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~n t~e ba3is cf t~e 2~~cl~sicns reached durin( the project :eview and 
se: !,",''.::. if; ':'r.i~' paIE':, it is :e~orJTIended that :t ho~si:l( Guaranty for a 
~o'ln !:.'t cxceclil:.~ ::1C' :~,i12L'lJ be authorized 1"'1' tLe CH:". Loar. terms and 
intf:'rt'~'t :"ltf'" wi II te nE'l~otiatE'd between the l'\'l'l"~""el' ~nct the invpstor 
:l!ll :1]"1: .; Il'Jt:'2t t.' ,\l:' ~1 proval. 

Thi" ~rcf~rG.::; j::; irl'tc!':,:1Cd tc in:'luence and. assist the l~R= in determininf, 
ard in,pler:Jentinh: housilJi~ policies in order to place more emphasis on 
lo·,.,-cost house construction and financing. The achievement of this program 
will i:1i tiatc efforts which the GRZ will then continue through revised 
I'oljcip,; and ir:Jproved institutions. 

l'roJec t desiGn and implementat ::'on will emphasize the need to increase 
both !J()':sinr:; prod'~ctl.on and finarlcinB; availabi.lity for lower income house
hold thruu~h linkages with the existing GRZ institutional structures. 

There al'e three areas of assistance on which the proposed HG program is 
intended to impact, all of which are de:igned to assist the GRZ in 
implemelltinr stated policies relating to the IJrovision of low income 
shelter. 

1. ~11_:-;_iJ.1J.:c_l~l)2~~t:..'·UC~':-'..I~ .In'Gl':®: This COlTil)Ollent or thE' proposed 
pr\);~l"l.!': i~~ int,('nrie,i to as~~ist the GR7, in the r.:evelopment or low cost 
hOllS i n,~ ]lI'C11~1'H.m:; lly adcl"e,;sin~~ cl'llstraints in J"iIH1LC ili~;, ('(lllstructiOll 
"tllrhlartis, an.i 3tl'2!1i~th('ninr. of t!lC city ('ouneils iJ~ prOt--:ram administration 
:lnd 1.mrlel'len-catiull. 

It 1.0' prDl'oseJ that ,~7 ,COO,OOO of the proposed ::ao,ooo,OOO HG loan 
will be 'It:i lizecl for the construction of minimum core type housing to be 
buil t on the exi~ tir,g site and service plots in seven comrmmi ties. At an 
averag~ cost of K2,000, approximately 2,300 core housing units could be 
provided. Added to the cost of these core units would be the improved 
site '.o[l1ich brings the total cost to the purchaser to around K2, 700. Figuring 
2.5 times income, house costs could be as much as K3,000 to be affordable 
Ly tile median income level. .\t 1':2,700, it is anticipated that these core 
units would be affordable by the 30th to the 50th percentile of the urban 
income range. 

HG funds of $7,000,000 WLll be disbursed by the MOF to the Minsitry of 
Local Government and Ilousj 11t; ·,.,hich will distribute monies to the seven 
participating city and l!ll'nicipal councils for programmed housing construction. 
These councils will also make and service the mortgages for the 2,300 new 
hous ing.lDi ts. 

2. Mortgage Fund: The purpose of this component of the proposed HG 
program is to assist the NBS in adopting procedures designed to make 
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~r.0rtr:'l.":I· rina:-.cir.i~ available tr; 2',wer income f,C)'lPS and expand savings for 
t.0~sin~. :t is u je~onstratio~ frGje~t which is i~tended to lower the 
::linil'" . ..l.'Il :;:j~; 108.n frcr;, Y.5,OOO to te,:.o .... :'.:2,500, 

~t ~ ~ rr.,,['(l;c: tr,;: 'l~:', "CC' ,',')0 r.iort,;a[e f'.lIl:: ..... il:-.. te established 
',,1;:', ,"; :,e :";', ,1.; ,"1; i : a';' t, · .... tiLis the lerinr, i'j' cl :' :t rr,aL11)!' pl'ogrFilTl to 

!. :L\!~:t.l '.:;.~:-_ \~l :':t ';t _!,:.t')_\.~'-~_\')_!l(_ Fulli: fhe t:i i 1".-1 HG rr\)r1·3.rn cornp(""nc~t 

