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B. I n t r o d u c t i o n  

I n  i d e n t i f y i n g  and dimensioning t h e  r o l e  of housing i n  Chile ,  i t  
must be noted t h a t  t r a d i t i o n a l l y  housing has been dominated by the  
p u b l i c  s e c t o r  and has had cons iderable  impact on the  o v e r a l l  economic 
performance of t he  country. Chilean p o l i c i e s  over t h e  y e a r s  have 
r e f l e c t e d  t.he use  of housing a s  one t o o l  t o  achieve income r e d i s t r i -  
b u t i o n  by c o n s i s t e n t l y  i n v e s t i n g  high l e v e l s  of budget support  t o  
t h e  s e c t o r  t o  subs id i ze  t h e  development of low and moderate income 
hou s ing.  

Chi le  has  f o r  some time deservedly  enjoyed the  r e p u t a t i o n  of having 
a  wel l -e labora ted ,  a r t i c u l a t e d  n a t i o n a l  housing pol icy  a s  w e l l  a s  
t he  t e c h n i c a l  and i n s t i t u t i o n a l  capac i ty  f o r  t he  development of 
n a t i o n a l  housing p l a n s  and investment  programs. Recent GOC s t u d i e s  
i n d i c a t e ,  however, t h a t  Chile  i s  f a l l i n g  behind i n  i t s  a b i l i t i e s  t o  
meet t h e  demand f o r  housing. With a  popula t ion  of over e i g h t  mi l l i on ,  
C h i l e ' s  p re sen t  housing needs a r e :  (1)  d e f i c i e n t  s tock  of 600,000 
u n i t s ;  (2)  new requirement due t o  popula t ion  growth of 32,500 u n i t s ;  
and (3)  annual  a d d i t i o n s  t o  o f f s e t  u n i t s  l o s t  through obsolescence of 
11,750 u n i t s .  Since c o n s t r u c t i o n  capac i ty  i s  es t imated t o  a l low f o r  
completion of approximately 65,000 u n i t s  per  year ,  an annua 1 reduc t ion  
of e x i s t i n g  d e f i c i e n t  s tock  by some 21,000 u n i t s  would be poss ib l e .  

A I D  has  had a  cont inuing  r e l a t i o n s h i p  w i t h  t h e  housing s e c t o r  of 
Chile  £.or more than  15 years ,  and i t  was only n a t u r a l  f o r  t h e  GOC 
t o  approach A I D  on s e v e r a l  occas ions  i n  e a r l y  1974 t o  determine 
i f  A I D  would be w i l l i n g  t o  guaranty a  new housing loan t o  Chile.  
I n i t i a l  r e q u e s t s  f o r  a s s i s t a n c e  had been based on the  cont inuing  
heavy demand f o r  middle income housing through the  Savings and Loan 
System which had p rev ious ly  rece ived  s i m i l a r  support  from A I D .  
I n  August of 1974, based on t h e  Mission i n i t i a t i v e  and Bureau 
concurrence, t h e  Of f i ce  of Housing (sERIH) s e n t  a  team t o  Chi lc  
t o  conduct a  s h e l t e r  s e c t o r  assessment.  11 This  study revea led  
a  need f o r  s u b s t a n t i a l  f i n a n c i a l  i n p u t s  and some procedura l  modi f i -  
c a t i o n s  t o  a s s u r e  an  e f f e c t i v e  d e l i v e r y  system f o r  housing low 
income people.  The ongoing d ia logue  between A I D  and GOC o f f i c i a l s  
dur ing  t h i s  formative per iod  has  led  t o  a  proposa l  c l e a r l y  w i th in  
A I D  mandates. On March 8, 1975 t h e  DAEC gave i t s  "approval i n  
p r i n c i p l e f f  f o r  SER/H t o  c a r r y  out  a  f e a s i b i l i t y  study of Ch i l e ' s  

2  I proposed housing guaranty program. - 

11 See Chile  S h e l t e r  Sec tor  Study, September 1974, on f i l e  i n  SER/H.  - 
21 Sec Anncx D . l  and D.2 f o r  d e s c r i p t i o n s  of the Chilean proposa l .  - 

Also, see  Annex B f o r  DAEC IRR i n s t r u c t i o n s  t o  USAIDIC. 



C. Desc r ip t i on  of HG Program 

The b a s i c  o b j e c t i v e s  of t h e  proposed program a r e  : 

1. To i n f u s e  needed c a p i t a l  t o  a s s i s t  t h e  GOC ma in t a in  and 
implement a  n a t i o n a l  housing p l an  capable  of add re s s ing  
t h e  p r e s s i n g  s h e l t e r  needs of l a r g e  numbers of u rban ' lower  
income f a m i l i e s .  

2 .  To a s s i s t  t h e  housing coope ra t i ve  movement, which has  been 
i d e n t i f i e d  by t h e  GOC a s  a p r e f e r r e d  v e h i c l e  f o r  t h e  s o l u t i o n  
of t h e  housing needs  of lower income f a m i l i e s ,  c a r r y  t o  
complet ion numerous housing p r o j e c t s  s t a l l e d  f o r  l a ck  of 
long-term f inanc ing .  

3.  To encourage and per ini t  t h e  s av ings  and loan  i n d u s t r y ,  c u r r e n t l y  
- expe r i enc ing  a  c u r t a i l m e n t  of t h e  t o t a l  volume of funds  a v a i l -  
a b l e  f o r  mortgage lending,  t o  widen t h e i r  focus ,  and p a r t i c i -  
p a t e  i n  t h e  f i n a n c i n g  of coope ra t i ve ly  organized housing 
p r o j e c t s  f o r  lower income f a m i l i e s .  

4. To suppor t  t h e  GOC's  e f f o r t s  t o  reduce t h e  h i g h  l c v c l s  oi  
unemployment through the  l abo r  a b s o r p t i v e  c a p a c i t y  oL thc 
home b u i l d i n g  i ndus t ry .  

5 .  To suppor t  a  coope ra t i ve  movement e f f o r t  t o  deve lop  a  
housing c r e d i t  and t e c h n i c a l  d e l i v e r y  system f o r  f a m i l i e s  
r e s i d i n g  i n  r u r a l  market  towns and a d j a c e n t  a r e a s .  

The proposed HG program will provide  $55 m i l l i o n  t o  t h e  C e n t r a l  Bank 
of Chi le  f o r  r e l end ing  t o  t h r e e  i n s t i t u t i o n a l  sub-borrowers f o r  long 
term f i n a n c i n g  of mortgages,  and home expansion and improvement l oans  
f o r  t h e  t a r g e t  group ( i . e . ,  f a m i l i e s  ea rn ing  below t h e  urban median 
income l e v e l s ,  orgainzed i n  coope ra t i ve s )  : 

1. ~ h i r t y - f i v e  m i l l i o n  d o l l a r s  w i l l  be made a v a i l a b l e  t o  t h e  
Corpora t ion  f o r  Housing S e r v i c e s  (cORHABIT), a  dependency of 
of t h e  Minis t ry  of Housing (MINVU), t o  enab le  i t  t o  s a t i s f y  
a back log  of demand f o r  t h e  t a r g e t  group c o o p e r a t i v e s  r e g i s t e r e d  
w i t h  CORHABIT. A l a r g e  number of t h e s e  f a m i l i e s  have a l r eady  
purchased land and have b u i l t  t h e  b a s i c  i n f r a s t r u c t u r e  with. 
t h e i r  sav ings .  Due t o  i n s u f f i c i e n c y  of funds,  CORHABIT has  
been unable  t o  s a t i s f y  t h e s e  c o o p e r a t i v e s  r e q u e s t s  f o r  long 
term f inanc ing .  
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2 .  F i r  teen m i l l i o n  d o l  1.11-s \;i I 1  I ~ c *  , i~*sl  \ I \ < - , \  t 1 1 1  1 1 I : : a t  I $ , I ~  : * \  
the  Savings and Loan Systcm (SINAF) t o  nlt'c-t t : ; I)( ,  1 1  ( ' 1  

needs of t he  t a r g e t  group. The housing guaranty progr:qm 
w i l l  permit  t h e  system t o  r ev ive  i t s  a c t i v i t i e s  with these  
coope ra t ive  groups t h a t  have been forced  ou t  of t h e  market 
a t  a  time when a  growing s c a r c i t y  of p r i v a t e  funds f o r  
mortgage lending has  eroded t h e i r  a b i l i t y  t o  o b t a i n  long- 
term -f i n a n ~ i n g . *  

3.  Five m i l l i o n  d o l l a r s  w i l l  be earmarked f o r  t h e  Cooperative 
Finance I n s t i t u t e  (IFICOOP), a  p r i v a t e  development bank 
owned by and serv ing  i t s  member coopera t ives .  IFICOOP, 
c o n t r a c t i n g  wi th  SODIMAC, a  bu i ld ing  m a t e r i a l s  coopera t ive ,  
w i l l  implement a  p i l o t  program t o  develop a  v i a b l e  de l ive ry  
system f o r  providing housing and home improvement f i nanc ing  
t o  f a m i l i e s  w i th in  the  t a r g e t  group who l i v e  i n  o r  ad j acen t  
t o  r u r a l  market towns. IFICOOP w i l l  be r e spons ib l e  f o r  a l l  
f i n a n c i a l  and c r e d i t  f u n c t i o n s  while  SODIMAC w i l l  d e a l  with 
o rgan iza t iona l ,  marketing, and t e c h n i c a l  a s s i s t a n c e  a s p e c t s  
of t h e  s e l f  -help program. Whenever poss ib l e  and f e a s i b l e ,  
t h e  program will be o f f e red  t o  e x i s t i n g  coope ra t ives  
a l r e a d y  being served by IFICOOP. 

Having examined and analyzed family income d a t a  p a t t e r n s  and c o n s t r u c t i o n  
c o s t s  i n  an economy undergoing r ap id  i n f l a t i o n ,  i t  has been es t imated  
t h a t  monthly urban median f ami l  income a s  of December 1974 was Y /  ~ ~ 1 9 4 . 0 0 0  escudos o r  U.S. $134.- Taking i n t o  account cons t ruc t ion  
c o s t s  and terms of s a l e ,  t h i s  would f i x  t he  maximum loan f i n a n c i a b l e  
under t h e  program a t  $4,600. An examination of t he  socio-economic 
p r o f i l e  of a c t u a l  coope ra t ive  groups r e g i s t e r e d  wi th  CORHABIT, SINAP 
and IFICOOP demonstrate  t he  f e a s i b i l i t y  of f i nanc ing  s o l u t i o n s  up t o  
a  $4,600 mortgage c e i l i n g .  Based on the  income d a t a  
ga thered  by t h e  Team, t h i s  should permit  t h e  program t o  s e r v i c e  
c l i e n t  groups i n  t he  10 th  t o  50th fami ly  income p e r c e n t i l e s .  

To compcnsatc somewhat f o r  t h e  c u r r e n t l y  depressed r e a l  incomes of 
many f a m i l i e s  and t o  lower the  th re sho ld  of e n t r y  i n t o  the  program, 
a  p rog res s ive  payment p l an  will be i n  e f f e c t .  Thus, while the  
e f f e c t i v e  i n t e r e s t  r a t e  of t h e  loans made by CORHABIT and SINAP 
over t h e  l i f e  of t h e  mortgage w i l l  be 6%, t h e  i n i t i a l  payments vill 
be based on a  3% i n t e r e s t  r a t e .  Corresponding f i g u r e s  f o r  the  
IFICOOP program w i l l  be an e f f e c t i v e  r a t e  of 3Xand a l h n t r y  rat(: .  
I n  a d d i t i o n  t o  t h e  monetary c o r r e c t i o n  ad justmcnt on the  O U L ! ~ L ; J ~ I ~ !  i nx 

L 

p r i n c i p a l ,  an annual  3% adjustment  on mortgage payment:; wi 1.1 y i c : l r i  
t h e  p ro j ec t ed  r a t e  of r e t u r n  t o  t h e  t h r e e  sub-borrowers. GO(; t~;,!., 
e s t a b l i s h e d  t h i s  annual  adjustment  based on i t s  c s t ima tc  of an annual 
improvement i n  r e a l  incomes. 

1/ ' See Richard Webb's May 2, 1975, "Analysis of income d i s t r i b u t i o n , "  - 
on f i l e  i n  SER/H. 

*Rea l loca t ion .o f  funds between CORHABIT and SINAP may be au tho r i zed  but  
on ly  wi th  t h e  approval  of AID/W. 



The c o s t  of homes i n  Chi l c  has  t r s d i  t ionctlly I ) t * t . 1 1  1 1 i  K I I  I - C .  l . I [  i \-I.  I I! 
fami ly  incomes. Ycars of high r o t c s  ol  in1 laLi t 9 1 i  ( I ~ I I - ~ I I ~ :  1 \ ~ 1 i l ( . 1 1  t 1118 

c o s t  of c o n s t r u c t i o n  moved ahead f a s t c r  than  i~lr t \ rnt~s l U I - t  1 1 1 . 1 -  t l  i * . I  1 ) l . l  1 . 1 1  

t h e  r e l a t i o n s h i p .  Among lower income groups, t h i  s phcnomcnon producrtl 
a  widespread adopt ion  of f fs teppedff  or  progress ive  s o l u t i o n s .  A t  t he  
lowest  l e v e l s  t h i s  took t h e  form of con t ro l l ed  or uncont ro l led  minimum 
s h e l t e r  s o l u t i o n s .  Fur ther  up the  income s c a l e  bu t  s t i l l  l a r g e l y  
below t h e  median, many f a m i l i e s  organized a s  coope ra t ives  and s t a r t e d  
t h e  p roces s  of homeownership by sys temat ic  saving.  The f i r s t  s t age  
of sav ings  would be f o r  t he  purchase of a s i t e ;  t h e  second 

s t a g e  would be f o r  urbaniza t ion .  Usually a t  t h a t  p o i n t  t h e  coopera- 
t i v e  then r e g i s t e r e d  wi th  CORHABIT and sought long- term housing 
f inance .  I n  e f f e c t ,  t h i s  process  of d iv id ing  the  s o l u t i o n  of the  
s h e l t e r  needs i n t o  s e v e r a l  s t ages ,  spread over time, was t h e  only 
way t o  reduce t h e  c o s t  and b r ing  i t  wi th in  the  r each  of t h e  f a m i l i e s  
involved. 

I n  r e c o g n i t i o n  of t h e  ope ra t ion  of t h i s  p roces s  and the  reasons  f o r  
it, t h e  HG program proposes and a n t i c i p a t e s  t h e  f inanc ing  by 
CORHABIT, SINAP and IFICOOP of those  s t a g e s  remaining t o  produce 
u n i t s  w i th  a  mortgage c e i l i n g  of $4,600 equ iva l en t  i n  l o c a l  cu r r enc ie s .  

D. Recommendation 

Based upon t h e  rev iew.  of the  p roposa l  s e t  f o r t h  i n  t h i s  paper, it i s  
r e c m e n d e d  t h a t  t h e  s u b j e c t  guaranty be approved: 

Amount of guaranty:  $55 m i l l i o n  

Term: The consol ida ted  loan w i l l  be f o r  a  term of up t o  - 
30 y e a r s  w i th  a  t e n  y e a r  grace  period on t h e  repayment of 
p r i n c i p a l .  

I n t e r e s t  Rate: The i n t e r e s t  r a t e  payable t o  t h e  U.S. i n v e s t o r  ($), 
s h a l l  no t  exceed t h e  a l lowable  r a t e  of i n t e r c s t  p rescr ibed  by 
t h c  A I D  a d m i n i s t r a t o r  pursuant  t o  Scc t ion  223  ( f )  of t he  F.U, 
and s h a l l  be c o n s i s t e n t  wi th  r a t e s  of i n t e r e s t  generally a v a i l a b l e  
f o r  s i m i l a r  type loans.  

1/ Approximately 15,500 u n i t s  w i l l  be f inanced through HG loan. See - 
Annex C, t h e  Logica l  Framework, f o r  a  more d e t a i l e d  t rea tment  of 
EPS, i n p u t s ,  and outputs .  
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11. P r o i e c t  Soundness 

The fol lowing d i scuss ion  desc r ibes  t h e  m i l i e u  i n  which t h e  proposed HG 
program in t ends  t o  ope ra t e .  

A.  Pol i cy  

Against  t h e  backdrop of a  n a t i o n a l  economy devasted by s e v e r a l  
succes s ive  yea r s  of t r i p l e  d i g i t  i n f l a t i o n ,  t h e  GOC has given high 
p r i o r i t y  ( proposed 3% GNP), t o  t h e  implementation housing pro- 
gram f o r  lower income urban f ami l i e s .  

