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Ecuador: Second National Low-Income Housing Project (Loan 2898-EC)  
 
The Implementation Completion Report (ICR) on the Ecuador Second National Low-Income Housing project (Loan 2898-EC, approved in FY88) was prepared by the Latin America and the Caribbean Region with Appendix B contributed by the Borrower.  The loan for US$60 million equivalent was approved on January 12, 1988, and closed on June 30, 1994, six months behind schedule.  A balance of US$146,766 was canceled.  
 
This project was part of a sequential effort by the Bank-two prior loans were the Guayaquil Municipal Development 
Project (Loan 1776-EC) and the National Low-Income Housing Project (Loan 2135-EC)--to support housing for the urban poor while strengthening cost-recovery mechanisms.  The objectives of the project were to: (i) increase the production of lowincome housing through the development of serviced lots, the provision of home improvement loans, and of technical assistance to the Ecuadorian Housing Bank (BEV) and the National Housing Board (JNV); (ii) promote the adoption of indexed interest rate policies and a new mortgage instrument with variable interest rates adapted to an inflationary environment; (iii) streamline and strengthen the financial, administrative and productive efficiency of BEV and JNV; (iv) better target BEV's production to make it more responsive to the needs of low-income beneficiaries; and (v) foster greater participation of private contractors/developers in the production of low-income housing.  A neighborhood improvement program was to be a pilot component to explore the potential for even lower urban upgrading costs.  
 
The achievements of the project were better on physical outcomes than on policy and housing finance issues.  New shelter goals were surpassed: 15,251 units were built versus 12,500 targeted.  A home-improvement component proved popular and also surpassed established targets: 19,900 loans were made versus about 15,000 envisaged at appraisal.  However, results fell short of expectations concerning: (i) the adoption of a new interest rate policy, (ii) the use of a new mortgage instrument, and (iii) the pilot neighborhood improvement program.  Success in reaching low-income groups was also limited, as the average cost of BEV's housing units made them accessible only to middle-income groups.  Under the prevailing macro-economic conditions, BEV's instruments and cost structure did not provide it with a clear advantage over private banks and it was thus unable to compete with them.  Results were also mixed in the area of institutional reform and rationalization of housing sector policies: on the one hand, BEV and JNV became more autonomous; on the other, while staff reduction was achieved, BEV's dependence on concessionary funding and its high administrative costs could not be overcome.  And while greater private sector participation was achieved, this may have been due to the attractiveness of BEV's concessionary lending terms to private developers. Changes in administration at the national level and changes in BEV and JNV's management compounded implementation problems.  
 
The main lessons learned are: (i) direct government involvement in the provision of low-income housing through public-sector housing construction programs, and the use of a specialized public financial intermediary, as in this project, often is inefficient and costly; and (ii) a shared vision between the Borrower's implementing agencies and the Bank on the role of the public sector in housing production and finance policies--which was not present in this project--is essential to bring about significant changes in the housing sector.  
 
In light of the above, project outcome is rated as only marginally satisfactory (instead of satisfactory in the ICR).  Institutional development is rated as moderate and sustainability as uncertain, due to the significant subsidy element required to provide completed housing units to the lowest three deciles of the population income groups.  The Bank's performance is rated as satisfactory.  These last three ratings are consistent with those in the ICR.  
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The ICR is judged satisfactory.  It includes plans for future operation of the project and the evaluation and monitoring of achievements.  The project may be audited in the future. 