1,; :1 II" \':;Il: , ' 1'1',,\ :,ic ,;'] ,\I(l(1,I),)C) ill fI. revolvilW t"H:d !'(,r home improvemt~nt 

l"a!).' ~, 1 ,'-..,. i !,C: :'llc' :'" ,,0,,:. :is. ':'11is will al~o sen'e as a dE':110nstration 
j'r'Jel't ~ l ;::1-"; ','j'lt ;;Jc: i , :i !'lec:hallism can be created ar.d Lmction effectively 
~lr:.i ~ ::.!.~ .-,::'_':"{~ i.: :!. ~~t ... ~. :~," ::~'::'i :") keep this for~~ 0f fir..g,r!cinr~ available in 
'rr,,!' '01 j'!'",',;e!'vc a!l..i l::!lnll,'c =,a:~.bia' s housin£ stock. 

'T'~:t' ::'''',.'L::t:'atior. :J:w:e i::lprovef.1ent revolvir.g fund of $l,OOO,GOO will 
t,e ,,'t;!:~J':l~ly ii,;i.,ir:i.stcred by the l!ational Housing Authority (a parastatal 
,'('rpc'rat i l!1 [itta('ilei ~: the ~~inistry of Local Government and Housing.) 
;,can ai'plicati,. n3 will lJe processed and serviced by local councils according 
+_0 critc'ria :.l:'d I:rccei'.lres established by the ~iEA. 

'l'c:,r:j cal ;\ssi~tance: Both because SEP /E and GRZ have certain 
I!OIl"t'rnc; allL)ut the ir:plications 0:' present polic ies and because some new 
ftI'proaclw', tu hO:l~,inf~ lO\o."er incor.le households are planned, i+. is considered 
ap~,r,jl- r~lll·· tel pl'CH'icie the Cr.::: with the follo\o,'inf, tp.chnical assistance: 

1. ")I':)'J"l'lwn~;ive financill.l ,'lnalysjs l'ocusinr on (,ambia's overall 
LlltC!'t'::' :':1\ t' ,tr':lct'lre illcludin,: consideration or its economic and social 
iI::pli,'tli 1.:;, particularly its impact on avaiJal:ility and cost of capital 
: \. ) r i. i : 1 . d : \. • 1- Ii r p l C' '\,: C' 0 S t 1 h) ',1 sin t ~ • 

, '·"llSlllt.llti,)!1 t,l :n<3 reGardine; the low cost housing mortgage fund, 
i.nl~lud i ::,~ tllf' 1)l',;alli7.ati;m ~;tructure, staffinF" household eligibility 
,TiLt'ri:l, Jc':ill applicaLions evaluation, house evaluation and loan 
I'!'IJ(' C55 in,' I'rocedures. 

3. l\msultat ion to NHA regarding the home improvement revolving fund, 
incluuillt" the orcanization structure, staffing, revolving fund techniques 
:U1,1 proce,lures, household eligi bili ty criteria, and instructions to city 
and municipal councils regarding the processing of applications and servicing 
'J!' 11)an5. 

1,. Analysis of building materials and construction techniques to 
identify the potentials and methods for substitutinR local materials 
for imports and adaptinr, technology as possible to reduce housing costs. 
(See pruject issues no. 3, Section III.). 

The technical assistance will be funded by the Office of Housing. It 
is anticipated that senior level consultan't.s will be made available on 3. 

TDY basis, at varying intervals, by the AID Office of Housing. 



Tn 51Irnr:1I1:-:", a total llG llr :r,J\',DOO,800 is pn'p(~sed of which $7,000,000 
.... i II l'e .. sed, to \~onc.;tr'.l.:t r.n,: tl:en mortf~3.t~e ah'"t ;:',3:10 basic core housing 
ullit:;; ,;,'.l'I'(l,COO will be '.Iseli t· provi:e mort"~t:es fi)r an estimated 550 
n('w :'-'1.' illCd'le heuser;; [In_~, ~l,C\'~'J,C'::V) '",i.ll bf' usej t\~ provide approximately 
: .: ',,' :!c:,~e ir::pr':l'.'er:er.':: :lrLl exra::s ion 1 (' ,=.ms t ;',rcut';t a !1or.:e improvement 
reYl"~\'i!.,,· ;Utl~. Thus, about 4,OJ:) hC.ls:ing units will be assistE:d by this 
,'\'('!':1:':', !=~'('I·rar.: '.i'::r, :,dequflte '::ecimical assis·~ance to establish an 
IIi:;:' it ... :..~ r,:l::" cal-'flC i ty ~'CJl' CL:~ti!lui!1g programs implementation. 

