, when necessary, any major technical modifications
 

of loan contracts. Y
 

13) To maintain loan project history summary sheets. I/
 

14) To interview, approve and orient all new builders selected by
 
I/
 

Program Borrowers. '
 

15) 	 To prepare program reports and propaganda and to promote Home
 

Improvement as a viable method for attacking the housing deficit problem.
 

1/ 	These tasks may be delegated to the Chief Technician if the Executing
 
Unit has one.
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Each of these activities should be conducted in close cooperation and
 

consultation with all program staff.
 

As can be seen by the preceding list, the Program Manager is a
 

logically key figure in program operation and future program development.
 

The person charged with this post should be highly motivated, imagina

tive and innovative, receptive to and openly honest with his staff,
 

sincerely respectful of and tactful with Program Participants, and astute
 

and organized in his general management.
 

5. Program Control and Evaluation
 

Fin purposes of Program Control, the Program Manager maintains a 

summary loan status sheet similar to those maintained by the Promoters,
 

the Loan Official, and the Construction Inspectors. (Annex No. 47).
 

The information summarized on the Program Manager's loan status
 

sheet is extracted periodically from the Promotion, Administration,
 

and Construction Inspection status sheets and provides the basis for
 

determining the total Program status and progress. The diagrams of Annexes
 

48 through 53 illustrates examples of the type of Program monitoring
 

possible with the information presented in the Program Manager's summary
 

loan status sheet. The curves shown indicate the "running" Program totals
 

as well as the "production" rates for each half-month monitoring period.
 

By applying the administrative costs corresponding to each period,
 

the operational efficiency of the program may be calculated.
 

Other program information valuable in defining program characteristics
 

and guiding future decisions may also be easily drawn from the summary sheets
 

such as: Average loan values, relationships of rejected or suspended re



-38

quests to those approved, patterns for construction periods and
 

contract modifications, average loan processing times, capacities
 

to pay of loan solicitants, etc.
 

For visual orientation and program propaganda, a site plan of
 

each project area may be maintained which indicates location and
 

status of every home improvement loan (Annex No. 54).
 

Because a home improvement program such as that described in this
 

manual will likely begin on a trial basis, it is important that certain
 

Program information be collected which is not essential to normal pro

gram execution but may be important for initial program propaganda and
 

for encouraging future funding or operation. For example, a photographic
 

history may record program highlights (signing of the first contract,
 

approval of the first completed project, etc.) or may illustrate construc

tion procedures followed (Annex No. 55) or include examples of shelter
 

units before and after the home improvement (Annex No. 56), etc. This
 

photographic library may also be useful in preparing newspaper articles
 

or program phamphlets for use in program promotion.
 

Periodic opinion surveys among Program Participants and their Builders
 

provide a formal line of communication between Institution and beneficiar

ies to guide future program decisions and modifications and thereby assure
 

that the program remain tuned to the opinions and needs of its Partici

pants. (An example survey questionnaire is shown in Annex No. 57).
 

Once each home improvement has been completed and approved, utilizing
 

the Chief Inspector's Construction Expenditures control sheet and the
 

final Home Improvement Description, a Project Summary sheet may be pre

pared. (Annex No. 58). These summary sheets need not be prepared for all
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Projects, but, as a sampling, are useful in Program promotion, and
 

provide a basis for calculating project construction efficiency.
 

A periodic analysis of the completed Construction Expenditures
 

forms maintained by the Inspectors provides data for updating unit
 

materials and labor costs to be utilized by the Promoters in estimating
 

new project costs and by the Chief Inspector in estimating costs of
 

design modifications during the construction phase.
 

The program procedure presented in this manual assumes application
 

to minimum shelter projects; this means that the basic shelter unit
 

design variations will likely be limited. Such being the case, it will
 

be found that as the program advances, certain similar home improvement
 

designs will emerge, or certain designs will be found to be particularly
 

economical. Considering that exact designs, costs, and quantities in

formation is in hand for such completed projects, it is a simple matter
 

to "package" selected examples for use by Program Promoters.
 