Curren t  ' s h e l t e r  s t r a t e g y  c a l l s  for :  

1. D e c e n t r a l i z a t i o n  of  t h e  a c t i v i t i e s  o f  MINW, wi th  t h e  es tab-  
l ishment  of 1 3  autonomous r e g i o n a l  ope ra t ions  f o r  housing and 
urban development s o  a s  t o  promote more even development and 
guarantee ing  more r e l e v a n t  l o c a l  s h e l t e r  s o l u t i o n s .  

2 .  A gradual  s h i f t i n g  of t h e  pub l i c  s e c t o r  r o l e  i n  housing away 
from a c t u a l  product ion  a c t i v i t i e s  i n t o  a  more exc lus ive ly  
f inanc ing ,  planning and o r c h e s t r a t i n g  r o l e  w i th  t h e  eventua l  
goa l  of c r e a t i n g  a Nat iona l  Housing Bank along t h e  l i n e s  of 
B r a z i l ' s  Housing Bank. 

3.  Recsgnizing t h a t  t h e  h igh  c o s t  of c o n s t r u c t i o n  i n  combination 
wi th  depressed r e a l  incomes haemade  home ownership s t i l l  more 
d i f f i c u l t  f o r  those  who have not  r e so lved  t h e i r  s h e l t e r  needs, 
t h e  GOC is  p rog raming  t h e  c o n s t r u c t i o n  of 142,000 " t r a n s i t i o n -  
a l "  r e i c a l  housing u n i t s  over a  s i x  year  per iod  t o  a c t  a s  a  . 
s top-gap measure. 
Furthermore, t a x  incen t ives  and a  r e v i s i o n  of t h e  r e n t a l  laws 
a r e  being cons idered  towards a t t r a c t i n g  p r i v a t e  investment i n  
r e n t a l  housing i n  gene ra l .  

4. I n  an  a t tempt  t o  develop a  more v i a b l e  system of publ ic  s e c t o r  
housinc f inance ,  t h e  GOC has determined t o  l i m i t  t h e  a c t u a l  
subs idy  by ty ing  a l l  publ ic  s e c t o r  housing mortgages t o  t h e  
readjus tment  system, and i n s t i t u t i n g  p a y r o l l  deduct ion a t  t h e  
source  of employment. To i n j e c t  some a d d i t i o n a l  p r e d i c t a b i l i t y  
and s t a b i l i t y  i n t o  t h e  l i v e s  of lower income f a m i l i e s ,  C O R M I T  
has r e c e n t l y  i n s t i t u t e d  a system of monthly payments a s  a  per- 
cen tage  of t h e  monthly income of t h e  c l i e n t .  A c l o s e r  proxima- 
t i o n  of CORHABIT mortgage i n t e r e s t  r a t e s  w i th  l o c a l  market 
i n t e r e s t  r a t e s  i s  t o  be implemented. 

..... ..... ..... I::::: 
lI!Xf 

....... ,..... ....... ....... ....... ....... 
I::::: 



5. I n  r e c o g n i t i o n  of  t h e  importance of p r i v a t e  s e c t o r  p a r t i c i p a -  
t i o n  i n  t h e  p u b l i c  s e c t o r  s o c i a l  i n t e r e s t  housing program, 
t h e  GOC has  encouraged t h e  development of i n t e r m e d i a t e  
i n s t i t u t i o n s  t o  a s s i s t  i n  o r g a n i z i n g  hous ing  demand. I n  
a d d i t i o n  t o  s t r o n g l y  s u p p o r t i n g  t h e  l a r g e r  r o l e  of  hous ing  
c o o p e r a t i v e s ,  t h e  GOC has  a l s o  sought  t o  f a c i l i t a t e  t h e  
c r e a t i o n  of Reg iona l  A s s o c i a t i o n s  f o r  S o c i a l  Housing, which 
would b e  n o n - p r o f i t  p r i v a t e  i n s t i t u t i o n s  t h a t  b r i n g  t o g e t h e r  
employers and employees i n  housing p r o j e c t s ,  i n  s t i l l  a n o t h e r  
a t t e m p t  a t  p r i v a t e  r e s o u r c e  c o o p e r a t i o n  i n  s o l v i n g  t h e  mass 
hous ing  problem. 

Housing f o r  moderate  and lower income f a m i l i e s  has  been c o n s i d e r e d  t h e  
r e s p o n s i b i l i t y  of t h e  s t a t e ,  and ample u s e  of t h e  s u b s i d y  r o u t e  has 
sometimes amounted t o  more t h a n  90% of t h e  c o s t  of  a  d w e l l i n g  u n i t  
has  been employed a s  a means of income r e d i s t r i b u t i o n .  The GOC, over  
t h e  p a s t  15 y e a r s ,  has  accounted  f o r  approx imate ly  70% of a l l  housing 
c o n s t r u c t i o n .  The p r i o r i t y  a s s i g n e d  t o  housing i s  shown i n  t h e  t a b l e  
below n o t i n g  t h e  p e r c e n t a g e  of  t o t a l  p u b l i c  c a p i t a l  i n v e s t e d  ii housing 
a n n u a l l y , .  a n d  t h e  p e r c e n t a g e  of t o t a l  budget  e x p e n d i t u r e s  t h i s  r e p r e -  
s e n t e d .  

P u b l i c  S e c t o r  Housing Inves tment  

Yo 70 
C a p i t a l  Inves tment  T o t a l  Budget 

Source:  ODEPLAN Budget 1975 

The N a t i o n a l  Developnent P l a n  c a l l s  f o r  t h e  f o l l o w i n g  o u t l a y s  t o  be  
made i n  hous ing  i n  b o t h  t h e  p u b l i c  and  p r i v a t e  s e c t o r s  o v e r  a  s i x  
y e a r  p e r i o d :  

P u b l i c  S e c t o r :  
P r i v a t e  S e c t o r :  

TOTAL : 

T o t a l  Cost  
Number of Houscs ( $  m i l l i o n s )  Cos t  per Uni t  
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What i s  impurtant  t o  keep i n  mind i s  t h e  G O C t s  s t a t e d  o b j e c t i v e  t o  
rc-coul~ ~ h ( : s c  invcstmcnts and t o  reduce i f  not  e l i m i n a t e  t h e  d i r e c t  
suljsidy L O  ~ h c  housing s e c t o r .  

The p l an  f u r t h e r  d e t a i l s  t h e  average  c o s t s  of pub l i c  housing per  year .  
The c o s t s  s t a y  i n  t h e  neighborhood of about $4,000 per u n i t  u n t i l  1979 
when it i s  expected t h a t  t h e  c o n s t r u c t i o n  of semi-permanent housing w i l l  
drop o f f  r a t h e r  s h a r p l y  a s  t h e  b a s i c  low-income housing needs a r e  met 
and pub l i c  housing i s  t o  be concent ra ted  i n  permanent housing. A t  t h i s  
t ime t h e  average c o s t  of p u b l i c  housing is expected t o  r i s e  t o  t h e  $8,000 
t o  $9,000 range pe r  u n i t .  

On examinat ion,  t h e  s e v e r a l  components of t h e  housing guaranty program 
a r e  s een  t o  be s t r o n g l y  suppor t i ve  of t h e  b a s i c  t h r u s t  of GOC housing 
p o l i c y  a s  c u r r e n t l y  de f ined  and i l l u s t r a t e d  i n  t h a t  n a t i o n ' s  housing 
p lans  and on.going programs. 

1. The GOC t h r u s t  r e f l e c t s  t h e  o f f i c i a l  suppor t  f o r ,  and i d e n t i f i -  
c a t f o n  of t h e  coope ra t i ve  system a s  a  p r e f e r r e d  development 
v e h i c l e .  I n  housing, coope ra t i ve s  a r e  seen as  an e f f e c t i v e  
t o o l  f o r  o rganiz ing  demand among t h e  l e s s  a r t i c u l a t c  groups i n  
urban s o c i e t y ,  and providing a  mechanism f o r  s t  imu l a t  in!: savin;: 
f o r  housing on t h e  p a r t  of lower income groups. Of p a r t i c u l a r  
importance t o  t h e  Coop movement is t h e  GOC i n t e r e s t  i n  s t r eng then ing  
t h e  "openn coope ra t i ve  approach. Under a  c e n t r a l i z e d  adminis t ra -  
t i v e  and t e c h n i c a l  u n i t , t h e  open coop w i l l  have t h e  s c a l e  

( i . e . ,  two-three thousand members) r e q u i r e d  t o  con f ron t  t h e  
h igh  c o s t s  of home cons t ruc t ion .  

2. The GOC is  undergoing g r e a t  s t r a i n  and p rc s su rc  f o r  budget 
c u t t i n g  below programmed l e v e l s ,  due p r i n c i p a l l y  t o  cont inued  
poor copper earn ings .  The 15,500 u n i t s  t o  bc financed by t h e  
guaran ty  program over  t h e  t h r e e  yea r  per iod  w i l l  i n s u r e  a  mini- 
mum l e v e l  of housing product ion  f o r  lower income f a m i l i e s .  

3.  The GOC has s t a t e d  i t s  d e s i r e  t o  f i nance  6,500 u n i t s  per annum 
f o r  lower income f a m i l i e s  i n  t h e  r u r a l  a r ea ,  b u t  
c u r r e n t l y  l acks  t h e  d e l i v e r y  system f o r  e f f e c t i v e l y  reaching  
t h i s  t a r g e t  a r ea .  

I n  suppor t i ng  t h e  p i l o t  program of t h e  IFICOOP-SODIMAC i n s t i t u -  
t i o n a l  team, t h e  HG program w i l l  be g iv ing  major suppor t  t o  t h e  
program aimed a t  developing and f i e l d  t e s t i n g  a  housing d e l i v e r y  
system f o r  r u r a l  market towns and ad j acen t  a r ea s .  a 

4. Cons ider ing  t h e  p re sen t  s i t u a t i o n  of lower and u n c e r t a i n  y i e l d s  
from i t s  t r a d i t i o n a l  secondary market ope ra t i on  and of r e l a t i v e  
s c a r c i t y  of uncommitted mortgage f i nanc ing  a v a i l a b l e  t h r o u i h  t h e  
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S&L system, t h e  HG program w i l l  permit t h c  systcm t o  s h i f t  
. i t s  pos ture  and focus on lower income c l i e n t s  i n  conformity 
with s t a t e d  GOC pol icy  goals .  

B. Soc ia l  

1. Popula t ion  

The 1970 census showed t h a t  t h e  populat ion a t  t h a t  t ime was 
8,885,000 persons, and had grown over t h e  previous decade a t  a  
r a t e  of 1.9% per annum. C h i l e ' s  urban populat ion by 1970 was 
602 r e f l e c t i n g  the  continuous r u r a l  t o  urban miyrat ion.  More- 
over ,  census da ta  show a  downward t r end  i n  t h e  propor t ion  of 
r e s i d e n t s  found i n  smal l  and medium-sized c i t i e s  and, co r re -  
spondingly,  a  g r e a t e r  concen t ra t ion  of populat ion i n  t h e  l a r g e r  
urban cen te r s .  Grea ter  Sant iago contained 54% of C h i l e ' s  t o t a l  
u r b a ~  popula t ion  i n  1970, having increased  by 49% dur ing  t h e  
pas t  decade. 

While t h e  s t r o n g  p a t t e r n  of urban growth unleashed i n  the  1950s 
has placed s t r o n g  p res su re  on Chilean c i t i e s  i n  terms of housing, 
i n f r a s t r u c t u r e ,  schools ,  t r a n s p o r t a t i o n ,  e t c . ,  t h e  pressure  on 
Grea te r  Sant iago has been extreme and continuous;  i n  t h e  decade 
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1960-1970, t h i s  c i t y  a lone  absorbed 64% of thc  t o t a l  na t iona l  
popula t ion  inc rease .  

Gemand a s  a Function of Family Income 

Given the  very f l u i d  and r ap id ly  changing s i t u a t i o n  crca tcd  b y  
h y p e r - i n f l a t i o n  and government measures t o  r e t u r n  the  country 
t o  a market economy, income d i s t r i b u t i o n  da ta  have been d i f f i -  
c u l t  t o  secure.  A s p e c i a l i s t  i n  t h e  a r e a  of income a n a l y s i s  
accompanied t h e  f e a s i b i l i t y  team t o  Chile  and has developed 
family income d a t a  using December of 1974 a s  the  base p o i n t  
of r e fe rence .  His f i n a l  e s t i m a t e s  repor ted  here a r e  under- 

1 / standably a mix of s t a t i s t i c s ,  assumptions, and judgement. - 
The median urban family income was found t o  be 194,000 escudos 
monthly, which a t  t h e  p r e v a i l i n g  exchange r a t e  of November 
of 1974 equa l s  $133.80. 2.l The median income f o r  f a m i l i e s  
r e s i d i n g  i n  r u r a l  market towns i s  est imated t o  be 178,150 
escudos o r  $122. 

A d i s t r i b u t i o n  of urban family income by p e r c e n t i l e s  i s  
suggested below: 

Urban Chile  

Monthly Yo Number of 
Escudos Family Income Range Urban Famil ies  Urban Fami l ies  

(U.S. $1 

Below 90,000 ' Below $62.00 10 % 210,000 
90,000 t o  133,968 62.01 t o  92.00 20% 420,000 
133,968 t o  194,000 92.01 t o  134.00 20% 420,000 

11 For more complete d i scuss ion  on family d i s t r i b u t i o n  see  - 
Pr ince ton  Univcrsi t y  Professor  Richard Webb ' s memo on 
t i  l c  SER/H,  I1Incomc D i s t r i b u t i o n  Analysis  of Chile ,"  
M;ly 2, 1975. 





For i l l u s t r a t i v e  purposes, the  t a b l e s  bclow a r c  prcscntcxl t u  
demonstrate t h e  est imated loans t o  bc provided undcr t h i s  
program, and the  e l i g i b i l i t y  of f a m i l i e s  t o  r ece ive  these  
loans r e l a t i v e  t o  t h e i r  monthly amor t iza t ion  and i n t e r e s t  
payment capaci ty  . 
I n i  t i a  1 Payment Requirements f o r  CORHABIT and SINAP Program;\ - 

Approximate 
Mortgage % Monthly Monthly Annual P e r c e n t i l e  

Loans Income Payment Income Income Range 
~ a n t i a n o / O t h e r  

*Assumes 25 year  term @ 5% annual i n t e r e s t  (3% i n t e r e s t ,  p l u s  
2% sdmini s t r a t i v e  f e e ) .  

I n i  t i a  1 Payment ~ e ~ u i r e m e n t s  for IFICOOP Program* 
Approximate 

Mortgage % Monthly Monthly Annual Pe rcen t i l e  
Lcans Income Payment Income Income Range 

500 15% 2.38 15.87 190.44 Under 5 
1,000 15% 4.75 31.67 380.04 7 
1,500 15% 7.12 47.47 569.64 12 
2,000 15% 9.49 63.27 759.24 19 
2,500 15% 11.86 79.07 948.84 2 9 

-W. -..Assumes 25 year  term @ 3% annual i n t e r e s t  (1% i n t e r e s t ,  
p lus  2% admin i s t r a t ion  f ee ) .  



C. Economic 

11 1. Background - 
Because of t he  G O C ' s  e f f o r t s  t o  i n v i t e  fo re ign  investment 
back t o  Chile  and t o  undertake i n s t i t u t i o n a l  reforms t h a t  
f o s t e r  t he  growth of a  more vigorous p r i v a t e  sec to r ,  ou tput  
i n  C h i l e ' s  major economic s e c t o r s  has  increased  s u b s t a n t i a l l y  
when compared wi th  the  1972-73 period.  The l a t e s t  e s t ima tes  
f o r  1974 i n d i c a t e  t h a t  r e a l  GDP increased  by 5-6 percent  dur ing  
the ca lender  year .  However, e x t e r n a l  economic developments, i . e . ,  
h igh  p r i c e s  f o r  imports  and low p r i c e s  f o r  Chilean expor ts ,  have 
made i t  d i f f i c u l t  f o r  t he  n a t i o n  t o  r ega in  the  s tandard of l i v i n g  
t h a t  p reva i l ed  i n  e a r l i e r  years .  

The p r i c e  of o i l  and petroleum products  has  quadrupled, and the  
p r i c e s  of a g r i c u l t u t a l  imports  have gone up' s i g n i f i c a n t l y ,  but  
t h e  p r i c e  of C h i l e ' s  major export--copper--has dec l ined  by more 
than 50 percent  from the  mid-1974 l eve l .  Consequently, t h e  
n a t i o n ' s  a b i l i t y  t o  pay f o r  e s s e n t i a l  imports  h a  s  been s e r i o u s l y  
reduced. Although many of the  medium and- long- term 
loans  were r o l l e d  over or re f inanced  i n  1972, 1973 and again  
i n  1974, t he  country i s  s t i l l  unable t o  import wi th  ' i t s  own 
resources ,  the  sum t o t a l  of consumer and c a p i t a l  goods t h a t  
i t  needs t o  resume upward economic growth. 