:'. ~~\Uldr.;t!"': }. iI!jj !'r-"'S 
------~-----~-

':'hi,: i,: it J:,,; 11>t:I,ta: "diJ"'i:il';, tiC' the l'rL'Ject. nnalyses aI:d implementation 
'L1'l':.llli~er::oI:t::' c;cctj,'ns o!' this project paper. l'nly the !:lost important 
l'('lll~ 111:;i')Il~: :' ))' decisiL)n-making l,u.rl'oses are hi.,,:hl:ir':htel Lere. For ease of 
,'r(l::;:~-r\·rl'rer.cill(~, thE:: ~;'JJ!1IT.ary points are presented in the same order as the 
Lopi,'!; i,!'f' rl-:'sC'j,_'scd in ".:.r.e detailed sections of the paper. 

i\pf"ilrdin,.. !,roj("ct R.na1yses, tile key conclusions are: 

Since the h(~usir.r; to be constructed will use Zambian design standards, 
common l"lildinp: materials, and rec;ular contractor and self-help construction 
techniques, 'wd the housing will be located on preserviced plots in already 
afpr(l'le,i !;rojectc'" it is concluded that there will not be any unusual or 
extrc~e technical problems. 

'~':lC ('r;d:--_~':1,:"er.t::ll effects of t:lis housinG l'rof,r9.Jll will be those typical 
(ll' st-.:!Tlcinnl 'irbar: hC",sinr: develC'[,rnents. ':'he plot sizes are more than 
actequRtc (::lvera~c 3~4 m2), each plot has sewer and water services, storm 
,iraiI\:I!~t' :;\,!;t\'IllS it!'€, in pluce, each site has been inspected and found not 
LI> bl' ill a I'L\), ld l)~:li n "r t:) }wve any unusual features. 

The :1lUst aHoropriate existinr, organizations of the GRZ (i.e., ~IOF, 
~!LGl!, ~1IiJ\, NBS and ,~( loc[ll Governments) have conunitted to assume various 
financial roJ es .,;hile it may be better if Zambia had something in the 
way of a m\lltiple-service housing bank, what has been arranged through the 
existin!~ acir:dni!,trative systen: is the best possible at this time and 
involves institutional arrangements with satisfactory experience. 

ProgranJ inputs and oUtp'1ts balance satisfactorily fo.::- a low-cost housing 
pror;ram; each of the ttree components of the program shoulll, be financially 
viable with the expected good management. The demonstration home improYement 
revolving fund is a new proe;ram feature for Zrunbia and may therefore 
experience the most diff'iculty. 
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3. Social Ana:y~i~ 

~';li:; l'l',(;'t.:, \,':; ~ IT,,\,j,ll' :lee.ip,j 1l,"llt;ill( 1"'1' the hl'lh3elh)1,i t.un~et 

/;l'l.l'c1!' h'.;,' ... · ~l.L' ,Jth l't'I"'l'lltilL'. l\ecPlltly tlWSt' lk)usehol,ls are pa.vin~~ 
td,' !!l:h';, t" ~ i':,' i 1: ,~,)U,j !,o'.l:;in,,~ ,,:,r tlle,v are J ivilll'~ ill ,.Joer council 
1l,l\I:;ilH~ ,J' ill ,"II:ltleJ' Ill'ell':. ~~,'!ne arc benefittini': by sites and services 
[1['.\It'.'t.-, 

':'ilc h":l~;inl~ to Ie pr,wiJe,j is conventional for (,ambia in terms of location, 
plot sizes, services, construction materials and techniques. The new 
fcatlre~; are tilu,t the households will purchase and occupy small core units 
and subsel1uently expand them using morte;age and improvement loan mechanisms 
which ju not exist presently. Za.r:lbia •. s are familiar with self-help housing 
in sites ane. services projects but ther," has been limited experience with 
culltl'U.ct(~~ -built core houses. Acceptance of the core housing concept is 
not expected t8 be a problem--particularly since the houses will be complete 
livilW: .mits located in seven communities. 