The Loan Solicitant, although not restricted to the packaged
 

designs, may wish to select from this program "design catalog." Such
 

procedure simplifies the normal loan request processing and permits the
 

Borrower to receive an exact listing of materials required to complete
 

the chosen improvement.
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LOAN AGREEMENT NO. 

and
hereinafter called INST,
The Institution, 


, hereinafter calledwith residence in 

contract for a home 5iTp-ovement loan
the BORROWER have agreed to the following 

to be carried out under the following conditions and stipulations.
 

SECTION I. GENERAL CONDITIONS 

ARTICLE 1. The BORROWER declares, and INST confirms, that he.is 

which consists of a lot and itspn,irChpsinn or has nLrchaSed) a orooertv 

as lot number____, and locatedrespective buildings and services, identified 

, located
 
in the project known as 


of the city of
 

Department of
 

which is
 
The subject property forms a part of the larger property of INST 

, EntryVolume , Folioregistered with the No. 


in the Section of Property Rights of the Public Register of this 
Department.
 

ARTICLE 2. All annexes included herein form an integral part of this
 

loan agreement.
 

The BORROWER confesses to understand clearly the nature of
 ARTICLE 3. 

the home improvement to be undertaken and financed by this contract; 
he further 

to fully understand the HOME T4PROVEIENT PROGRAM whichacknowledges 

is carrying out, and consequently accepts all and every one of the conditions,
 

which are hErein established.stipulations, clauses and terms 
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The BORROWER confesses to have satisfied the requirements
ARTICLE 4. 


of the loan request which he presented to INST and guarantees that the in

formation therein submitted by him is true, accepting the Fact that should any
 

information be false, INST retains the option to declare this agreement null
 

and void without need for judicial or extra-judicial declaration. On the basis
 

of such information, INST has approved the loan request and disburses the
 

funds, subject of this home improvement loan agreement.
 

ARTICLE 5. Upon request, the BORROWER shall deliver to INST and
 

INST shall retain and safeguard during the term of this contract, any docu

mentation related to this loan agreement which INST may require. 

ARTICLE 6. All contracts or sub-contracts celebrated between the 

BORROWER and other parties ihat have as their direct or indirect objective the 

rliti cf thC-. INST finoncri h-mp imnrnvPment herein defined must be 

previously presented to and approved by INST, It is expressly stipulated 

that in no case and for no reason is a relationship established between INST 

and parties not signatories to this agreement. Therefore, INST remains 

absolutely free from whatever claimrns or demands whichmay result between the 

BORROWER and his contractors, sub-contractors, materials suppliers, collabor

ators, helpers, etc. 

ARTICLE 7. It is expressly understood that all work realized within 

the home improvement plan of this contract shall be considered to form an inte

gral, permanent, and inmobile part of the property described in 'Article1. 

ARTICLE 8. Such work whose nature does not qualify it as a permanent 

annex to the subject property (such as furnishings) shall not be financed with 

INST home improvement program funds. 

ARTICLE 9. As long as a contractual r~lationship exists between the 

BORROWER and INST the BORROWER has no right to remove permanent constructionA0, 
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from the property without prior written approval from 
 INST even under the
 

pretext that such removal occasions no damage to or reduction in value of the 

property.
 

.ARTICLE 10. 
 It is expressly stipulated that this contract in no way
 
gunerates a dependency or labor relationship between the BORROWER and 
 INST 
Any voluntary participation of the BORROWER in the realization of the home im
provement is considered to be dnne in the BORROUER's exclusive 
-clf--interests
 
and in no way to be interpreted as 
a service performed for INST.
 
ARTICLE 11. 
 The rights and obligations of the BORROWER established in
 
this contract can not be ceded, delegated or sub-contrac+ed under any circum
stances without the express, prior, written consent of 
INST.
 
ARTICLE 12. 
 In all that is not expressly stated in this agreement, the 
-Poie l P io n f thp nrn;nir- Law of the Natinnel Savings and Loan SIvstem shall 

thP 

apply.
 

SECTION II. LOAN CONDITIONS AND PAYMENT PROCEDURES
 
ARTICLE 13. 
 The total amount of "he home improvement loan of this con
tract is 
 $ 
of which INST 
 shall retain 
 _ 

_
for estimated 
 INST administrative costs related to execution of the home
 
improvement program. 
The BORROWER agrees to pay the total amount of this loan 
within 
 months from 
 19 with consecutive 
fixed monthly payments in the offices of INST 
 or in whatever
 
other institution 
INST may indicate. 
The monthly payments shall be
 

(_), 
consisting ofamortization of the loan principal plus interest on the descending balance owed
 

plus property insurance premiums which 
INST may require. 