F luc tua t ions  i n  the  i n t e r n a t i o n a l  p r i c e  of copper, the  main expor t  
of Chile,  a l s o  e f f e c t  i n t e r n a l  p r i c e  l e v e l s  i n  seve ra l  ways. 
Government revenues have dec l ined  wi th  t h e  p r i c e  of copper, and 
t h e  p u b l i c  d e f i c i t  has increased .  These d e f i c i t s  have been 
f inanced through Cent ra l  Bank sources which have lead t o  f u r t h e r  
i n £  l a t i o n a r y  pressures .  S imi lar ly ,  l a r g e  r e c e i p t s  of revenue from 
copper s a l e s  have tended t o  push pub l i c  expendi tures  upward, wi th  
s i m i l a r  upward p res su re  on p r i c e s .  

P a r t l y  because of t h e  above and because of the  economic p o l i c i e s  
of t he  Popular Unity government, the  Consumer P r i ce  Index shot  
up by 163.4 percent  i n  1972 and 508 percent  i n  1973. The G O C 1 s  
new economic p o l i c i e s ,  coupled w i t h  higher  income from copper 
expor ts ,  have succeeded i n  r e s t r a i n i n g  somewhat upward movements 
i n  p r i c e  r i s e s  dur ing  1974, when t h e  CPI i n c r e a s e  was repor ted  
t o  be 376 'percent .  

11 For - d i scuss ion  on the  economic s i t u a t i o n  a s  i t  r e l a t e s  t o  
the  housing sec to r ,  see Indiana Univers i ty  Professor  Eugene Bradyls  
memo on f i l e  S E R / H , ' ~ P ~ O  j e c t  Report on Chile  In t ens ive  Review" 

I 
Apr i l  10, 1975. 



2. Balancc of Payments 

Thc new government ' s  f r e e  market  p r i c e  p o l i c i e s  a s  w e l l  a s  i t s  
e f f o r t s  i n  mining and i t s  open a t t i t u d e  toward f o r e i g n  i n v e s t -  
ment, p o i n t  t o  an e x p o r t - o r i e n t e d  s t r a t e g y ,  i n  c o n t r a s t  t o  t h e  
i m p o r t  s u b s t i t u t i o n  p o l i c i e s  fol lowed i n  t h e  p a s t .  

The government i s  t r y i n g  t o  ho ld  down i m p o r t s  of consumer goods 
and a g r i c u l t u r a l  corranodi t i e s  by encourag ing  domes t ic  p r o d u c t i o n .  
I n t e r m e d i a t e  and c a p i t a l  goods impor t s ,  however, a r e  p e r m i t t e d  
t o  r i s e  i n  accordance  w i t h  t h e  growth r e q u i r e m e n t s  of t h e  economy, 
and C h i l e ' s  a b i l i t y  t o  borrow from e x t e r n a l  s o u r c e s .  

Chi le  should  be  a b l g  a t  l e a s t  p a r t i a l 1 5  t o  c o r r e c t  i t s  a d v e r s e  
b a l a n c o  of t r a d e  by i n c r e a s i n g  e x p o r t s  and s t a b i  li z i n g  i m p o r t s .  
Howcver, a s  a  r e s u l t  of i n c r e a s i n g  p r i c e s  f o r  i m p o r t s ,  e s p c c i a l l y  
o i l ,  and heavy i n t e r e s t  payments on e x t e r n a l  d c b t ,  t h e  c u r r e n t  
account  p o s i t i o n  i s  l i k e l y  t o  remain  n e g a t i v e  f o r  t h e  irnmediatc 

11 f u t u r e .  The I B R L  e s t i m a t e s  t h a t  C h i l e ' s  c u r r e n t  account  w i l l  
be c r i t i c a l  th roughout  t h e  remainder  of t h i s  dec.ade. The o v e r a l l  
b a l a n c e  of payments d e f i c i t ,  based on c u r r e n t  p r o j e c t i o n s ,  i s  
expec ted  t o  r e a c h  $586 m i l l i o n  d u r i n g  1975. 

-3. E x t e r n a l  Debt S i t u a t i o n  

C h i l e  ' s  p u b l i c  and p r i v a t e  e x t e r n a l  d e b t  w i t h  government g u a r a n t y  
i s  e s t i m a t e d  t o  have been around $3 b i l l i o n  on December 31, 1973. 
Around $2.8 b i l l i o n  of t h i s  t o t a l  i s  r e p a y a b l e  i n  f o r e i g n  c u r r e n c y .  
The most  i m p o r t a n t  c r e d i t o r  c o u n t r i e s  a r c  t h c  United S t s t z s ,  t h e  
F c d c r a l  Republ ic  of Germany, t h e  United Kingdom and France.  Among 
t h e  i n t e r n a t i o n a l  f i n a n c i a l  i n s t i t u t i o n s ,  t h e  I B R D  l e a d s  o t h e r s  
w i t h  o u t s t a n d i n g  l o a n s  of $129 m i l l i o n .  

Unable t o '  meet t h e s e  l a r g e  o b l i g a t i o n s ,  t h e  GOC concluded r e s c h e d u l i n g  
agreements  w i t h  i t s  major  c r e d i t o r s .  Thus, i n  1973, $356 m i l l i o n  of 
a m o r t i z a t i o n  and i n t e r e s t  payments were d e f e r r e d  u n t i l  l a t e r  y e a r s ,  
and on March 25, 1974, t h e  r e p r e s e n t a t i v e s  of some n i n e  c r e d i t o r  
c o u n t r i e s  agreed  t o  r e c h e d u l e  a m o r t i z a t i o n  and i n t e r e s t  payments * 

due i n  1973 and 1974 f o r  t h e  same c a t e g o r y  of l o a n s  covered  i n  
t h e  1972 agreements .  

11 IBRD, " S p e c i a l  Repor t  on t h e  Chi lean  Economic Out look,  October  1974. - 
Table  3 . 1  
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Chi l e  f a c e s  ve ry  heavy e x t e r n a l  d c b t  o b l i g a t i o n s  du r ing  ~hch niSsl: 
few y e a r s ,  p a r t i c u l a r l y  du r ing  1976. The d c b t  s c r v i c c  on c x i s t i n g  
f o r e i g n  d e b t  would peak, assuming normal coppcr  c a rn ings ,  a t  about  
25 p e r c e n t  of e x p o r t  r e c e i p t s  over  t h e  n e x t  f i v e  yea r s ,  and 
d e c l i n e  g r a d u a l l y  t h e r e a f t e r  t o  below 20 p e r c e n t  by 1985. The 
magnitude of t h e s e  r a t i o s  may, however, change due t o  new borrowings 
and t h e  r e s c h e d u l i n g  of some of t h e  e x i s t i n g  l o a n s  o r  p r i c e  of copper.  

Depending upon t h e  p r i c e  of copper,  C h i l e ' s  e x t e r n a l  f i n a n c i d ' r e q u i r e -  
ments f o r  1975 w i l l  be between U.S. $502 m i l l i o n  and U.S. $725 m i l l i o n .  
Of t h i s  amount, U.S. $282 m i l l i o n  w i l l  r e p r e s e n t  d e b t  r e l i e f  w i t h  
t h e  remain ing  U.S. $220 m i l l i o n  t o  U.S. $443 m i l l i o n  t o  be f inanced  
from e x t e r n a l  sources .  I n  a d d i t i o n  t o  a  proposed U.S. $55 m i l l i o n  
HG loan,  o t h e r  U.S. Government b i l a t e r a l  development loan  a s s i s t a n c e  
i s  l i k e l y  t o  be U.S. $25 m i l l i o n .  For 1975, t h e  IBRD program i n  
Ch i l e  cou ld  p o s s i b l y  r e a c h  U.S. $80 m i l l i o n ,  and t h e  I D B  program 
could be  between U.S. $60 and U.S. $70 m i l l i o n .  

I f  C h i l e ' s  1975 e x t e r n a l  f i n a n c i a l  r equ i r emen t s  a r e  n o t  met, t h e  
coun t ry  w i l l  i n e v i t a b l y  expe r i ence  a  f u r t h e r  r e d u c t i o n  i n  economic 
a c t i v i t y  and i n c r e a s e d  unemployment. 

4. P o s s i b l e  Economic E f f e c t s  of t h e  HG Program 

A f t e r  d e t a i l e d  d i s c u s s i o n  w i th  many housing and f i n a n c i a l  people  
i n  San t iago ,  i t  was concluded t h a t  t h e  p r o s p e c t i v e  $55 m i l l i o n  
l oan  w i l l  n o t  b e  i n f l a t i o n a r y .  That i s ,  i t  w i l l  n o t  c o n t r i b u t e  
t o  t h e  c u r r e n t  run-up i n  p r i c e s  and, i n  f a c t ,  may w e l l  prove 
t o  be d e f l a t i o n a r y .  The r a t i o n a l e  f o r  t h i s  view fo l lows :  

a *  The l a b o r  i n t e n s i v e  c h a r a c t e r  of t h e  b u i l d i n g  
i n d u s t r y  i n  C h i l e  w i l l  i n c r e a s e  t h e  
l e v e l  of employment i n  Ch i l e .  A t  t h e  end of 1974, 
t h e  r a t e  f agg rega t i ng  unemployment was about  10 
p e r c e n t , B  and had n o t  changed s u b s t a n t i a l l y  d u r i n g  
t h e  f i r s t  t h r e e  months of 1975. The employment 
m u l t i p l i e r  f o r  t h e  housing s e c t o r  i s  h ighe r  t han  
t h a t  f o r  o t h e r  s e c t o r s  of t h e  economy, and i n c r e a s i n g  
employment i n  hous ing  should be  d e f l a t i o n a r y .  
Lhemployment compensation cove r ing  workers  over  t h e  
f i r s t  y e a r  t hey  a r e  unemployed must be f inanced  o u t  
of Government d e f i c i t s  (under Decree Law 603 of 
August 5, 1974), and t h e  magnitude of t he  d e f i c i t  
i t s c l f  i s  a major causc  of i n f l a t i o n .  

11 A struily nrailc by t h c  Na t i ona l  I n s t i t u t e  o i  S t a t i s t i c s  n o t e s  t h a t  t h e  - 
t o t ; t l  ~ L ' V C ~  01 uncniploymcnt was 9.4 pcrccnt:  i n  December of 1974, and 
t h a t  t h c  unemployment r a t e  i n  t h e  c o n s t r u c t i o n  s e c t o r  r o s e  sha rp ly  i n  
t h c  i o u r t h  q u a r t e r  of t h e  y e a r  a s  fo l lows :  October 1974: 8.0%; 

' 

Novcmber 1974: 11.8%; and December 1974: 19.0%. 
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The n a t u r e  of t h e  l a b o r  requ i rements  f o r  t h c  housing 
i n d u s t r y  i s  such t h a t  u n s k i l l e d  l a b o r  can  bc u t i l i z e d  
i n  p r a c t i c a l l y  a l l  f a c e t s  of c o n s t r u c t i o n .  Therc 
a r e  low e n t r y  b a r r i e r s  t o  t h e  b u i l d i n g  i n d u s t r y ,  bo th  
i n  terms of l a b o r  and m a t e r i a l s  p roduc t i on  and subs tan-  
t i a l  i n c r e a s e s  i n  t h e  r e a l  volume of hous ing  a c t i v i t y  
cou ld  be a f f e c t e d  w i thou t  upward p r e s s u r e s  on p r i c e ,  
e i t h e r  f o r  l a b o r  o r  f o r  m a t e r i a l s .  The hous ing  i n d u s t r y  
i s  c u r r e n t l y  i n  a  c y c l i c  slump i n  Chi le ,  j u s t  a s  i t  i s  
i n  t h e  United S t a t e s  and c o n s i d e r a b l e  i n c r e a s e s  i n  
r e a l  o u t p u t  cou ld  be made i n  a v e r y  s h o r t  pe r i od  of 
t ime  w i thou t  s t r a i n i n g  c a p a c i t y .  

'b. The proposed HG program f u r t h e r  appea r s  t o  be  c o n s i s t e n t  
w i t h  t h e  o v e r a l l  program of t a x  i n c e n t i v e s  c u r r e n t l y  
be ing  fo l lowed  by t h e  Chi lean  Government. Genera l ly  
speaking,  t hey  have switched s u b s i d a t i o n  from c a p i t a l  
t o  l a b o r  and s u b s i d i e s  have g e n e r a l l y  been t r a n s f e r r e d  
f r o m  c a p i t a l  i n c e n t i v e s  t o  l a b o r  i n c e n t i v e s .  

A s t i m u l a t i o n  of 
hous ing ,  a c t i v i t y  w i t h  i t s  l a b o r  i n t e n s i v e  p roduc t i on  
t e chn iques ,  i s c o n s i s t e n t  w i t h  t h e  o v e r a l l  p o l i c i e s  

. c u r r e n t l y  pursued by t h e  Government. 

c .  The f o r e i g n  exchange g a i n s  of a  HG c r e d i t  w i l l  n o t  be 
o f f  s e t  by exchange l o s s e s  t h rough  expansion of t h e  housing 
i n d u s t r y .  Es t imates  by d i f f e r e n t  people  va ry ,  b u t  t h e  
g e n e r a l  consensus  seems t o  be t h a t  l e s s  t han  two pe r cen t  
of t h e  r equ i r emen t s  of t h e  housing i n d u s t r y  w i l l  r e q u i r e  
impor t s .  T.o t h e  e x t e n t  t h a t  domes t ic  i n f l a t i o n  r e s u l t s  
from i n c r e a s i n g  ba l ance  of payments d e f i c i t s  f o r c i n g  
con t inued  exchange r a t e  ad jus tments ,  t h e  l o a n  would 
be  non-in£ l a t i o n a r p  (and p o s s i b l y  a c t u a l l y  d e f l a t i o n a r y  ) . 



D. Technicai  

1. Cons t r a in t s  

No c o n s t r a i n t s  a r e  a n t i c i p a t e d  due e i t h e r  t o  shor tages  i n  
manpower nor i n  bu i ld ing  m a t e r i a l s .  

On t h e  manpower s i d e  of t h e  equat ion ,  from experienced housing 
f inance  admin i s t r a to r s  and homebuilding c o n t r a c t o r s ,  t o  
a r c h i t e c t s  and c i v i l  engineers ,  t o  s k i l l e d  and u n s k i l l e d  
workers, no shor tages  wi th in  fo reseeab le  product ion l e v e l s  
a t t a i n a b l e  a r e  a n t i c i p a t e d .  Quite  t h e  con t ra ry ,  one d e s i r a b l e  
by-product of t h e  housing program w i l l  be t h e  genera t ion  of 
employment i n  an economy s u f f e r i n g  from 10% - 12% unemployment, 

On t h e  bu i ld ing  m a t e r i a l s  s i d e ,  given t h e  f a c t  t h a t  t h e  import 
component is only approximately 2%, and t h a t  t h e  homebuilding 
i n d u s t r y  i s  c u r r e n t l y  i n  a  depressed s t a t e ,  it i s  s a f e  t o  
assume t h a t  s i g n i f i c a n t  i nc reases  i n  t h e  volume of housing 
s t a r t s  would be r equ i red  t o  even c h a l l e n i e  t h e  product ive 
capac i ty  of t h e  bui ld ing  m a t e r i a l s  indus t ry .  The a d d i t i o n a l  
volume and type  of cons t ruc t ion  represented  by t h e  HG pro- 
$ram would not  be s u f f i c i e n t  t o  gene ra t e  m a t e r i a l s  shortages.  

2. Technological Innovat ions ................ 
.............. ............... .............. 

Although a  major po r t ion  of t h e  HG r e sources  
w i l l  be d i r e c t e d  a t  support ing e x i s t i n g  housing programs with 
wel l  e s t a b l i s h e d  t e c h n i c a l  underwri t ing procedures,  t h e  
r u r a l  marketing town subprogram w i l l  he lp  e s t a b l i s h  a  new 
housing d e l i v e r y  system. I n  order  t o  a s s i s t  t h e  GOC bu i ld  
6,506 dwell ing u n i t s  annual ly  i n  t h e  r u r a l  s e c t o r ,  IFICOOP 
and SODIMAC have developed, on a  p i l o t  b a s i s ,  a n  a p p a r a t u s  

capable of channel l ing  supervised  housing f inance  t o  t h e  
r u r a l  s e c t o r .  An IFICOOP a n a l y s i s  i n d i c a t e s  t h a t  a market 
c x i s t s  f o r  a  s e l f - h e l p  program, producing new or  e-;pandin? 
cs i s t in! :  housing i n  t h e  $1,000 - $2,500 range, and would 
se rve  a  c l i e n t  group approximately t h e  5 th  t o  29th 
family income p e r c e n t i l e .  I t  i s  a n t i c i p a t e d  t h a t  approximately 
3,000 u n i t s  w i l l  be developed under t h i s  p i l o t  program. 