'J'Le !Jruvi,3 lLn c)f sui table financing for low-cost housing mortgages and 
hume ill:provement s will enable households to afford better housing with all 
tk.iL ent:iils iE tenus cf ~.ife-style consideratiuns (e.g., pride of owner
:~hip, r.ILlrc privacy, rlore healthy etlvironJ1~nt, increased community identity). 

By i:;itiating I.o;,;.sin(~ c.)nstn.:ction unJ f'inancint~ prot',rruns for lower in::ome 
lILl'c1lil'l\U ld~; :1.n,l inprllv lllg GHZ institutions, it is expected that the GRZ 
wi L.:' c,mL 11.1le m;,i expi1!1l1 these efforts beyond AT!)' s involvement, thus 
ell:lb.lil1:~ tIlis program t:) have a SUbstantial spread effect. 

1,. !:"c.5.:)~Ll~ic Analysis 
':'his pro[!;ram will result in $10,000,000 of im'estmpnts in new and 

in;pr'",vel l;o~lsing ill :ambia. Of this new housing investment, an estimated 
2L~ wil: be spent on imported building materials unless local products 
are ~jl~t~~ti·L'.lte~:. 

The l>.)llstr-.lction lat,or cost C;)I:Jponent 0:' 
ilr)il~'i.n;~ is likely to be 40:: or ,'34,000,000. 
per worker, atotal of 2,200 person-years of 
in hOllsin/; construction alone. 

the total investment in 
At an avera~e wage of $1,800 
employment are being created 

This investment w~ll have a multiplier effect in the sense that it is 
addi. tional rnoney comir.G into Zambia's economy over a period of two years 
(to be paid back over 30 years). Treating this investment similar to ax: 
export prodllct which brings in money, th2 multiplier is estimated to be 2.5. 
That is, the net internal investment of $7,600,000 (after allowing 24% 
for imported materials) would contribute roughly $19,000,000 in economic 
value tc ~he ~:ambia economy--including primary, secondary, and tertiary 
economic effects regarding employment, income, sales, value added, profits, 
etc. 

This three-part program for providing low-cost housing is considered 
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to bp t'.1e nost cost-effective in that: (1) it is s~nsitively structured to 
fill ~~(lpS in existing programs while achjeving exi!;tinr: policies and 
illf .:lcncillf: new policies; (2 ) it leverages lower-iT-come household 
capa~il!.ties to afford hO~Ling by making available suitable financing; 
(')) it enables better utilization of previous inves+.ments in existing houses 
anLl improved plots; (4) it utilize, contractor const,'uction for the most 
in~portant eler.lents of the house while enabling the owner-occupant to then 
expand his needs as capabilities warrant. 

As detRilcli in part IV, established GRZ orgalli:aticns will be functioning 
il~ theirc:.s'lal nanner in implementing this prObram. The exceptions to this 
are: (1) tLe ;;liJI. has not operated a home improvement revolving fund although 
it tas ~he legal aLthority; (2) the NBS has not made mortgages to lower
income hOilsello2-ds although it has been directed by the GRZ to do so; :3) the 
localcc:lncils have not made house mortgages although they ~o collect rents on 
C\lUlll'il hO'.lses, payments on material loans, land rents on plots and utility 
bill~;. Moreov~r, they will be making mortgages as council houses are 
c()nvt~rted tl) clwner-occupant status. Hhile these exc eptions will requi re 
3p0cial care by both the GRZ and AID in implementation, the intended results 
,lll!;\: t'y the ef'fol'ts. 

ALD will rronitor the program, exercise its approval perogatives, conduct 
SllPciRl pvaluations, and provide financinal and construction technical 
~"siJtance to ensure the proper and successful implementation of this program. 

~1aJl)l' activities by each participant for each pa.rt of the program have 
heen <iptenni ned and charted. ~Hlestones also have been worked out jointly 
with the Gr'\i: and no unusual difficulties which would require changes are 
ant ic il,ated. 

A monitoring plan involving GRZ and AID cooperation has been defined 
generally in accord with established procedures of both participants. It 
should be satisfac1.,)ry for this program. 