4 

ARTICLE 14. The interest on the loan principal owed is calculated at 

an annual rate of percent. Any payments overdue shall bear an additional 

delinquent interest charge of _ 

ARTICLE 15. On the home improvement loan, during the first months 

after signing this contract, the BORROWER is obliged to pay only the interests 

corresponding to the disbursements made on the loan. The BORROWER must pay
 

these interests plus the first fixed monthly payment of principal, interest
 

and insurance within months after the signing of this agreement.
 

PRTICLE 16. The BORROWER may prepay any or all payments due under this
 

contract, but no reductions in interest charged shall be made from those of the
 

corresponding scheduled payments.
 

ARTICLE 17. Delinquent payments received by a collector will bear a
 

uu t iI uui st i ,lC I U f ItO Clil1iunL. LU±1 CL.t LU. 

ARTICLE 18. Should the BORROWER become delinquent month(s) in his
 

payment obligations under this contract, INST may begin legal preceedings
 

against the BORROWER.
 

ARTICLE 19. Should the BORROWER become delinquent months in his
 

loan payments, INST shall have the right to declare the property purchase
 

agreement referred to in Article I to be null and void, or, at its option, con

sider expired the payment periods of both contracts and demand immediate Fay

ment in full for all amounts owed to INST.
 

SECTION III. BREACH OF CONTRACT
 

ARTICLE 20. Should the BORROWER not comply with any one or more of his
 

obligations acquired under this contract, such as but not limited to the
 

following:
 

1.) Utilizing loan funds for any other than the intended purpose.
 



___ 
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2.) 	 Not constructing in strict accordance with the approved home
 

improvement design of this contract or its INST 
 -approved
 

modifications.
 

3.) Not presenting to INST all receipts and documents required
 

for proper project execution.
 

4.) 	 SuL itting receipts or information which has been falsified.
 

5.) 	 Obstructing INST inspection of the home improveeicnt con

struction.
 

INST -may, at its option, consider the loan period expired and demand payment
 

in full for all principal, interest, insurance and fees owed to ('1-T Should
 

voluntary receipt of the amount due not be forthcoming from the BORROWER within
 

days thereafter, INST shall have the right to declare the property our

chase 	agreemenL PuFurrta Lo iii ArLlci i ti 'P null and-, id.. 

SECTION IV. HOME IMPROVEMENT LOAN DISBURSEMENT
 

ARTICLE 21. INST 
 shall 	place at the disposal of the BORROWER for
 

purposes of this contract tho amount of 

), as 	 the first disbursement on the loan within 

days 	 from the signing of this agreement, and the BORROWER shall withdraw 

this 	first disbursement within 
 d',s from the same date. If these funds
 

are made available to but not withdrawn by the BORROWER within the stipulated
 

period, INST with no further obligations, retains the right to consider this
 

contract expired,and the BORROWER agrees to pay a service charge due imediately,
 

equal to ____percent of the amount of the home improvement loan.
 

ARTICLE 22. For subsequent disbursements, the BORROWER must first
 

request a visual inspection of the work by INST. . Thereafter, and only with 

the written approval of a duly-authorized INST inspector, subsequent
 



G 

disbursements on the loan will be processed.
 

ARTICLE 23. The last loan disbursement must ae withdrawn by
 

19 

ARTICLE 24. Any requests for adjustments in total loan amouit must be 

submitted to INST for approval by ___ 1_,____..__. 


SECTION V. DESCRIPTION OF THE HOME IMPROVEMENT
 

ARTICLE 25. The approved home improvement to be fir i'd by this con

tract is that desicrbed in the plans and cost estimate of Annex No. 1.
 

ARTICLE 26. Any variation from the approved home improvci.ient herein
 

described must receive prior written approval from INST.
 

ARTICLE 27. The estimated costs of the home improvment to be financed
 

by INST are as follows:
 

Materials and Transport _
 

Labor
 

Tools __
 

Eub-Contracts _
 

Other
 

Total _ 

SECTION VI. HOME IImOVERNT CONSTRUCTION 

ARTICLE 28. The home improvement financed by funds from this contract 

must comply with the minimum design and construction standards established by 

INST or any other controlling building code in effect in the zone where the 

subject hnme improvement is to be cnnstructed. 