The i n i t i a l  p i l o t  program w i l l  be undertaken by IFICOOP - 
SODIMAC through mult i -purpose a g r i c u l t u r a l  coopera t ives  
a l r eady  organized and funct ioning  i n  des igna t  ed a reas .  
SODIIUC w i l l  deploy t h e  necessary t e c h n i c a l  f i e l d  workers t o  

............. .............. .............. ............... ........... ............. ............... ............... 
t . . : : : : : : : :  ::: , ............... 
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implement t h e  o r g a n i z a t i o n a l  and s e l f - h e l p  a s p e c t s  of t h e  
program. SODIMAC w i l l  make a v a i l a b l e  t o  t h e  program wi thout  
c o s t  t h e  o f f i c e  s p a c e  and a d m i n i s t r a t i v e  suppo r t  r equ i r ed .  
The v a l u e  of t h i s  c o n t r i b u t i o n  i s  e s t ima t ed  a t  $50,000 p e r  
y e a r  f o r  t h e  a n t i c i p a t e d  3 y e a r  implementat ion pe r i od .  

S e r v i c i n g  of t h e  c o l l e c t i o n s  o f  t h e  completed u n i t s ,  
improvements and expansions  of e x i s t i n g  u n i t s  w i l l  be  t h e  
r e s p o n s i b i l i t y  of t h e  l o c a l  c o o p e r a t i v e s ,  w i t h  t h e  a s s i s t a n c e  
and mon i to r i ng  of IFICOOP . 

E. F i n a n c i a l  

The t e n t a t i v e  and i l l u s t r a t i v e  f i n a n c e  p l a n  i s  a s  fo l lows :  

( I n  U.S. $ Thousands) 

TOTAL 

H.G. Funds 21,000 32,000 2,000 55,000 
Coope ra t i ve  Downpayments 2,333 3,555 2  2  2  6,110 
SODIMAC in -k ind  s u p p o r t  50 5  0  5  0  150 
Value of s e l f  h e l p  l a b o r  2  00 400 400 1,000 

The fo l l owing  c h a r t  s u r m r i z e s  t h e  f l ow  of r e s o u r c e s  t o  t h e  sub- 
borrowers  and t h e  p r o j e c t e d  r a t e  of r e t u r n  on l oans  t o  t h e  homebuyer. 
A l l  t h r e e  sub-borrowers a n t i c i p a t e  app ly ing  a  2% a d m i n i s t r a t i v e  o r  
s e r v i c e  f e e  on t h e  unpa id  ba l ance  t o  cover  t h e  c o s t s  of mortgage 
s e r v i c i n g .  I t  i s  , a n t i c i p a t e d  t h a t  a  p o r t i o n  of t h i s  f e e  w i l l  be  
p a i d  t o  t h e  Coope ra t i ve s  who w i l l  a c t  a s  t h e  c o l l e c t i o n  a g e n t s  
f o r  t h e  sub-borrowers.  

1/ Thp  Hr; r e s o l l r c e s  w i l l  comprise  a p p r o v i m a t e l v  c .ne - !h ir ! l  c . i  (:OrZH-2FIT's - 
I rran a1 t 1 v i  t i P C  t l ~ ~ r  i r ~ r  the d i s h u r s ~ m ~ n t  l l e , .  i s . 1 1 .  ni,f1 sll13r v - . r i ~ ~ l a l  cl v f 

[,-=rc m r c t  v,f t t r ( i ~  c r f  ' 1 I N A Y  end I P f : i 6 l l ' ,  
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r= The r e a l  r a t e  of  return on 
the  loan. The i n i t i a l  lower 
r a t e  o f  i n t e r e s t  o f  3% w i l l  be 
adjusted annually a t  a r a t e  of  
3% on the  monthly payments. 



'LO compc.ns:~to 1 or thc  cu r ren t ly  acknowlcdgod dcprcs s io r~  o l  rc;i 1 w;lg~~s,  
; ~ r i t l  s o  c~naljlc thc program t o  rcach f u r t h c r  down on t h c  incomc scnlc ,  n 
v a r i a b l c  paymcnt w i l l  be charged t o  the  i n d i v i d u a l  cooperative home- 
owner. The loans  under the terms of t he  proposed program would be 
r epa id  over an  amor t iza t ion  period of 25 yea r s  wi th  an i n i t i a l  
payment based on a  r a t e  of r e t u r n  t o  t'he lender  of 3  percent ,  and an 
annual  i n c r e a s e  i n  payments s u f f i c i e n t  t o  y i e l d  a  r e a l  r a t e  of r e t u r n  
over t h e  e n t i r e  loan period of 6 percent .  I n  t h e  case  of the  IFICOOP, 
t h e  r e a l  r a t e  of r e t u r n  w i l l  be 3% wi th  i n i t i a l  payments based on a  
1 percent  r z t e  of i n t e r e s t .  The annual i n c r e a s e  i n  payments necessary 
t o  achieve t h i s  end i s  approximately 3 p e r c e n t  per  year .  This annual 
adjustment  i s  based on the  G O E t s  e s t ima te  t h a t  r e a l  wage changes w i l l  
permit  t h e  f a m i l i e s  p a r t i c i p a t i n g  i n  t h i s  program t o  slowly inc rease  
t h e i r  payments. This  v a r i a b l e  payment scheme has  been t e s t e d  on a  
computer program prepared by Indiana Universi ty.  

I n  a d d i t i o n  t o  t h e  v a r i a b l e  payment mechanism, a l l  mortgages a r e  
t i e d  t o  t h e  annual readjustment ,  based on changes i n  the  CIP, thus  
p r o t e c t i n g  t h e  inves t ed  c a p i t a l  a g a i n s t  e ros ion  by i n f l a t i o n .  The 
home buyers  a l s o  b e n e f i t  and r e c e i v e  f i n a n c i a l  p r o t e c t i o n  wi th  t h e  
readjustment  system s ince  f l u c t u a t i o n s  i n  the  CPI index serve  
a s  t h e  b a s i s  f o r  p e r i o d i c  i n c r e a s e s  i n  wages and s a l a r i e s .  It 
should be pointed ou t  t h a t  t he  r e a d j u s t a b i l i t y  makes the  s t a t e d  
i n t e r e s t  r a t e s ,  r e a l  i n t e r e s t  r a t e s .  The s i x  po in t  r e a l  r a t e  of 
i n t e r e s t  i s  i n  e f f e c t  a  very  h igh  r a t e  of i n t e r e s t  and i n  a  more 

1 / s t a b l e  economy should prove t o  be an a t t r a c t i v e  f i n a n c i a l  paper. - 
The GOC has  decided t o  make the  loan t o  IFICOOP a t  a  lower i n t e r e s t  
r a t e  i n  order  t o  f u r t h e r  s t i m u l a t e  l i n e s  of supervised c r e d i t  f o r  
home c o n s t r u c t i o n  and/or improvement i n  the  r u r a l  s ec to r .  I 

- 

1/ For d i scuss ion  on the  c u r r e n t  s t r u c t u r e  of money and c a p i t a l  - 
markets i n  Chile,  s ee  Eugene Bradyts  memo on f i l e  i n  SER/H 

BEST AVAILABLE COPY 



A. Admin i s t r a t i on  

The t h r e e  sub-borrowers  r e s p o n s i b l e  f o r  t he  v a r i o u s  f a c e t s  
of t h e  program a r e :  

a .  CORHABIT 

CORHABIT i s  t o  r e c e i v e  a  major p o r t i o n  of t h e  proposed 
HG r e sou rce s .  Th is  i n s t i t u t i o n  was e s t a b l i s h e d  i n  
1965 a s  an autonomous c o r p o r a t i o n  fo l l owing  a  major 
c o n s o l i d a t i o n  and r a t i o n a l i z a t i o n  of t h e  housing 
s e c t o r  under  t h e  a e g i s  of MLNVU. A s  o r i g i n a l l y  
conce ived ,  CORHABIT was t o  be one of f ou r  such corpora -  
t i o n s  o p e r a t i n g  under t h e  c o n t r o l  of MTNVU. It was 
charged w i t h  marke t ing ,  p rope r ty  management, and mortgage 
s e r v i c i n g  . The Housing Corpora t ion  (CORVI) would 
c o n s t r u c t  homes on land acqu i r ed  by t h e  Urban Renewal 
Co rpo ra t i on  (CORMU) and t hen  CORHABIT would a s s i g n  
t he  u n i t s .  The i n t ended  d i v i s i o n  of l abo r  qu i ck ly  
broke down, w i t h  each  c o r p o r a t i o n  unde r t ak ing  
f u n c t i o n s  o r i g i n a l l y  a s s i gned  t o  ano the r .  CORHABIT 
admin i s t e r ed  t h e  GOC' s s i t e  and s e r v i c e s  program, 
t hen  t h e  popula r  s a v i n g s  p l a n  which t r i e d  t o  o rgan i ze  
marg ina l  groups and s t a r t  them sav ing  f o r  housing. 

. F i n a l l y ,  CORHABIT provided f i n a n c i n g  f o r  low income 
housing coope ra t i ve s .  These low c o s t  u n i t s  were 
n o t  p a r t  of t h e  r e ad ju s tmen t  mortgage system; t h e  
c o n t i n u a t i o n  of i n f l a t i o n a r y  e r o s i o n  of t h e  v a l u e  
of t h e s e  mortgages  and t h e  laxed c o l l e c t i o n  procedures  
qu i ck ly  d e c a p i t a l i z e d  t h e  institution and due t o  t h e  
s c a r c i t y  of long- term f i n a n c i n g ,  left many c o o p e r a t i v e s  
s t a l l e d  i n  t h e i r  d e s i r e  f o r  housing.  

Under t h e  new a d m i n i s t r a t i o n ,  CORHABIT o p e r a t i o n s  have 
been t i g h t e n e 4  i t s  mortgages  r e a d j u s t e d  based on changes  
i n  t h e  CPI, t h e  s t a f f  reduced by 60 pe r cen t ,  and i t s  
c o l l e c t i o n s  v a s t l y  improved by r e c o u r s e  t o  a  system 
of p a y r o l l  deduc t i ons .  

S i g n i f i c a n t  management/organizational f e a t u r e s  of 
CORHABIT i n c l u d e  : 



(1 )  A l i o n ' s  s h a r c  of GOC funds  rcccaivcd by 
CORHABIT have bccn used t o  complctc t h e  
l a r g e  numbcr of hous ing  s t a r t s  madc under  
t h e  p r e v i o u s  governemnt, b u t  ncvcr  complctcd.  

(2) CORHABIT c u r r e n t l y  h a s  f o u r  o f f i c e s  s e r v i c i n g  
t h e  G r e a t e r  S a n t i a g o  a r e a ,  and 24 a d d i t i o n a l  
o f f i c e s  sp read  th roughout  t h e  n a t i o n .  The 
c h i e f  o f f i c e r  of t h e  c o r p o r a t i o n  i s  t h e  
e x e c u t i v e  v i c e  p r e s i d e n t ,  and each  r e g i o n a l  
and z o n a l  o f f i c e  i s  headed by a  manager. 

( 3 )  P r i n c i p a l  f u n c t i o n s  of t h e  i n s t i t u t i o n  a r e  
t h e  g e n e r a l  s e r v i c i n g  of a l l  mortgages  
guaran teed  by t h e  p u b l i c  s e c t o r  hous ing  ' 

i n s t i t u t i o n s ,  t h e  r e g i s t r a t i o n  and m o n i t o r i n g  
of c o o p e r a t i v e s  p a r t i c i p a t i n g  o r  s e e k i n g  t o  
p a r t i c i p a t e  i n  t h e  program, t h e  c o n t r o l  and 
a c c o u n t i n g  of p r o j e c t s  under  c o n s t r u c t i o n ,  
i n s p e c t i o n  of s i t e  p r o g r e s s  and c o l l e c t i o n s .  

(4 )  The i n s t i t i t i o n  i s  c u r r e n t l y  managing a  p o r t f o l i o  
of approx imate ly  250,000 a c c o u n t s .  

The newly 
comnenced d r i v e  t o  e f f e c t  c o l l e c t i o n s  by p a y r o l l  
d e d u c t i o n  h a s  been q u i t e  s u c c e s s f u l  and e f f e c t i v e ;  
t h e r e  a r e  c u r r e n t l y  120,000 a c c o u n t s  b e i n g  
c o l l e c t e d  i n  that manner monthly.  

(5 )  Of t h e  t o t a l  numbcr of cooperatives r e g i s t e r e d  
w i t h  CORHABIT (more t h a n  300) c u r r e n t l y  96, 
r e p r e s e n t i n g  somewhat i n  e x c e s s  of 6,200 
members, have completed a l l  t h e  r e q u i r e m e n t s  
f o r  f i n a n c i n g ,  i .e . ,  they have saved and 
purchased l a n d  and i n s t a l l e d  i n f r a s t r u c t u r e  
a s  p e r  l o c a l  r e q u i r e m e n t s  b u t  a r e  unab le  t o  
o b t a i n  long- term f i n a n c i n g .  Most of t h e s z  
members f a l l  w i t h i n  t h e  HG t a r g c t  group 
i d e n t i f  i c d  The advanced s t a t e  of CORHABIT 
f a c c t  o I  t h c  proposed HG program should pcrmi t  
f a s t  s t i l r t u p  and r c l n t i v c l y  quic.k d i  sbursl-rnc3nt. 

(6)  CORHAUIT' s nlsnngcoli3nt team apl)c>:ir s t o  I)(, c.~lpal) l c -  

and d c d l c o t c d  iind t h c  o r g a ~ l i z ; l t i o ~ l a l  l ) rob lc~ns  
i d e n t i f i e d  c a r l i c r  have been tu rned  around. 
The a d d i t i o n a l  volume of work f o r  CORHABIT 
r e p r e s e n t e d  by t h e  $35 m i l l i o n  component 

11 See Annex E: A sample r o f i l e  of monthly incomes of f a m i l i e s  who may - K p a r t i c i p a t e  i n  t e  HG program. 
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of the  proposed HC w i l l  rchquirc thts ,~ssignmt.nt 
of a d d i t i o n a l  s t r t f  l . Thi s \ $ I  I I 1 ~ 1 s  $ 1  i :,( t~: . : , ,~t l  
during tht* n t a ~ o t  i n t  io11 I I ~ I . I : . ~ -  1 1 1  I 1 1 1 3  II(: 161.111. 

The lfc r c sourccs  Lo 1)'. i ~~vc* : ;Lt . t l  ( : O K l l A I I  I 'I' w i  I I  11r.t111i I 

t he  housing coopcr t ivc  niovcmciiL ca r ry  t o  c . u m l ~ 1 1 ~ t  i t>n 
numerous housing p r o j e c t s  t h a t  have not  been b u i l t  
f o r  lack  of c a p i t a l .  (See Table One) 

S  INAP - 
'Funds for the S&L system w i l l  be l e n t  to  
t he  Ca ja  Cent ra l ,  an autonomous f i n a n c i a l  e n t i t y ,  
c r e a t e d  i n  1960. The Ca ja i s  administered and d i r ec t ed  
by a  three-man Board of D i rec to r s  appointed by t h e  
GOC f o r  three-year  renewal terms. The Minis te r  of 
Housing may p a r t i c i p a t e  i n  Board meeting and can v e t o  
r e s o l u t i o n s  of t he  Board. 

The powers of t he  Caja have proven broad enough t o  
provide necessary c o n t r o l  over and support  of t h e  
system. They may be s m r i z e d  a s  follows: 

(1) To au thor i ze  t h e  es tab l i shment  of i n d i v i d u a l  
p r i v a t e  savings and loan a s s o c i a t i o n s ,  t o  

- e s t a b l i s h  s tandards  f o r  t h e i r  i nco rpora t ion  and 
opera t ion ,  t o  e s t a b l i s h  l i m i t a t i o n s  on a s s o c i a t i o n '  s 
f inancing  terms, and t o  review a s s o c i a t i o n s '  
performance by means of p e r i o d i c  a u d i t .  

( 2 )  To determine t h e  annual readjustment  of t h e  
p r i n c i p a l  amount of d e p o s i t s  i n  mortgage loans 
of ,  and Caja loans  t o  t h e  a s s o c i a t i o n s .  

( 3 )  To i n s u r e  savings d e p o s i t s  made i n  a s s o c i a t i o n s  
and t o  v e r i f y  t h a t  mortgage loans granted by 
the  a s s o c i a t i o n s  a re  r ead jus t ed .  

(4) To a c t  a s  a  c e n t r a l  c r e d i t  agency f o r  the  
a s soc ia t ions .  As such the  Caja can make 
secured loans t o  the  a s s o c i a t i o n s ,  may purchasc 
the  a s s o c i a t i o n s '  mortgage paper, and maintain . 
a  secondary market among p r i v a t e  investment 
sources  f o r  such mortgage paper. 
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TABLE ONE 
F i n a n c i a l  Plans .and Es t imated  &ea-kdown o f  Uni t s  t o  be  cons t ruc t ed .  * 

. - - - I_ --- ._- ---.- _ _  .--- 
CORHAB I T - - -. - - -- ... -. . . .  