7. Evaluatior. Plan 

Routine evaluation activities have been defined which entail periodic 
reviews by the GRZ and ftID. Special evaluations are planned regarding 
constructiun costs, hO'lsehold income Cistributions, and implementation of 
technicsl assistance r~commendations, and changes in housing policy. 

There are no essential actions to be taken by the GRZ precedent to 
executing the project agreement nor are there other special" covenants and 
conditions. The enactment of legislation enabling the NBS to make very 
low-cost mortgages is important to the implementation of the mortgage fund, 
but if NEt, is not able to initiate this fund, the MLGH would do so. 

http:satisfact.ry
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PART II. PROJECT BACKGROUND AND DETAILED DESCRIPT:ON 

A . Back grou nd 

Discussior1s with the Government of the Repul.:.lic of Lambia and AID concerning a possible 
HIG progrGm in Zambia have occurred off and on since Congress provided world
wide HIG a'Jthority irl :969. GRZ interest culminated in an official request in 1975. A 
shelter secto~ survey team was sent to Zambia in February 1976, and the teems findings were 
submitted in May 1976. 

AID development assistance to Zambia consists of grants for ~~If-help projects and a grant to 
finance a private voluntary organization program. Grants for self-help projects, which were 
approximately $25,000 in;:Y 74 and $16,000 in FY 75, have been for ~uch purposes as 
clinics, schools ad coop2ratives. In FY 76, AID authorized a grant of approximately $1.3 
million to the Opportunities Industrial Center, !nternational (OICI), a non-profit organiza
tion based in Philadelphia, for a vocational training program. Under the program O.~I will 
provide five technicians who will train unemployed oersons in Lusaka in one or more building 
trade ski lis such as carpentry , electricity, masonry, and plumbing. 

The o,el project arid the proposed HIG program wi" directly complement each other in that 
thE.' success of tfl€ HIG project will depend on a pool of skilled construction workers which 
the 0 !CI project is designed to provide. 

The population of Zambia (4,695,000 in 1974) is growing very rapidly. Projectic.-I'ls call for 
the Zambian population to grow at 3% per year for at least the next decade and the urban 
population to grow at 6% per year. With nearly 1.8 million, or -10% of the population now 
in urban areas, by 1986 this proportion will be 45%. The overall quality of the urban 
housing stock has been relatively good compared to other developing countries. However, 
the massive in-migration of rural poor seeking employment in urban areas has greatly ex
ceerl",rl the provisio., of new hou~ing. Tr.::refu,e, evelY urban (.ouncil has Ilousi"O waiting 
lists many times the posdble availabili~y ('If units; over-crowding of units (average 2.3 
persons per room) is wors(;;'ling; and squatter housing is proliferating -- from 18.7010 of total 
urban housing in 1969 to 49.1% in 1975. Clearly there is a growing housing problem in 
Zambia which is becominfl increasingly beyond the capabilities of the government to cope 
wi th, wi thout assistance. 

The standard urban housing stock of families increased an average of 7,500 units from 1969 
to 1974. The Ministry of Local Government and Housing estimates from 1976 to 1980 there 
would need to be 38,200 units per year created in order to accommodate growth 
and ~ompensate for present defic-iencies. Such a prospect is highly unlikely considering 
economi c problems, other ;'leeds for resources, and previous hcusin~ production levels. 
However, by upgrading existing housing, providing new low-cost houses, and expanding 
housing finance to 1C',~er income households, the pctential for meeting this need would 
be much better than through the prov1sion of new housing units alone. 
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Housing policies of the GRZ during both the First and Second National Development Pkms 

(1967-71 and 1972-761 have emphasized urban sites and service projects including both new 

developments and squatter area upgrading -- with increasing emphasis on the latter. Rela

ti vely fpw housing un its have been constructed by nationa I and local govemments during 

this pl'lioJ (opplo"inlOtt·l y 71,000 units). Nearly ull of this housing has been 100 expensive 

for !OV;CI incor:~~ hG:;;:chcld~. fncrco$ing!,-, gO\/cinmcr:t officials have been recognizing 

thClt tIIL'rt' is a n~aior gap in the housing supply at the low cost 'Icvel (other than squatter 

hOlJsi ng I. 