ARTICLE 29. The home improvement may be constructed by any one or com

binotion of the following three methods: 

rt.,
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1.) 	 Self-Help The BORROWER (or member of his household) with 

sufficient knowledge and exoerience in the corresponding trades 

may, with the prior approval of INST undertake the home im

provement construction task directly. 

2.) 	 Mutual-Aid The BORROWER (or members of his household) as 

member(s) of a group of borrowers which together comprises the 

necessary building skills, may, with prior approval from INST 

undertake the construction of the home improvement as a working 

participant of such a mutual-aid group.
 

3.) 	 Contract The BORROWER may contract the construction labor
 

ranuired for the completion of the home improvement.. Such
 

BORROWER-selected contractors must first be approved by INST
 

ARTTM 	E 3n- INST retains thR right tn inspect tha home imrrnipwmrPnt 

construction at any time, as well as reject any work which in its opinion does 

not correspond to that established in this agreement. In case of such re

jection, INST shall advise the BORROWER of the circumstances so that the 

BORROWER may proceed with the immediate rectification, be it demolition, re

construction, or repair - associated costs of which shall be born by the 

BORROWER with no responsibility of INST. 

ARTICLE 31. The BORROWER agrees to begin execution of the INST 

financed home improvement before , 19_, and to 

have completed the same before , 19 

ARTICLE 32. It shall be the BORROWER's resnonsibility to acquire all 

necessary materials, tools, transport, labor, etc. to complete the work. 

ARTICLE 33. The BORROWER shall acquire and sumbit to the INST con

struction inspector proper receipts for all INST -financed, construction

related expenditures. Such receipts shall provide the basis for approval of 

all loan disbursements Eubsequent to the first and shall be the basis on which 
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INST 	 loan funds were fully utilized in the home
to determine whether the 


Should the sum of receipts submitted to INST be less than
improvement. 


the total loan amount disbursed, the BORROWER must, at his option, and with
 

approval, either complete sufficient additional improvements
previous INST 


(and submit corresponiing receipts) to fully utilize all loan funds disbursed, 

upon INST's request, immediately return the difference to INST who 

1al1then make the corresponding reductions in contract logan values and 

payments.
 

ARTICLE 34. Only with the approval from INST shall receipts for
 

-calculated cost estimate
labor costs in excess of those shown in the INST 


(See Article 27.) be recognized as acceptable loan-financed expsnditures.
 

INST retains the right to reject or adjust the-values
ARTICLE 35. 


of receipts received for purpcses of acceptable loan-financed expenditures
 

should such receipts vary substantially from the prevailing market values.
 

U:'ly those costs which were incurred after the signing of
ARTICLE 36. 


this 	agreement shall be considered for purposes of financing under this loan 

agreement.
 

ARTICLE 37. If, by INST's judgement, the BORROWER has not completed
 

the hcme improvement within the period; or in conformance with the design and
 

procedures stipulated in this agreement, INST may take any of the following
 

actions:
 

Assign a fixed and reasonable period of time for the rectification
1.) 


of the situation in conflict with the contract conditions.
 

2.) 	 Complete the home improvement through direct INST admin

istration, charging the associated costs to the BORR!WER.
 

Consider the contract to be breached by the BORROWER, and proceed
3.) 


as indicated in Section III (Breach of Contract).
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CONTRACT MODIFICATIONS
SECTION VII. 


at zny time agree in 
The parties to this contract may

ARTICLE 38. 


writing to modifications or ammendments 
to the same.
 

and executed this ",)cement 
IN WITNESS HEREOF; the parties hereto made 

,19 
in Managua, Nicaragua on 


INST
BORROWER 
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Annex No. 55 

Two typical examples of hcme improvement construction around existing, 
occupied shelter unit. 
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Loan Number 91-0012 House Number 860 Loan Value: $1,871 Level: 2 
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Site 1 House No. 833 Level 2 Loan No. 91-0019 Loan Amount: $1,314
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Site 1 House No. 1555 Level 2 Loan No. 91-0029 Loan Amount: $1,271
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