SINAE' IFICOOP 

1. - Maximum Value $5,150 $5,150 $2,500 

2. - Downpapent o r  e q u i t y  
r equ i r ed  

3 .  - Mortgages 
a .  Range $2,000-4,600 $2,000-4,600 $500-2,500 
b. Average 

(2)  Improvements - - $1,000 

4. - Terms 
a .  I n t e r e s t  ( i n i t i a l )  
b. Admin i s t r a t i ve  Fee 
c .  T o t a l  

5. - Length of Mortgage 
a .  Mortgages Up t o  25 y r s .  Up t o  25 y r s .  Up t o  25 y r s .  
b. Home Improvements - - Up t o  15 y r s .  

6. - I n i t i a l  Monthly Payment 
Range $11.70 t o  26.90 $11.70 t~ 269C $2.38 t o  11.86 

7. - Percen t  of Income Required 
t o  Amortize Loan 

8. - T o t a l  Number' Loans 
a .  New h i t s  
b. Improvements 

9. - HC Financing 

10. - Downpapcnts o r  e q u i t y  $1.7 m i l l i o n  $.5 m i l l i o n  

11 .  - S r l f - h c l p  ' 

1 % .  - SOIIIMAC Con t r ibu t ion  

$38.9 m i l l i o n  $16.7 m i l l i o n  $6.65 mil. l ion 1 ' . 'L'ot;~ 1 I:L nnnci ng 

* R e a l l o c a t i o n  of funds  between CORHABIT and SINAP may be au tho r i zed  
but  on ly  w i th  t h e  approva l  of A I D / W .  
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The s a v i n g s  and loan a s s o c i a t i i t u s  i 11 (:hi 1 ,$ ; r l . t S  1 1 1 -  i \ , A I  ,,. 
n o n - p r o f i  t mutual assoc i  a t i v u s  ~ ~ W ~ ~ I . I I , $ , I  t ~ \ .  :I l \ k ~ ; ~ ~  . I  
~i Dircc ' to r s .  AS SOL*^ :ILI.LUI:;  : I , . , ~ ~ I (  I , , , '  I , . + . ; I I  :.[ :I I 

th rough  t h c  issu:~nc-'1 0 1  :I c l l : ~ ~ ~  ( - 1 .  I 11,. ( : ; I , I : I .  I , , ~ , I S I  i I!?. 

o p e r a t i o n s  of t h e  a s s o c i a t i o n s  n r ( ,  r c s t r l  c . i c - ~ l  1 o ~ 1 1 , .  

g e o g r a p h i c a l  r e g i o n  a u t h o r i z c d  by t h c  Caja.  

There a r e  p r e s e n t l y  21 a s s o c i a t i o n s  f u n c t i o n i n g  i n  
Chi le .  Seven a s s o c i a t i o n s ,  w i t h  t h e i r  15  b r a n c h  
o f f i c e s ,  a r e  l o s a t e d  i n  San t iago .  

I n  s l i g h t l y  o v e r  1 4  y e a r s  of o p e r a t i o n s ,  t h e  systein h a s  b u i l t  
143,636 homes and a t t r a c t e d  690,000.  s a v e r s .  
The system, i n  r e c e n t  y e a r s , h a s  accounted  f o r  t h e  f i n a n c i n g  
of approx imate ly  90-95% of a  11 h c u s i n g  c o n s t r ~ c t i o , ~  ir.  
t h e  p r i v a t e  s e c t o r  (approx imate ly  18,000 homes i n  1974).  
AS of J u l y  31, 19'4, t h e  sys te-ds  n o r t z a g e  p o r t f o l i o  t o t a l e d  
U.S. $800 m i l l i o n .  

I n  t h e  c o u r s e  of i t s  o p e r a t i o n s ,  SINAP h a s  f i n a n c e d  
hous ing  coopera t ives ,  and i s  t h u s  fami l i a r  w i t h  t h a t  
t y p e  of o r g a n i z a t i o n ,  and i t s  s p e c i a l  n e e d s  and 
c h a r a c t e r i s t i c s .  Approximately 17% of a l l  homes 
f i n a n c e d  by t h e  system, 24,000 i n  number w i t h  a n  
e s t i m a t e d  v a l u e  of $110 m i l l i o n ,  were c o c p e r a t i v e s .  

With t h r e e  d i g i t  i n f l a t i o n  and t h e  use  of an  a n n u a l  
r e a d j u s t m e n t  of t h e  mortgage p r i n c i p a l  t o  m a i n t a i n  
t h e  v a l u e  of t h e  c a p i t a l  i n v e s t e d ,  s e l l i n g  p r i c e s  
a s  a  b a s i s  f o r  comparison i n  t h e  Chi l c a n  housing rnarkct 
have no meaning. A nlorc mconingi u  1 m~,a s u r c  of t h c  
t y p c  of hous ing  l  inonccd,  and t h u s  t o  ;I l o r p ~ >  d c g r ~ > c  
t h e  t a r g e t  group sc rvcd ,  i s  t h c  s i z ~ ,  o l  t h c  J w c l l i n g  
u n i t s  (square mctcrs) f i n e n c c d .  

Over t h e  dccade 1965 t o  1974, t h e  average  s i z e  home 
f i n a n c e d  by C h i l e a n  s a v i n g s  and l o a n s  r a n  t o  a b o u t  
65 s q u a r e  m e t e r s .  There was a  downward t r e n d  over  t h e  
e n t i r e  decade w i t h  t h e  s i z e  of houses  f i n a n c e d  by s a v i n g s  
and l o a n s  a v e r a g i n g  a b o u t  73  square  m e t e r s  i n  t h e  middle  
1960s and f a l l i n g  t o  s l i g h t l y  over  50 square  m e t e r s  i n  
1973 and 1974. T h i s  downward tendency i n c r e a s e d  r a t h e r  
s h a r p l y  a f t e r  1971. Looking i n  more d e t a i l  a t  t h e  
monthly f i g u r e s  f o r  t h e  y e a r s  1972 th rough  1974, t h e r e  
i s  no c l e a r  t r e n d  d i s t i n g u i s h a b l e .  However, i t  i s  c l e a r  
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t h a t  t h e  a v e r a g e  s i z e  house f i n a n c e d  by t h e  s a v i n g s  
and l o a n  system has  been on t h e  average  l a r g e r  t h a n  
t h o s e  houses  which w i l l  be p r o s p e c t i v e l y  f i n a n c e d  
w i t h  t h e  HG r e s o u r c e s .  

The S&L system i s  c a p a b l e  of p r o v i d i n g  lower i n t e r e  t 
17 r a t e s  and c l o s i n g  f e e s  f o r  lower income f a m i l i e s .  - 

However, over  t h e  c o u r s e  of t h  e  l a s t  1 2  months a s  t h e  
l e v e l s  of mortgage monies a v a i l a b l e  f o r  l e n d i n g  
c o n t r a c t e d ,  few i f  any l o a n s  have been a u t h o r i z e d  a t  
any b u t  t h e  t o p  l e v e l  of f e e  e a r n i n g s .  

Based on t h e  Team's a n a l y s i s  of t h e  proposed HG program's 
f  e a s i b i  li t y ,  and c o n v e r s a t i o n s  w i t h  t h e  l e a d e r s h i p  of 
t h e  system, i t  was concluded t h a t  a  combinat ion of 
f a c t o r s  make t h e  proposed program a t t r a c t i v e  t o  t h e  
system: 

(1)  The GOC h a s  asked t h e  s a v i n g s  and l o a n  system 
t o  s u p p o r t  i t s  s t a t e d  hous ing  p o l i c y  by making 
long- term mortgage f i n a n c i n g  a v a i l a b l e  t o  
lower income f a m i l i e s .  

For many y e a r s  t h e  s y s t e m ' s  mortgage p a r t i -  
c i p a t i o n s ,  w i t h  i n f l a t i o n a r y  read  jusbnen t  and 
t a x  advan tages ,  b rought  s u b s t a n t i a l  c a p i t a l  
t o  t h e  system. Recen t ly ,  " f i n a n c i e r a s f l  have 
been p e r m i t t e d  t o  i n t r o d u c e  c o m p e t i t i v e  
f i n a n c i a l  i n s t r u m e n t s  t h a t  a t t r a c t e d  some 
of t h e  i n v e s t m e n t s  t h a t  have t r a d i t i o n a l l y  
been made i n  t h e  secondary market .  Th i s  
h a s  l ed  t h e  sys tem t o  seek ,  a t  l e a s t  
temporarily, another source of capital 
f o r  l end ing .  

(3)  Given t h e  ,GOC1s  s u p p o r t  o f  t h e  c o o p e r a t i v e  sys tem 
a s  a  p r e f e r r e d  mechanism t o  o r g a n i z e  demand and 
s t i m u l a t e  s a v i n g s  f o r  housing,  t h e  S&Ls s e e  t h e  
proposed HG program a s  a  means of r e a c h i n g  o u t  
and e s t a b l i  s h i n g  l i n k a g e s  w i t h  t h e  proposed t a r g e t  . 
groups .  The move towards  open, r e g i o n a l  housing 

1/ The i n t e r e s t  r a t e  charged t h e  home buyer  v a r i e s  from 4 t o  10 p e r c e n t  - 
depending  on t h e  amount of t h e  l o a n .  



coopera t ives  i n  Chi le  a l s o  o f f e r s  an i n t e r e s t i n g  
oppor tuni ty  t o  t h e  S&Ls t o  a t t r a c t  la rge-  s c a l e  
d e p o s i t s  from a  sec to r  of the  populat ion t h a t  has 
t r a d i t i o n a l l y  not  inves ted  i t s  resources  with the 
system. 

IFICOOY, a  p r i v a t e  development bank owned by and se rv ic ing  
i t s  member coopera t ives ,  w i l l  be a  sub-borrower of $5 
m i l l i o n  of t h e  HG program funds. IFICOOP was founded 
i n  1965 and began ope ra t ions  i n  1966 l a r g e l y  wi th  the  
support  of A I D  Loan 513-L-026. It has s ince  become 
an i n c r e a s i n g l y  important  support  mechanism f o r  the 
coopera t ive  movement. A t  one and the  same time, t he  
coopera t ive  movement has become inc reas ing ly  important  
i n  Chile ,  p a r t i c u l a r l y  among the small  farmer bene- 
f i c i a r i e s  of Chile I s  ex t ens ive  ag ra r i an  r e f  o m .  With 
t h e  coopera t ive  movement and the  small  farmer being 
e s s e n t i a l  p a r t i c i p a n t s  i n  Chi le ' s  a g r i c u l t u r a l  recovery 
program, IFZCOOP--requiring a d d i t i o n a l  funding t o  
adequately respond t o  the  i m p l i c i t  s i  tuation--approached 
A I D  and success fu l ly  negot ia ted  a  $15 m i l l i o n  development 
loan. The loan w i l l  provide funds t o  f inance  p r o j e c t s  
f o r  a g r i c u l t u r a l  and f i s h i n g  coopera t ives .  

A s  Chi le ' s  only coopera t ive  bank, IFICOOPfs membership 
has  grown from 98 t o  632 coopera t ives , inc luding  a l l  
of t h e  coopera t ive  f e d e r a t i o n s .  As of June 30, 1974, 
~ t s  loans  t o  171 member coopera t ives  t o t a l e d  some 
$5.5 m i l l i o n  of which 40 percent  were i n  the housing 
s e c t o r .  'Ilrenty-six pcrccnt  of a l l  loan were i n  t h c  
ngricultura 1 scc tor, virtually a l l  in medium- and long- 
t c l r m  lcnding. Of thcsc  a g r i c u l t u r a l  loans,  only 0.33 
pcrccnt  wcrc behind i n  payments. Cap i t a l  and r e se rve  
t o t a l c d  approximately $1.2 mi l l i on .  

I n  thc  implementation of t he  proposed program, IFICOOP1s 
r o l e  w i l l  be l imi ted  t o  t h a t  of a  f inancing  agency. 
Sincc i t s  incep t ion ,  i t  has placcd approximately A@ 
pcrccnt  of i t s  p o r t f o l i o  i n  housing loans wi th  c r e d i t  
ou ts tanding  t o  1 7 2  coopcra t ivcs .  It i s  c u r r e n t l y  wel l  
s t a f f e d  t o  handle the  increased  load and prel iminary 
a n a l y s i s  sugges ts  t h a t  an i n c r e a s e  i n  s t a f f  of only 
two persons w i l l  s u f f i c e  t o  handle the  proposed p r o j e c t .  
To the  maximum ex ten t  poss ib l e ,  every f e a s i b l e  opportuni ty 
w i l l  be taken t o  coordina te  t h e  p r o j e c t  wi th  the  c u r r e n t  
IFICOOP loan;  and i n  a  suppor t ive  fash ion ,  maximize the 
impact' of s epa ra t e  A I D  programs. 
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SODIMAC by c o n t r a c t  w i th  IFICOOP, wi 11 be r e s p o n s i b l e  
f o r  t h e  t e c h n i c a l  and s o c i a l  development of t h e  
housing sub -p ro j ec t s  contemplated under t h e  $5 m i l l i o n  
s e c t i o n  of t he  HG program which aims t o  provide housing 
f o r  below median income farni l i e s  i n  r u r a l  market towns 
loca ted  i n  the  four  s epa ra t e  r eg ions .  

SODIMAC i s  primalily a  coope ra t i ve  b u i l d i n g  m a t c r i a l s  
s u p p l i e r  which was organized and comenced ope ra t i on  
i n  1958. A t  p r e s e n t  i t  has 39,217 user-members and 
1, 352 employee members. User-members i nc lude  bui l d e r  s, 
c o n s t r u c t i o n  m a t e r i a l s  consumers, among which a r e  
coope ra t i ve  housing a s s o c i a t i o n s  and o t h e r  conkuni t y  
o rgan iza t ions .  

The b a s i c  f e a t u r e s  of t h i s  o r g a n i z a t i o n  a r e  : 

(1)  Member  pa id  i n  c a p i t a l  and r e s e r v e  funds e q u a l s  
U.S. $17 m i l l i o n .  

( 2 )  SODIMAC o p e r a t e s  nat ionwide and has  48 s a l e s  
o u t l e t s  spread throughout  t h e  country.  Support 
f a c i l i t i e s  i n c l u d e  two warehouses, two lumber 
y a r d s  and two s e r v i c e  yards ,  one f o r  i r o n  
and one f o r  s p e c i a l  s t e e l .  

( 3 )  SODIMAC i s  c u r r e n t l y  o p e r a t i n g  a t  a  l e v e l  of 
over  U.S. $60 m i l l i o n  p.a.  

(4) The o r g a n i z a t i o n a l  s t r u c t u r e  of SODIMAC i s  
that of the  c l a s s i c a l  cooperat ive.  I t s  membership 
e l e c t  t h e  board of d i r e c t o r s  which e s t a b l i s h  t h e  

a p o l i c i e s  of t h e  coope ra t i ve .  

(5 )  The nationwide o p e r a t i o n s  of SODIMAC have t o  
some e x t e n t  had a  r e g u l a t i n g  e f f e c t  on b u i l d i n g  
m a t e r i a l  p r i c e s  i n  t he  count ry .  Moreover, i t  . 
c a r r i e s  ou t  t e c h n i c a l  r e s e a r c h  and coopera t ive  
promotion work. 
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(6)  SODIMAC h a s  been a c t i v e  i n  promoting t h e  
o r g a n i z a t i o n  of hous ing  c o o p e r a t i v e s  and o t h e r  
n o n - p r o f i t  sys tems f o r  t h e  f i n a n c i n g  of housing.  
Inc luded  among t h e  d i f f e r e n t  housing c o o p e r a t i v e s  
t h a t  i t  h a s  promoted a r e  e i g h t  f o r  employees 
of SODIMAC i t s e l f .  SODIMAC h a s  a l s o  been 
a c t i v e  i n  t h e  promotion of consumer coopera-  
t i v e  s. 

( 7 )  Recent ly ,  SODIMAC h a s  had i t s  T e c h n i c a l  
Department i n v e s t i g a t e  d i f f e r e n t  p r e f a b r i c a t e d  
hous ing  sys tems  and e v a l u a t e  them, e s p e c i a l l y  
t h e i r  u s e  i n  low-cost  housing programs. As 
a  r e s u l t  of t h i s  e f f o r t ,  SODIMAC h a s  p repared  
a  s e r i e s  of f i v e  p u b l i c a t i o n s  on i n d u s t r i a l i z e d  
housing;  i s  p r e p a r i n g  a  packaged house system; 
and h a s  c o n s t r u c t e d  f i v e  model low-cost  houses  
u s i n g  d i f f e r e n t  t y p e s  of m a t e r i a l s .  