Bcsides the National Housing Authority there are many private contractors which also have 

demonslrateJ uder:uate capabilities. Construction management overall is quite 800d for a 

developing country, flevertflt::less, the overall housing delivery capability needs to be 

strengthened in terms of scheduling and cmt control. 

The World Bank is participating in a $40 million squatter (,reo upgrading al1d site & service:: 

in Lusaka at se"eral locations. A sAcond World Bark project in the Copperbelt area is in 
thp planning stages. 

B. Detailed Description 

The program offers improved housing accommodations for approximately 4,000 households 

with inCOlllc'S below the 50th percentile of the household income distribution in urban Zambia. 

Three separate operations will be carried out. 

1. Housing Construction Program 

U.S. 57,000,000 (K 4,486,300) will be disbursed by the MOF through the Ministry 

of Local Government and Housing to City and Municipal Councils for the construc

tion of approximately 2,300 basic core houses (average 20 sq. meters) which can be 

purchased by lower income families for tetal sales price of $4,212 to $4,080 (K 2,700 

to 1':3,000). The MOF now makes loans to Counci Is for 30 years ~< 6-1/4%. How

ever, this interest rate may increase to 7-1/4% durina the implementation of this 

project. The following Councils will participate in this program: 

Counci Is 

Kitwe 
Ndola 

Mufulira 

Luanshya 

Livingstone 

Kabwe 

Chingola 

To be a Ilocated based on need and performance 

Initial Number of 

Units Allocated 

300 
300 
400 
400 
200 
200 
200 
300 

2,300 
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The above COUIlI" i Is wi II be respon5ible for: 

r~ o. 

b. 

c. 

d. 

• 

Design 

Construe tion 

Sale 

Mortgag ing and repayment of these loans according to the following criteria 
and prau'nules: 

DE'si!l1l ----
Coune i Is VIi II have basi e desiflns of one- and two-room core houses (approxi
mott'ly 1 S square mders and 23 square meters respectively) made available to 
thelll; howpvE'r, they wi II hove the opportunit;, to design their own core units 
101 ~,1,5UO to K2,OOO subject to NHA and MI GH approvals. 

Cl)t)<trudion of the corp houses will be comrlpted by Councils or by competi
tive awold 10 construction contractors through normal tf'nclcring procf'dur€'s of 
Zambia. 

• Soles 

*Mortgage 

Sales Price* 

AID GRZ 

(K2070) (K700) 
$3230 $1092 

(K2,300) (K700) 
$3,588 $1,092 

*Sales price includes 

Sal!.:'~ or nl!c.-eation will be made objectively through a random sample process 
to tllO~(, ltunlified applicanl~ whose fCITlily income is below the estimated 
medium imame of K90, have the financial capacity to repay the loan, 00 not 
own another home, and such other conditions adopted by the Council and 
approved by the Ministry of Local Govemment and Housing. 

and Repayment of Loans 

(2,300 loans) 

Monthly Payments 
Down 30 year term 

TOTAL Payment Mortgage Q Q 
6~% 7~% 

(K2770) (K139) (K2631) (K16.2) (K17.95) 
$4320 $217 $25.28 $28.00 

(K3,000) (K150) (K2,850) (K17.72) {K19.62 
$4,680 $234 $4450 $27.65 $30.60 

15\ contingency factor 
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2. Mortgage Fund 

S:,onO,noo (K 1,280,000) will be disbursed by MOF to the parastatal 
Corporation, the National Building Society (NBS) for mortgages to lower 
illcc,me f.1l1\i 1 ies for purchase of low-cost hou~ing (average loan of $3,9 00 
K 2,)~O) on scattered plots throughout Zambia. The NBS will make and 
s~rvjcp th~sc 550 loans for a fee of 5% of collections plus normal 
L"lo~;jnq cost of (approximately $156 = K 100) and will be responsible for 
repayinq the MOF from mortgage payments. 

Monthly 
Down NBS Payment 

Sales Payment Average Appraisal 25 years 
Price 10% Loan Fee, etc. Mortgage @7-3/4\* 

(K2,500) (K250) (K2,250) (KIOO) (:<2,350) (K17.39) 

$3,900 $390 $3,510 $156 $3,666 $27.13 

3. Home Improvement Revolving Fund 

$1,000,000 (K 640,000) will be disbursed through Ministry of Local 
Government and Housing to National Housing Authority (NHA) for a demon
stration program for financing the upgrading and expansion of existing 
housinq owned and occupied by lower-income households throughout Zambia. 
Improvemen Loans (avera3e $780 = K500) will be made and serviced by local 
Councils to appruximately 1,150 below-median-income households. This 
demonstration program will be operated by the Nfffi for five years without 
repaYJilent of principal to the MOF. Proposed minimum loan of ($390 = K250)to 
maximum(Sl170 = K750) could provide 1-3 room addition to existin structures. 

Monthly payment 
Average Loan NHA Amount of Mortgage 5 years @7-~\ 

$780 (K500) $39 (K25) $819 (K525) $17.60 (Kll.28) 

$390 (K250) $39 (K25) $429 (K275) $ 9.22 (K 5.91) 

$1170 (K750) $39 (K25) $1209 (K775) $25.98 (Kl6.65) 



-12-

PART III. PROJECT ANALYSES 

A. !echnical Analysis including Environmental Assessment 

The three parts of the proposed housing program (i.e., house construction, mortgages, and 
home improvements) have significantly different technical and environmental characteristics 
and implications. Accordingly, they will be analyzed separately. 

1. New Housing Construction 

Based on the best available data, the is average median income 
approximately $140 (K 90) per month. Th t' d of e es 1mate range 
income distribution varies from $119 (K76) to $175 (~112) 

for the conrnunities included in the program. 

The National Building Society uses the general rule of thu~b of 2.5 times annual 
income or 25% of monthly income as a guide to what households can afford in terms 
of mortgages, However, for those entitled to n housing allowance, incomes are 
adjusted to toke account of it. (At the median income level for civil servants, this 
allowance is 4(};o of monthly income.) 

At 2.5 times income, the house cost could he' as much as $4,680 (K3,OOO) for the 
maximum median income level. Monthly payments would be a maximum of $39 (K25) 
at 25% of monthly income. 

In terms of p"esent cost levels, it is estimated that low cost housing could be provided 
for approximately K100 per square meter at this time, or roughly K9 ($14) per square 
foot. (The characteristics of such housing and detoi led costs are presented below and 
in the appendi x.) These unit costs estimates exc lude the site and servicing costs. 

Allowing 20% for site costs would leave a maximum of S3,744 (K2,400) for the house. 
Thus, the maximum size house which could be built by contractors would be 24 square 
meters (260 square feet). In order to provide houses for those well below the median 
income as well as to allow for inflation and other contingenc ies average size houses 
will approximate 20 square meters. 

This program entails the use of existing sites and services plots already serviced with 
water borne sewerage and piped water to each plot and improved road. Electricity 
is not included in these lower-income subdivisions, however it is frequently provided 
later. The costs of servi ci ng these plots averages $1,560-$1,872 (K1, OOO-K 1,200). 
The GRZ has a policy of paying 400/0 of these improvement costs. Moreover, in 
Zambia, the land itself is not assigned a value, thus the cost of improvements is the 
total site cost. Deducting the 40% GRZ payment leaves $936-$1,092 (K600-K700) 
to be paid by the house purchaser, or 20:'/0 of the total cost of house and improved site. 
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By GRZ policy, the minimum size of low cost plots is 200 square meters and the maxi
mum 400 square meter.; -- the "official standard size" -- is 324 square meters. These 
sizes are large compared to low cost housing sites in most countries but Zambia has, 
and prefers to continue to have, relatively low urban densities. These are single
family detached lot sizes. The relatively limited existing attached houses have sub
stantially smaller plot sizes. 

A fundamenta I consi deration here is what could be afforded in the way of a physical 
shelter by lower income households. Based on early 1976 prices and with :,trict cost 
control, a 20 square meter house can be provided for $3,120 (K2,OOO) or $14 per 
square foot (Kl00 per square meter), excluding site cost. Such a house would have 
concrete floors, concrete block walls, an asbestos roof, glazed windows wi+n metal 
frames, two wooden doors with metal frames, and basic plumbing in the kitchen and 
toilet. The interior cmd exterior walls would be unfinished. This would be a small, 
expandable house, but of standard construction by Zambian standards. 

Cost reductions could be achieved by reducing the size, allowing for more self-help 
contribution, or substituting local building materials for imports (e.g., sun burnt 
brick for concrete block, domestic wood for imported pine). 