I n  sum, SODIMAC management pe r f  o m s  i n  a  soph i  s t i c a  t e d  
manner, employing t h e  l a t e s t  management t e c h n i q u e s  
and b u s i n e s s  t echnology  i n  t h e i r  o p e r a t i o n s .  While 
SODIMAC h a s  had l i m i t e d  e x p e r i e n c e  w i t h  t h e  r u r a l  
type  of hous ing  c o o p e r a t i v e  program, they do have 
a  proven'  t r a c k  r e c o r d  of o r g a n i z i n g  and p r o v i d i n g  
t e c h n i c a l  a s s i s t a n c e  t o  hous ing  and consumer c o o p e r a t i v e s .  

The HG r e s o u r c e s  a r e  t o  be  u t i l i z e d  by IFICOOP t o  s u p p o r t  
t h e  development of a n  e f f i c i e n t  d e l i v e r y  sys tem f o r  
p r o v i d i n g  long-term hous ing  f i n a n c e  f o r  lower-income 
f  ami l i e s  r e s i d i n g  i n  secondary  and t e r t i a r y  r u r a  1 market  
o r  1fcrossroad1'  towns and a d j a c e n t  a r e a s .  (See .Tab le  One) 

2.  Implementa t ion  

The C e n t r a l  Bank of C h i l e  a r g u e s ,  c o r r e c t l y  we b e l i e v e ,  t h a t  
a  s u b s t a n t i a l  i n i t i a l  o u t l a y  w i l l  n e l p  avo id  d i s t o r t i o n  of 
p lanned  p r o j e c t  c o s t s .  Accordingly  t h e y  have recommended 
d i s b u r s e m e n t  of a t  l e a s t  50% of t h e  HOG. l o a n  when c o n t r a c t s  
a r e  s igned .  While t h e  i d e a  of a n  advance i s  n o t  c o n t r a r y  
t o  u s u a l  W o  procedures ,  e x p e r i e n c e  would s u g g e s t  t h a t  t h e  
proposed amount may be somewha: h igh.  Therefore, an  i n i t i a l  
d i s b u r s c m c n t  es t i rna tcd  t o  t o t a l  a b o u t  $11 m i l l i o n  o r  70:; 
of t h c  l o a n  w i l l  bc made t o  t h c  borrowcr  i n  o r d e r  t o  f a c i l i t a t e  
t h e  f l o w  of funds  t o  t h e  sub-bor rowers  and t h e r e b y  a c c e l e r a t e  
t h e  implementa t ion  of t h e  program. 



On an i n d i v i d u a l  p r o j e c t  b a s i s ,  the  sums w i l l  be i n i t i a l l y  
advanced by t h e  CORHABIT and t h e  p a r t i c i p a t i n g  savings 
and loan a s s o c i a t i o n s  t o  t he  b u i l d e r s  a s  c o n s t r u c t i o n  
loans.  I n  t h e  case  of IFICOOP, the  advance w i l l  go t o  
t he  coope ra t ives  f o r  c o n s t r u c t i o ~ l  disbursements  by 
j o i n t  cooperative-SODIMAC ac t ion .  As cons t ruc t ion  loans 
a r e  l a t e r  converted t o  long-term mortgages f o r  t he  
purchasers  of t he  completed u n i t s ,  t h e  sub-borrowers 
w i l l  use t h e s e  new e l i g i b l e  mortgages f o r  drawdowns, 
through the  Cen t r a l  Bank, from t h e  U.S. Inves to r  i n  
accordance wi th  e s t a b l i s h e d  A I D  Housing Guaranty 
procedures.  

Subsequent disbursements  w i l l  be made according t o  a  
formula based on evidence t h a t  mortgages have been 
granted t o  cover loans generated by t h e  sub-borrowers 
f o r  u n i t s  w i th in  t h e  e s t a b l i s h e d  s e l l i n g  p r i c e  l i m i t a -  
t i o n s  and o the r  ! ' e l i g ib l e  mortgage requirements". I n  
t h e  case  of home improvement loans  contemplated under 
t h e  IFICOOP a g r i c u l t u r a l  market towrl program, loans  
w i l l  be made wi thout  mortgages. However, t he  sum 
expended i n  t h i s  manner i s  not  expected t o  exceed 
$1 m i l l i o n ,  and IFICOOP w i l l  p re sen t  accep tab le  
c e r t i f i c a t i o n  f o r  such t r a n s a c t i o n s  a t  c lo s ings .  

CORHABIT and the  CAJA a r e  a n t i c i p a t e d  t o  complete draw- 
downs 24 months fol lowing the  s t a r t  of program 
implementation. The IFICOOP program, because of the  
s c a t t e r e d  s i t e s  and s e l f - h e l p  components of t he  program, 
i s  expected t o  r e q u i r e  36 months t o  complete drawdowns. 

The Of f i ce  of Housing (SER/H) w i l l  soon be r e e s t a b l i s h i n g  
a  Regional Housing and Urban Development Off ice  i n  
South America. RHUDO w i l l  monitor t h e  p rog res s  of 
p r o j e c t  implementation. It may, a t  GOC r eques t ,  a l s o  
adv i se  GOC on m a t t e r s  r e l a t e d  t o  housing and urban 
development such a s  the  t e c h n i c a l  cons idera t ionsof  
c r e a t i n g  a  new housing bank. A l l  s t a f f  support  t o  
t h i s  program, inc lud ing  ou t s ide  sho r t -  term c o n s u l t a n t  
ass ignments ,wi l l  be paid from HG f e e  resources .  



B.  E v a l u a t i o n  

The L o g i c a l  Framework ( ~ n n e x  C) o u t l i n e s  t h e  b a s i c  e lements  of t h e  
proposed HG e v a l u a t i o n  sys tem t o  b e  used i n  C h i l e .  S u b j e c t  t o  f u r t h e r  
d i s c u s s i o n  on t h e  adequacy of t h i s  Framework w i t h  t h e  GOC,  each  of  
t h e  t h r e e  sub-borrower implementat ion agreements  w i l l  c o n t a i n  an 
e v a l u a t i o n  p l a n  t h a t  s p e c i f i e s  t h e  e lements  and f requency of p e r i o d i c  
e v a l u a t i o n s  t o  b e  conduc ted ,  a s  w e l l  a s  a s s i g n s  r e s p o n s i b i l i t i e s  t o  
t h e  ins t i rsut ' ions  t h a t  w i l l  p a r t i c i p a t e  i n  t h e  j o i n t  e v a l u a t i o n .  

C. N e g o t i a t i o n s  

The major  t h r u s t  of t h i s  program has  been des igned  by C h i l e a n s  working 
w i t h i n  a  r a p i d l y  chang ing  s i t u a t i o n .  Each of  t h e  sub-programs has  been 
g iven  s t r o n g  GOC s u p p o r t  i n c l u d i n g  a  s i z e a b l e  f i n a n c i a l  commitment 
( s e e  M i n i s t e r  of Housing and C e n t r a l  Bank l e t t e r s ,  Annexes D . l  and 
D.2). A l l  major  i s s u e s ,  s u c h  a s  t h e  t a r g e t  group t o  be  b e n e f i t e d  by 
HG r e s o u r c e s  and t h e  maximum l i m i t  on mortgage f i n a n c i n g ,  have been 
d i s c u s s e d  t h o r o u g h l y  w i t h  t h e  GOC. 

A f t e r  Agency a p p r o v a l ,  t h e  COC is p r e p a r e d  t o  move q u i c k l y  i n  s e e k i n g  
a  U.S. i n v e s t o r  and e n t e r i n g  i n t o  c o n t r a c t s  w i t h  A I D  and t h e  approved 
i n v e s t o r .  C o n t r a c t  n e g o t i a t i o n s  shou ld  be  completed d u r i n g  t h e  1st 
q u a r t e r  of  FY 76. 
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Sec t ion  2 2 2  (b )  (2)  (3 )  and ( 4 ) :  

The proposed gua ran t i ed  loan w i l l  be fo r :  ( a )  c r e d i t  i n s t i t u t i o n  
p r o j e c t s  a s  desc r ibed  i n  subparagraph ( 2 )  of t h i s  s e c t i o n ;  (b)  
housing p r o j e c t s  f o r  lower income f a m i l i e s  and persons a s  descr ibed  
i n  subparagraph 3 of t h i s  sectticn and; ( c )  p r o j e c t s  t h a t  support  
coopera t ives  a s  descr ibed  i n  subparagraph (4)  of t h i s  s e c t i o n .  

Sec t ion  222 ( c )  

The t o t a l  f a c e  amount of g u a r a n t i e s ,  i nc lud ing  t h e  one f o r  t h e  s u b j e c t  
p r o j e c t ,  s h a l l  not  exceed $550,000,000. 

Sec t ion  223 ( a ) :  

The A.I .D.  guaranty  f e e  w i l l  be i n , a n  amount c o n s i s t e n t  wi th  f e e s  
p rev ious ly  charged f o r  housing gua ran t i e s  au tho r i zed  by A I D  
i n  accordance w i t h  t h e  powers de lega ted  by t h e  P res iden t .  

Sec t ion  223 ( f ) :  

The maximum r a t e  of i n t e r e s t  a l lowable  t o  t h e  e l i g i b l e  U.S. i nves to r  
t o  be prescr ibed .  w i l l  no t  be more than  one percent  
above t h e  c u r r e n t  r a t e  of i n t e r e s t  a p p l i c a b l e  t o  housing mortgages insured  
by t h e  Department of Housing and Urban Development. 

Sec t ion  223 (h ) :  

No payment may be made under any guaranty i s sued  f o r  any l o s s  a r i s i n ~  
out  of f r aud  o r  mi s rep resen ta t ion  f o r  which t h e  p a r t y  seeking  payment 
i s  r e spons ib l e .  

Sec t ion  238 ( c ) :  

The guaranty  agreement w i l l  cover  only  lenders  who a r e  I t e l i g i b l e  United 
S t a t e s  Inves to r s "  w i th in  t h e  meaning of t h i s  s e c t i o n  of t h e  s t a t u e  a t  
t h e  t ime t h e  guaranty is  i ssued .  

Sec t ion  620: 

There i s  no a v a i l a b l e  informat ion  p r o h i b i t i n g  t h e  fu rn i sh ing  of a s s i s t a n c e  
t o  Chi le .  
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INFO O C T - 0 1  1 0 2 1  R 

D H A F T E D  B Y  S E R / H I P V I T A L E t R A W  
APPROVED B Y  A A / L A : H K L E I N E  
SLR/H:RZENGER (DRAFT1 
SER/H;PKIMY 
L A / D R z R S E I F P A H  [ D R A F T )  
L A / D R t U t l A N N  I D R A F T )  
L A / B C ! R H E C H 7 H P N ( S U S S )  
L A / O R t J B R E E h  
L A / O P I  A S I L V E R  (SUBS)  
D E S I R E D  D I S T R I B U T I O N  
7 0  A C T I O N  HO I N F O  L A  20P 

a m a m a ~ m w n o m w w w v w w m o m m  115169 
S 1862312  M A R  7 5  
F N  S E C S T A T E  k A S H D C  
T O  A M E M B A S S Y  3 A N T I P G O  

UNCLAS S T A T E  0 6 1 4 1 9  

A I D A C  

€00, 1 1 6 5 2 1  N / A  

1 ,  O N  M A R C H  3 ,  1 9 7 5  THE DAEC C O N S I D E R E D  A HEQUEST  FROM 
C H I L E  FUR A 5 0  M I L L I O N  D O L L A R  HG T O  aotn T H E  PUBLIC  A N D  
P R I V A T E  S E C T O R S  TO R E V I T A L I Z E  P R O D U C T I O N  OF H O U S I h C  FOR 
LOWER- INCOME FAMILIES, APPROVAL I N  P R I N C I P L E  I S  GRANTED 
TO PROCEED WITH THE INTENSIVE R E V I E W  S U B J L C t  T O  THE 
FCLLOWINGt 

( 4 1  T A R G E T  G R O U P  
, ' 'PHIOR TO F R O J E E T  P A P E R  P R E S L N T A T T O N  I N  A I D / W  I N C O H E  

D I S i R i B U T I O N  S U R V E Y  SHOULD B E  COMPLETED,  THE P P  SHOULD 

2- 
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S P E C I F Y  T H E  I N C O M E  RANGE OF T H E  T A R G E T  G R O U P  [ U R B A N  
f A M I L I E S  BELOW M E D I A N - F A M I L Y  I N C O M E ]  AND ASSURE T H A T  THE 

~, 'PNOPOSED nouse PRICE L E V E L S  A R E  A F F O R D A B L E  B Y  T n I s  GROUP.  

( a ]  INTEREST R A T E S  
( T H E R E  was CONSIDERABLE OISCUSSION REGARDING ABILITY 

OF THE T A R G E T  GROUP HOMEOWNERS I N  I N F L A T I O N A R Y  ECONOMY TO 
. R t P A Y  L O A N S  I N  ESCUDOS TO PROPOSED SUB-BORROWERS AND 

.- i '  . C E N T R A L  B A N K I S  A B I L I T Y  TO R E P A Y  D O L L A R  HG, P P  SHOULD 
t 

i & 
' G E T A I L  M E A S U R E S  PROPOSED T O  M A I N T A I N  L b P T T 4 L ? ? ? . O F  

S U B - B O R R O I E W S ,  R E L A T I O N S H I P  B E T Y E E N  S U B - ~ O R R O N E R S ~  
( C E N T R A L B A N K  AN0 S U B S E Q U E N T  ~ F P E C T  ( I F  ANY) OM HG, 

c l -  (C) R E P L I C A B I L I T Y  - -  T H E  PPSH0I.Il.D E L A B O R A T E  ON THOSE E L E M E N T S  OF f h E  P R 3 m  
G R A M  T H A T  ARE R E P L I C A B L E  I N  THE C H I L E A N  CONTEXT AND ? H E  
MANNER AND E X T E N T  TO k H I C H  T H I S  PROGRAM I S  D E S I G N E D  TO 

c-J ... ~ ~ N ~ E . R . ~ ~ D . R ~ L I ~ I A . K - P C I E K T ~ L ~ L ~ T T . & . U P ~ . I H M E ~ ~ ~ T E  s u 6 -  rf~I-4 H E C I P I E N T S  I E , G m r  P O L I C Y  CHANGES, M O G I L I Z A T T O N  OF 
I N C R E A S E D  P U B L I C  OR P R I V A T E  F U N D S  FOR LOW-COST H O U S I N G '  
ETC,) 

. ' : 
\ . -  0 -  P P  SHOULD S T A T E  P R E C I S E  O R J E C T I V E S  V I S  A V I S  THE 

V A R I O U S  SUB-BORROWERS AND I M P A C T  OF T H E  HG G N  L O N G - T F R H  
S Y S T E M  VIPBILITY. PARTICULAR ATTENTION S H O U L D  BE G L V E N  
T H E  15  H i L L I O N  D O L L A R  COMPONENT TO T H E  S A V I N G S  AtJD L O A N  
SYSTEM,  I N C L U D I N G  S A V I N G S  A C C U M U L A T I O N  C A P h G I L I 7 ' X E S ~  TWE 
P R ~ S E N T  L I Q U I D I T Y  S I T U A T I O N  AND E F F E C T S  OF THE HG 
SVER THE LONGoTERY ON T H E  S AND L S Y S T E M c  

m- (Dl R U R A L  H O U S I N G  - -  AS P A R T  OF T H E  I N T E N S I V E  R E V I E N ,  S E R / H  A N D  M I S S T O N  
i > S?iOULD S T U D Y  T H E  F E A S J U  Of I N C L U D I N G  THE R U R A L  

H O U S I N G  E L E M E N T  I N  THE  PROPOSED HG PROGRAM. 

- ( € 1  HG F U N D I N G  L E V E L  - m H E C O H M t N D P T I O N 3  FOR T H E  F I N A L  HG F U N D I N G  L E V E L  SHOULD 
E L  M A D E  B Y  SER/H A H 3  MISSION UPON C D H F L E T ~ ~ N  GF i K T E i i S i v E  
W E V I E H ,  

U N C L A S S I F I E D  
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L 
- D E T E R M I N A T I O N  ON SUB-BORROWERS AND R E S P E C T I V E  F U N D I N G  

E V E L S  S H O U L D  B E  M A D E  D U R I N G  I N T E N S I V E  R E V I E W ,  P P  SHOULD 
J C ~ N T A I N  COMPLETE I N S T I T U T I O N A L ,  O R G A N I Z h T I O N I L r  F INANCYAL 

A N A L Y S I S  OFALL PROPOSED SUB-BOQROWERS AND I M P L E f l E N T k T I O N  
A G E N C I E S O  

k v . 2 0  P P  W I L L  B E  PREPARED B Y  A I D / W ,  AND S U B M I T T E D  TO M I S S I O N  
FOR R E V I E W  AND APPROVAL P R I O R  T O  S U B M I S S I O N  T O  T H E  D P E C ,  
I N G E R S O L L  



....... ..... , 
a ........ ..... ....... <. ,~v.Nl'  CJ* . , ........ . . . .  . ...... ..... . . .  . . . .  ..... r" -4 Qc ANNEX B . . . . .  ..... ,&<..:;.:., ,;!LgT * ...... ...... ..... 

* :. ,I. , .;::.,;: .: );!i . . . .  ..... .... 

[,*,, ly,:!; .... : '!! ; * D e p  cl r tm e 12 t cf $ $i f e TFr Fq ,c:. ?, !r. F.,9 !-. 
..... ..... . . .  
..... 

1. '!i :>:i!!l~!F?;+ ; , ; - , . 1,. : :  i . 8 . . . . .  . . . . .  5 ,: .<.. -;.:*j !!. - + , . v ; " . - , . ,. . . .  I 
. . 

. . . .  .j 6 .., ~;gi.;.., \ ' ' ?  / ' r:, a,. L.LJ,L:%-* ,.;;.; 
C . . ..... . . .  
* ~ T C S O *  . . . .  . . . .  

...... 

P L G t  h1 S T A T E  V82943 

~ - 

r . 
' ' <  - :  /E33 - .  

i 

:., 0" >* : 7 . !? 
C .  , , P Y  S E R / ~ ' : P V I T A L C : ~ I ~ ~  

I 

~ : ~ G , I ~ : F ! L ~ Y C L F ?  

L 1'fiF : ! I  . I&kS 

G C L A  LA Hl lD  F'HLR CHROE 2 3 3 2 P  
t 9 5 6 5 R  

S 11:556Z'APP 7 5  
Fn S E C S f  A T E  WASHDC 
TO A K C V ? A ~ S Y  S A X T J f G C -  

1. 9 k E C  w P P 2 Q V A L  I N  ~ R I ~ C J P L ~  t:AitCfi 1 9 7 5  K A S  F O R  5 R  
f l l L L I i . ~ r ~  ~ I L ' L L A R  L F F L f i  LOW-ZNCCrF YQl IS I tdc  PI - ! !GRAM,  P L U S  
5 Y i t ~ I u ' b  3uLLi1h S E L F O H E L F  KUkAL H O U S I Y G  P Q b J E C T ,  F I N A L  
Kc; FUI tCs l l ; jG L E V F i  WILL B E . t S T L t i L 1 S H F D  bY A I I ) / W  b F i E R  R E V l F h  

P ? i J J t C ;  P b P E R  PRESENTLY @€I*[; PREPARED R Y  SE!4/H,  

c. I , . "  

c u -J. l ii R E L ; A S ~ ,  - -  ~b P 4 2 ,  2 RkFTEL,  A I D / N  A G Q t F S  F I T F  MISSYON 
C s S t s d f i T I C N  T H A T  UOHROWER AND SUFbOHRU'.iER . A G U ~ E / ' I ~ ~ T S  
C L L P ~ L Y  k t F L F C T  T k E  CONCFPTLAL k N g  T l h l N G  n l E 1 l N C T I O N S  DF 
7 I 1 A ;  C P  h I S S I N r - E @  

c I J N C L b S S I F I F D  
BES J AVAILABLE COPY 



LOGICAL FRPMEWOKK PIATRIA PROPOSED CHILE HOUSING GUARANTY PROGRAM 

. , . . , . .  . , . . . . , ,  
, : : I I : :  : NARRATIVE SUMMARY . .  , .  

OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION 
. . . . . , ,  . . . . , ,  . . . . . , ,  . .  . . . ,  , 
, . . . . ,  
, . . . . ,  

. : :  : : : : :  . . . . .  S e c t o r  (count ry)  S h e l t e r  Goal 
, .  , . . . .  

Measure of Goal Achievement 
. . , . , . .  . . .  

- To i n c r e a s e  the  a v a i l a b i l i t y  of - I n c r e a s e  i n  t h e  number of low-cost - Census d a t a  
housinp. s t o c k  f o r  l o v  income f a m i l i e s .  u n i t s  b u i l t  f o r  low income f a m i l i e s .  - MINW d a t a  - Chamber of Cons t ruc t ion  

d a t a  

Ln 
0 

iJro i c c t  Purpose End of P r o j e c t  S t a t u s  

IMPORTANT ASSUMPTIONS 

- Continued GOC commitment t o  N a t ' l  
Housing P o l i c y  t h a t  s t r e s s e s  lower- 
income s h e l t e r  o b j e c t i v e s .  

- Economic s i t u a t i o n  improved d u r i n g  : j i : : :  
n ex t  t h r e e  y e a r s  s o  t h a t  more resourc'!iiii 
a r e  a v a i l a b l e  f o r  investment  i n t o  t h e  
housing s e c t o r  i n  t h e  Eorm of  i n s t i t u -  
t i o n a l  inves tments  and i n c r e a s e d  pur- 
c h a s i n g  power by t a r g e t  group. 

- A N a t ' l  Housing Bank w i l l  be 
e s t a b l i s h e d  and a b l e  t o  a t t r a c t  needed 
p u b l i c  and p r i v a t e  c a p i t a l .  

- V,.) s t  irnulate new Low c o s t  housing - GOC has achieved o b j e c t i v e  of b u i l d -  - IFICOOP's annual rev iew - Access t o  t e n u r e  and t o  upgraded 
programs i n  C h i l e  through t h e  f a c i l i t i e s  i n g  6,500 dwel l ing  u n i t s  p.a. f o r  low oE p r o d u c t i o n l p a r t i c i p a -  s e r v i c e s  w i l l  m o t i v a t e  f a m i l i e s  t o  
or urbnn houv ing cooperat i .ves  and r u r a l  income r u r a l  f a m i l i e s .  t i o n  d a t a :  amor t ize  inves tments  i n  s h e l t e r .  
prcduct ion c r e d i t  coops. a )  No. of  u n i t s  b u i l t  o r  

- Chilean publ ic  and p r i v a t e  s e c t o r s  have improved t h r ~ u g h  t h e  r u r a l  - SINM and CORHABIT w i l l  i n v e s t  HG 
been a b l e  t o  g e n e r a t e  f i n a n c i n g  f o r  housing coop system; r e s o u r c e s  f o r  t h e  housing programs 
coops a t  a  Levcl t h a t  equals  o r  exceeds t h e  b )  No. of low income coop- of t h e  "open coops". : , . .  . . . ,  . . , , .  , 

. , . .  . ,  
proposed annual combined funding of HG and e r a t i v e  members p a r t i c i p a -  . , , . , . ,  , . ,  , . .  . . 
l o c a l  r e s o u r c e s .  t i n g  i n  housing f i n a n c e  - Sub-borrowers have s u f f i c i e n t  c a p a c i t )  

program; t o  u t i l i z e  tic and SODIMAC inputs ,  - This  proposed funding l e v e l  s e e k s  t o  c  ) Assessment 
address  t h e  needs of a  s i m i l a r  number of - HG and r e l a t e d  l o c a l  r e s o u r c e s  w i l l  
t a r g e t  group c o o p e r a t i v e  members - CORHABIT1s and SINAP1s i n c r e a s e  number of workers employed 
a s s i s t e d  by t h e  HG program. annua l  review of  p roduc t ion  by t h e  s e c t o r ,  

p a r t i c i p a t i o n  da ta :  
a )  Amount of f i n a n c i n g  2 $ 2 
a v a i l a b l e  t o  housing L2 @ ,$ 
coopera t  i v e s  members F 0 0 t* 
b )  No. of  housing coops 0 \ 

c )  Assessment +% 7 " ' C !  
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. . . .  . NARRATIVE SUPlMARY : . . .  . . .  
, , .  . ,  

OBJECTIVELY VERIFIABLE INDICATORS 
. . . , . .  . .  , . . .  , . .  . , .  , . .  

; l . l i i i  I nputs  . .  . . . .  . . : . .  
Implementation Targe t  

: : : : : ; I  
. . . . , .  . . . ,  : :  . . .  

. :  : :  - I nd iv idua l  downpayments made by 
. . . : :  

- $7.1 m i l l i o n  d o l l a r s  over 36 mos. 
. , . . .  
: :  . . . . , . .  . : : : :  t h e  homeowners who a r e  p a r t i c i p a t i n g  period 
. . , , , .  

' ; i : : i :  i n  t h e  HG program . . .  : . .  , . , . . .  
, . . .  : . . . . . . .  . . . . ,  . 

, . . . .: . , . . . , , , .  . . . . .  .. ..,. : :  - SODIPNC in-kind suppor t  of r u r a l  - $150,000 over 36 mos. period 
. , . . ,  . 

i l i 2 i i : i  program . . .  . . . , .  
, . , . , . , . 
: : : : : : : :  . . , , .  . . . .  : .  , . . 

: ; : ; :  - HG resources ...,. 
: : : . :  . , . : :  . . 
. , . . .  . . . . .  
: , : ; :  
: : : .  . 
. . . I '  : : : j j  
. . ,  , 

: : ; . I  : : : I /  
. . . ,  

I : : . .  
,.:. s ; ; ;  

. . . . ,  . . . . .  : : : : :  

. . . .  . . . . .  , ( . . .  . : . . . .  

- Over.36 mos. period:  
a )  $35 m i l l i o n  t o  CORHABlT 

, b )  $15 m i l l i o n  t o  SINAP 
c )  $5 m i l l i o n  t o  IFICOOP 
d )  s h o r t  term TA t o  be provided 

i n  conjunc t ion  wi th  RHUDO 
assessment of s t a t u s  of t h e  
implementation of HC program. 

. : . : : : :  

. : . : : . . :  . . . , ,  Outl'uts 
: : : . : ; : :  

Magnitude 

- coope ra t i ve  movement has implemented - CORHAVIT and SINAP t o  f inance  
housing p ro j ec t s  s t a l l e d  by lack of 12,500 mortgages @ $4,600 o r  l e s s  
c a p i t a l  

- IFICOOP t o  f i nance  
a )  2,000 mortgages @ $2,500 o r  l e s s  
b )  1,000 home improvement loans  

$500 - $2,500 

MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS 

- Review of mortgages and - A l l  i n p u t s  a v a i l a b l e  on time 
persona l  loans generated by t h e  
sub-borrowers 

- Annual r e p o r t  t o  be  submit ted 
by SODIMAC t o  IFICOOP 

- SER/H disbursement records  

- J o i n t  A I D  and sub-borrowers - I n i t i a l  mortgage c e i l i n g  e s t ima t e  
review of sub  pro jec t  implementation a c c u r a t e l y  t a r g e t e d  t o  r e ach  

lower income groups 

- P a r t i c i p a t i n g  Chi lean  i n s t i t u t i o n s  
t o  implement sub-programs wi th .  
minimal e x t e r n a l  TA 

- It has  been assumed t h a t  t h e  
average mortgage t o  be f inanced  ! j i l i - :  
by WRHABZT and' SINAP i s  $4,000 : i i j i i :  

- It is  f u r t h e r  assumed t h a t  t h e  
average loan  fo r  new housing i n  t h e  
r u r a l  program w i l l  be $2,000 and 
a $1,000 l i m i t  f o r  income improve- 
ment loans.  



DEPARTMENT OF STATE 

DIVISION O F  LANGUAGE SERVICES 

(TRANSLATION) 

LS NO. 48585 - B 

R 0719UZ APR 75 
FM AMEMBASSY SANTIAGO 
TO SECSTATE WASHDC 2773 

UNCLAS SANTLAGO 2 074 

SUBJ. FY 75 HOUSING GUARANTY PROGRAM 

Following letter received from Minister of Housing pursuant our 

meeting with him on 26 March. 

Quote 

I am.pleased to assure you that it is of special interest to this 

Ministry that the Central Bank of Chile be granted a guaranty for a 

housing loan totaling US$55 million, for the following objectives: 

US$50 million for housing cooperatives: 

The objective of this part of the loan is to construct ho,mes for 

modest-income urban groups which,are organized into housing cooperatives. 

It is proposed to develop with this loan the new structure of low-cost 

housing cooperatives in accordance with the plan prepared by this 

Ministry in order to produce good regional inkegration of this branch 

............ ............... . . . . . . . . . . . .  ............... ............. ............... ...... ....... .* ..... ................ ............. I 
I:::::::.. ..::.I: 
. . . . . . . . . . . . .  ............. . . . . . . . . .  1 ............... of the cooperative movement and ensure the efficient use of resources ............. 
.............. ........... .............. 

in the planning and execution of the projects as well as in the adninis- 

tration of the occupied units. 
. . . . .  
" ............. , ............... ................. ................. ................ The loan will be used for housing cooperatives formed principally by ............... ................. ................ ............... .............. ................ 

groups which have a modest income but have demonstrated a certain savings 

ability and which have been trying for years to save in order to obtain a 

minimrm standard home through the cooperative system. According to our 



informaticn, they are groups with a family income of from USS125 to 

USS225 per montll; however, it should be kept- in mind that most of tile 

groups were formed years ago and owing to the isolated individual pro- 

gress of some of the members a small number have been able to go beyond 

those figures . 
According to studies made, for a minimum standard home built at cur- 

rent costs, the value of the home itself, including w'ater, sewer, and 

electrical service connections, is US$4,300 to US$6,000 in the Santiago 

area. Those figures do not include the cost of the land and its urbani- 

zation, which the cooperatives have paid in part or in full with their 

own savings. It should also be kept in mind that the above cost is greater 

in some parts of the country, and we think it  would be fair to apply the 
markups by zone which the SINAP.system has established in order to estimate 

inve s tmen t maximums. 

The loan will be administered by CORHABIT and SINAP in a proportion 

of approximately US$35 and US$15 million, respectively, and, ultimately, 

in a~cordar~ce with their ability to carry out the credit operations which 

the housing cooperatives are negotiating with one or the other of those 

credit systems. In SINAP's case the loans will be administered by the 

savings and loan associations. 

Therefore,' the Central Bank of Chile will subcontract the aforesaid 

loan with the indicated agencies on terms that will permit the borrowers 

to make their monthly payment with 20 percent of their family income, 

which paxpen t will include pritlcipal, inleres i; , fire al-~il niorlgage insurai~ce, 

and administration by the cooperative. The bank loan will be in escudos, 

subject to readjustment according to the I R  variation, and will earn an 



average interest of 5.8 percent per year. This average interest is 

figured by establishing a first-year payment calculated with 3 percent 

annual interest with a 25-year term. This payment will be increased 

by 3 percent per year inasmuch as an annual increase in real income 

greater than that percentage is anticipated. The difference between 
................ ................ ........... ................ the actual cost in the United States and the terms of the loan indicated ................ ............. . . . . . . . . .  

will be absorbed by the Government. Considering the cost of administra- i 
I 

tion by CORHABIT and SINAP and the fire and mortgage insurance, the in- 
I---. - ......... . . . . . . .  ......... . . . . . . . . .  

terest rates cited for the cooperative are increased by about 2 percent. ~;::.:.:...:.::..: ........... ......... 
h .......... .............. 

Since the cooperatives have already acquired their land and the con- 

struction projects are .advanced, we estimate that the mortgage loans can 
; ............ .......... be negotiated with them and that practically all of them can be restruc- ............... ............ 

tured into low-cost housing cooperatives within six months from the date 

the loan is granted to the Cent.ra1 Bank. For total drawing of the funds, 

a period of 8 to 12 months should be added to that for construction of the 

homes. 

US$5 million for rural housing: 

The objective of this part of the loan is to improve housing condi- 

tions of rural families in socially and economically deprived sections cf 

the country by instituting pilot programs of self-construction aimed at 

the construction or improvement of dwellings in the rural area, the de- 

monstration of new techniques in this field and encouragement of indivi- 

dual effort, and regional participation through the creation of auxiliary 

and cooperative structures to expand and perpetuate this operation. 

Administr~tion of this program will be the responsibility of the 

Institute de Financiamiento Cooperativo [Institute for Cooperative 

I;::<?)).:;::; 
.... ........... I :.- ............. ........ . . . . .  . . . . . . . . . .  : ............. .......... , .......... ............... . . . . . . . .  , . . . . . . . . . . .  

t . .  :.. 
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Financing] (IFICOOP), which has wide experience i n  c r e d i t  operations for  

the  r u r a l  sec tor  fo r  productive purposes. Therefore, the Central  Bank 

w i l l  lend ISICOOP the  equivalent  of US$5 mi l l ion  i n  escudos, on terms 

t h a t  w i l l  permit pa r t i c ipan t s  t o  pay, wi th  15 percent of t h e i r  family 

income, the  cos t s  of p r i nc ipa l ,  i n t e r e s t ,  insurance, and administrat ion 

by t h e i r  r u r a l  cooperative. A f i r s t - y e a r  payment w i l l  be s e t ,  calculated 

on 1 percent annual i n t e r e s t  on a 25-year term. The payment w i l l  be in-  

creased by 3 percent per year,  giving an average annual r a t e  of 3 . 8  per- 

cent .  The d i f fe rence  between the  ac tua l  cost  of the  loan i n  the United 

S t a t e s  and the c r e d i t  terms indicated w i l l  be absorbed by the  Government 

of Chile.  

For i t s  adminis t ra t ion,  IFICOOP w i l l  have t he  technical  col laborat ion 
, .............. ................ ............... of the Sodimac Cooperative. That cooperative w i l l  be i n  charge of organi- .............. ............... 

zing the  technical  team needed t o  make f ea s ib l e  the program which w i l l  

operate  through a na t iona l  d i r ec to r a t e  and regional  technical  teams com- 

posed of profess ionals  and construct ion s i t e  supervisors.  Sodimac Co- 

operat ive  w i l l  a l s o  be responsible for  providing the necessary construc- 

t i o n  mate r ia l s  through i t s  na t iona l  d i s t r i b u t i o n  network. 

The program w i l l  seek t o  bene f i t  r u r a l  famil ies  which a r e  i n  the low 

average income bracket  but  whose resources nevertheless w i l l  permit them 

t o  repay the  loan without ser ious  s t r a i n  on t h e i r  family budget; i t  i s  

estimated t h a t  t h e i r  income i s  between US$75 and USS1.75 monthly. Pre- 

ference w i l l  be given t o  fami l ies  of small farmers which belong t o  pro- 
<. 

duction cooperatives: agra r ian  reform systems: o r  services  concerned w i t h  

t he  r u r a l  enlrironment. By mutual agreement with ODEPTAN, three  t o  f ive  r c l c i n n s  

w i l l  be chosen i n  accordance with the poverty map prepared by tha t  agency 

BEST AVAILABLE COPY 



and the specific conditions of the region from the standpoint of rural 

development and cooperative structures. 

The program will provide credit to pay for construction materials, 

technical assistance, and supervision of the work, at a maximum cost of 

US$2,500 per unit, 10 percent of which may be used for assistance and 

supervision. The credit may be used for a number of purposes according 

to the rewirements of the groups selected. These will include supp.lying 

materials and technical assistance for: 

I 

Construction of new homes; 

Improvement or enlargement of existing homes, with special emphasis 

on sanitation; 

Provision of "floor and roof" or "habitable shell" for subsequent 

completion by the persons concerned. 

Under this program Sodimac Cooperative will provide without cost the 

required offices and the necessary administrative support for technical 

advice; the land for the project site and the work of sewer installation 

will be local contributions. 

Those interested in the homes must supply the labor for the actual 

construction, and the projects will be planned in such a way as to en- 

courage miximum owner-construction and use of locally availzble materials. 

We estimate that development of this program will be somewhat longer 

than that of urban housing inasmuch as a preliminary period is required 

for drafting projects, training groups, and preparing sites. We expect 

to he ~ h l c  to develnp the complete program over a period of two years. 

I hope that: the terms indicated for the two programs, which were 

fully discussed with the group of technicians that you charged with 

making the feasibility study, will be acceptable to you. 



~dditional US$50 million for continuing the cooperative urban housing 

programs : 

Before concluding this letter, I should like to remind the Director 

of the United States Economic Mission of our conversation with other AID 

officials regarding our special interest in obtaining an increase in the 

loan in the amount of another US$50 million in order to continue the co- 

perative urban housing program without, if possible, having to sign a new 

agreement with all the customary negotiations and project analysis. As 

, ................ ................. ................ ................ ................. ................. ................ ................ . . I.... .. _ .  ................. ................. ................. 

you know, our cooperative housing program is a rather broad one and we 

have the experience to continue it under the same terms of the agreement 

which I hope we shall soon have the opportunity to sign. 

I thank you once again for the willingness demonstrated by you and 

AID in making possible the financial aid which will be granted to us to 

carry out the low-cost housing projects that are an objective of special 

interest for the Government and to which it has assigned the highest 

priority. 

Sincerely, 

Unquote 

Popper 
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SUBJ: FY 75 HOUSING GUARANTY PROGRAM 

Following is text of letter received from Central Bank pursuant 

meeting 26 Match. 

Quote 

We have studied with much interest the terms of the letter which 

the Minister of Housing sent you on April'3, 1975, containing the 

conditions and objectives of a.program for the construction of urban 

and rural housing for modest-income groups through the cooperative 

system. The program would be financed basically through a loan with 

AID guaranty that would be granted to this Central Bank for a total 

of US$55 million. 

In accordance with conversations that we have had regarding this 

matter, I can,report as follows to you: 

1. The Central Bank considers that this loan contributes to the 

solution of a priority problem in our country, housing for low-income, 

groups. Consequently, we inform you of our agreement with the program 

detailed by the Minister of Housing in his aforementioned letter and 

express 'the special interest that the Central Bank of Chile has in 

realizing this operation. 
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2 .  The program planned i s  aimed a t  family groups whose income i s  

below the n a t i o n a l  average. In  order  t o  enable these  groups t o  have 

access t o  housing loans ,  the  Government of Chi le  w i l l  con t r ibu te  an 

amount which, over the  25-year period contemplated f o r  t h e  loan, repre-  

s e n t s  a t o t a l  subsidy o f  more than 25 percent  of the  e n t i r e  operat ion.  

3 .  The Centra l  Bank of Chile w i l l  conclude t h e  loan contrac t  with 

the  fo re iga  lenders  and w i l l  t he re fo re  be t h e  p r i n c i p a l  debtor.  Conse- 

quently,  t h e  Centra l  Bank of Chile g ives  f u l l  backing t o  t h i s  opera t ion 

and guarantees t h e  l enders  f u l l  and t imely reimbursement, i n  the  corre-  
7 

sponding fo re ign  currency, f o r  t h e  c a p i t a l  borrowed and f o r  the  i n t e r e s t  I*' ' 

accruing thereon under the  terms of t h e  p e r t i n e n t  con t rac t .  

4 .  The Centra l  Bank considers  t h a t  the  program of disbursements 

contemplated f o r  the  fore ign funds should take  i n t o  considera t ion the  

i n f l a t i o n a r y  process t h a t  e x i s t s  i n  the  Chilean economy. The experience 

of previous s i m i l a r  opera t ions  shows t h e - d e s i r a b i l i t y  of a s u b s t a n t i a l  

i n i t i a l  ou t l ay  t h a t  w i l l  avoid d i s t o r t i o n s  i n  the planned cos t s .  Also, 

wi th in  t h e  context  of the  p resen t  economic po l i cy  of s t r i c t  con t ro l  of 

currency i s s u e s ,  i t  i s  e s s e n t i a l  to  avoid any delay between the  da te  of 

a v a i l a b i l i t y  of  the  fo re ign  funds t o  the  Central  Bank and t h e i r  domestic 

u t i l i z a t i o n .  For these  reasons,  we think t h a t  the i n i t i a l  disbursement 

o f  t i lc f ( 1 r e i ~ t l  loen s l ~ o u l d  he i l l  t h e  l l i~lrest  siaottnt p t ~ s s i l ~ l ( ~ .  n11d i l l  110 

I arc;  1 n c c  l l ~ a r i  p e t  r 5 ~ 1 1 t  . 

I , l  I l o ,  I I # ,  I I I ,  I l l  I  I  I , o l  I  lot. f " 0 1 0 " I  ; " r  

T , J . V I ~ + I I I  C J T - ~ ~ , ~  efl I , ( ,  I !:?. c e l l r r e  J fie!!!! I!! I ! ! k  I Z !  !!:= O J ! -  I I : ~  . 8 c e  = a ! ?  :;:: : . . . I  :.! 
6 .  C. I ' 

w i l l  a f fo rd  t h e  fore ign lenders  assurance of t imely repayment of t h e i r  

funds. 

[ Unquo t el 
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AT"-PLC 'F-2113 
ANNEX E 

Sample Family Income P r o f i l e  of Cooperative Famil ies  

I n  order  t o  e s t a b l i s h  an  understanding of the income c 1 1 ; i r a c t ~ r i s t i c s  ol 
f a m i l i e s  organized i n  coopera t ives  awai t ing  long-term housing f inance,  
a  random sample was taken of t he  p o t e n t i a l  HG a p p l i c a n t s  of t he  t h r e e  
sub-borrowers. 

From CORHABIT, 2,623 f ami l i e s ,  from 40 housing coopera t ives  c u r r e n t l y  
awai t ing  f inanc ing  were checked. The corresponding f i g u r e s  f o r  
ZFICOOP coopera t ives  were 1,000 members from 30 sepa ra t e  coopera t ives .  

Given t h e  n a t u r e  of t he  SINAP opera t ion ,  s i m i l a r  d a t a  W ~ E  c o l l e c t e d  from 
those  coopera t ive  housing development i n s t i t u t i o n s  which have previous ly  
u t i l i z e d  the savings and loan  system a s  a  source of housing f inance .  A 
sampling of 1,307 socio-economic d a t a  s h e e t s  were checked a t  I N V I C A  ' 

and 1,288 a t  HABXTCOOP-TECHNICOOP. 

The r e s u l t s  of t he  samples a r e  found i n  the  t a b l e  below. 

Monthly Fami l y  
Income 

Below $75 

$76 t o  90 

$91 t o  125 

Over $125 

Sample Family Income P r o f i l e  

CORHABIT SINAP IFICOOP 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON, D m  C. 20523 

DRAFT GUARANTY AUTHORIZATION 

Provided From: Housing Investment  Guaranty 

Chi l e  : C e n t r a l  Bank of Chi le  

A T D - E L C , / F - ~ ~ ~ ~  
ANNEX F 

Pursuan t  t o  t h e  a u t h o r i t y  v e s t e d  i n  t h e  A s s i s t a n t  Admini s t r a t o r ,  

Bureau f o r  L a t i n  America, by t h e  Foreign Ass i s t ance  Act of 1961, 

a s  amended (FAA), and t h e  d e l e g a t i o n s  of a u t h o r i t y  i s s u e d  t he r eunde r ,  

I hereby a u t h o r i z e  t h e  i s s u a n c e  of g u a r a n t i e s  pu r suan t  t o  Sec t i on  222 

of t h e  FAA o i  n o t  t o  exceed f i f t y - f i v e  m i l l i o n  d o l l a r s  ($55,000,000) 

i n  f a c e  amount, a s s u r i n g  a g a i n s t  l o s s e s  (of n o t  t o  exceed orehundred 

p e r  centum (100%) of Loan inves tment  and i n t e r e s t )  w i th  r e s p e c t  t o  

l o a n s  by e l i g i b l e  U.S. i n v e s t o r s  ( I n v e s t o r )  a c c e p t a b l e  t o  A.I.D. 

made t o  f i n a n c e  hous ing  i n  C h i l e  a s  s e t  f o r t h  below: 

(1 )  Coopera t ive  housing th rough  t h e  Corpora t ion  f o r  Housing 

S e r v i c e s  (CORHABIT) - approximately  t h i r t y - f  i v e  m i l l i o n  

d o l l a r s  ($35,000,000),  and /or  

( 2 )  Housing' th rough  t h e  Savings  and Loan System (SINAP) - 
approx imate ly  f i f t e e n  m i l l i o n  d o l l a r s  ($15,000, OOO), and /o r  

( 3 )  A p i l o t  r u r a l  c o o p e r a t i v e  housing program through  t h e  

Coopera t ive  Finance I n s t i t u t e  (IFICOOP) - approximately  

f i v e  m i l l i o n  d o l l a r s  ($5,000,000).  



This guaranty s h a l l  be sub jec t  t o  the  fol lowing Lcrms nntl 

cond i t ions :  

1. Term of Guaranty: The loans s h a l l  extend f o r  a  period of 

up t o  t h i r t y  y e a r s  (30) from the  d a t e  of disbursement of t he  f i r s t  

i n s t e l l m e n t  of t h e  loans inc luding  a  grace period on the repayment 

of p r i n c i p a l  no t  t o  exceed t e n  (10) years .  The guaranty of t h e  

loans s h a l l  extend f o r  a  period beginning wi th  the  f i r s t  d i sburse-  

ment of t he  loans and s h a l l  cont inue u n t i l  such time a s  t h e  Inves tor  

has been paid i n  f u l l  pursuant  t o  the  terms of t he  loans. 

2. I n t e r e s t  Rate: The r a t e  of i n t e r e s t  payable t o  the  Inves tor  - 
pursuant  t o  t h e  loans  s h a l l  no t  exceed the  al lowable r a t e  of i n t e r e s t  

prescr ibed  pursuant  t o  Sec t ion  223 ( f )  of t h e  FAA and s h a l l  be 

c o n s i s t e n t  wi th  r a t e s  of i n t e r e s t  gene ra l ly  a v a i l a b l e  f o r  s i m i l a r  

types  of loans.  

3. Government of Chile  Guaranty: The Government of Chile 

sha l l .  provide f o r  a  f u l l  f a i t h  and c r e d i t  guaranty t o  A.I.D. i n  

United S t a t e s  d o l l a r s  a s su r ing  a g a i n s t  any and a l l  l o s s e s  t o  A.I.D. 

by v i r t u e  of A.i.Dets guaranty t o  t h e  Inves to r  o r  from non-payment 

of t h e  guaranty fee .  

4. Fee: The f e e  of t h e  United S t a t e s  s h a l l  be payable i n  - 
d o l l a r s  and s h a l l  be one-half of one per  centum (%%) per annum of 

the outs tanding  guarant ied  amount of t h e  loans  p l u s  the  f ixed  amount 

of $100,000 t o  be paid a s  A.I.D. may determine upon disbursement 

of t he  loans.  



5 .  Other  Ter.ns and Condi t ions:  The guaran ty  s h a l l  be 

s u b j e c t  t o  such  o t h e r  terms and c o n d i t i o n s  a s  A.I.D. may deem 

neces sa ry .  

A s s i s t a n t  Admini s t r a t o r  
Bureau f o r  L a t i n  America 

Date 



CORUA61T I4lNAP PPOCRAM A I D - ~ L C I F - ~ ~ ~ ~  

TYPICAL MOUSE THAT COULD BE 'FINANCED 

ELEVACZON PRINCIPAL 

"Casa Kerams" . This is a three bedroom house of 57.4 m2 cr about 620 
square feet. The house is constructed of clay t i l e  units including 
the floor surface. The mof is corrugated asbestos cement over a mod 
frame. The ceiling is also A. C. flat sheets. The unit is durable 
edmu~h cn th2t it iz pc;;i.Xe t o  ;iJici LC r'nree rloors high although the 
bearing walls of the boltom floor would pmbably need t o  be thicker. 
This is under study. The building cost of this  uni t  including builders 
profit but rat including land or  infrastructure was calculated as of 
kcember 1974 t o  be U.S. $61.16 per m2 or  approximtely U.S. $3,600.00. 
This is a very good house with good liveability and design and could be 
used in any of the proposed pmgrams except the'rural program. 
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FACH DA CALLE . '  
: :  :: . , . .  . ,  .. . , . .  . , . .  . , . .  

CORCIA~IT ~ ~ I N A P  -AM - T'YPICAL CIOU~E T ~ ~ ~ '  COULD BE FlNANCEO :;ii - . .: . ,  . .... ., ..  
2 . ,  . .  .., . .  , . , . ,  

This is a three bedroom house of 49 m or about 525 sq. ft. which can be built as row, , . , . .  . , . .  . ,  , .  . ,  . .  .... . . . .  . . , . .  
duplex or detached house. The house is built of traditional handmade brick which will be . ,  .. . . , . .  , . , . .  

I : : : :  ..... 
left exposed for future stucco. One sample house has been bui1.t to test the design, . . . . .  ,. , . . . . . . .  ...... .., . .., , ,  .., , ,  

construction and cost. The cost including buildec profit, but without land and infra- G . , . .  , . , . .  . . . .  
$ . ,  . . , ,  . ,., , . . . .  

structure,was calculatgd as of December 1974 at E 4,500,000 or about U.S.$3,100.00. This . . . .  . . . .  , . ,  . . . . .  . , . .  

. s about U.S.$63 per M ~ .  
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, .  , mica1 house of wmd c o n s h u c t i o n  t h a t  can be :::::, 

b u i l t  in m a 1  Chile is .  a p p m x i m t e l y  55b sq .  f t  . and , 
has  three bedrooms. The fl+r can be made o f  e i t h e r  . 1 

wood o r  concrete  s l a b  01') grade. The i n t e r i o r  would 
also be wood or "dry-walll1 and t h e  mf would nonml ly  ' i  
be corrugated asbestos cement panels.  The p r i c e  o f  
t h e  e rec ted  house without land o r  hfrastructum 
quoted i n  Decmber 1974 i s  EO 2,600,000 or approximately : 
U.S. $1,800.00. 
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