It is comidered thai- 514 per square foot construction cost for a basic low cost unit of 
220 square feet is reasonable in May 1976, including a 15% contingency. However, 
housing construction costs have been increasing roughly 1% to 2% per month and therE 
are instances where increased costs of specific housing projects have been much 
greater. House hold incomes probably will rise also, but perhaps at only one half the 
rate of new housing costs. Thus for each passing 12 months, the median urban house
hold income in Zambia can afford 6%-12% less physical house. 

Since the 2,300 houses are to be built on plots which are serviced and available and 
most of the seven councils are experienced in building low cost housing, it is expecte 
that nearly all of the construction activity will occur between 6 and 18 months of the 
date of the agreement between AID and the GRZ. Assuming that date to be June 30, 
1976, construction costs are projected to increase 10'% to 30'% during that period. 
Should the median household income increase at One half this 1-1/2% per month rate, 
relative housing costs will have incrersed 5% to 15% -- thus necessitating some cost 
economies or not being able to reach llS deeply below the 50th percentile of the in
come distribution. In any event, both scheduling and cost control are crucial. (Notl 
that the maximum house cost in early 1976 value is set at K2,000 to allow for increasl 
of up to 200/0 to K2,400 during the construction period while still meeting the afford
able limits of the lower income household. 



-14-

The above discussion pe.toins to the potential of creating low cost housing which can 
be afforded by lower income households in Zambia. It is estimated that the housing 
can be marketed for at least four reasons: 1) There is a great shortage of decent 
housing affordable by low cost households in nearly all urban places in Zambia; 2} This 
proposed housing is to be built in seven communities rather than concentrated in one 
place; 3) It will be built by local councils which should best understand local needs 
and preferences; and 4) Mortgage financiilg will be available to eligible households. 

The allocation of the estimated '2,300 new housing units is as follows (subject to some 
reallocation based on detailed analysis and programming): 

City or Municipal Council 

Kitwe 
Ncloia 
Mufulira 
Luanshya 
Livingstone 
Kabwe 
Chingola 
Reserved* 

Number of Units 

300 
300 
400 
400 
200 
200 
200 
300 

2,300 

* To be allocated to the above communities based on demonstrated 
need and performance in constructing the above allocation. 

2. Mortgaging of AID Assisted Housing 

It is assumed that the maximum mortgage would total $4,680 (K3,000) including 
$3,590 (K2,300) for the house and $1,090 (K700) for the 60% share of the site 
improvements. The house portion would be financed using the HIG loan which the 
MOF would allocate to each of the councils as needed (through the Ministry of Local 
Government and Housing). The MOF will make this mortgage money available to the 
seven counci Is at interest rates of 6-1/4% to 7-1/4% (now 6-1/4% but possibly to 
be increased). The $7,000,000 at $3,120 average cost will fund nearly 2,300 housing 
units. The site servicing portion of the mortgage wouid be handled Cl$ a direct council 
mortg;Jge since the monies to finance these improvements have already been spent or 
are available as loans from the GRZ at 6-1/4%. The owner occupant will make only 
one combined mortgage payment. As mortgage payments are made, the local councils 
will repay the loans made to them by the MOF. (See financial analysis.) 
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It is consiclf're,:: tccLllically soune] t ' 
o have the councils service 

these mortq;Hh'S \>PC'.'ltlsc' they are 1 
(; OSC to the applicants, and interpst 

rcttps ('an D!' ]0I-'l'r t h'-In throtlqli tllt' Nne: "1 
[". "so, these coullcils 

havp h,ld eXl't'ri,'n'~f> 'th' t 11 
' 1.'1 Ins.l :nCllt colll'ct iOlls from residents. 

Collection ,'rnblt'ms will ncecl to I ' j 
'f> m('1l1torel and corrective Ll.ction 

quickly and dpclsively taken (T h ' 
I'll tll1'~ . ec nlcal aJsistance will be provided 

" I'etlanl.) 

3. MOl i :,J'Jge Fund 

Presently, lowe, income households are without means of firlancing home mortgages. 
The GRl has determined that counci I housing to be conv",aed from rental to owner 
occupant should be accomplished by counci I mortgages (i.e., essentially converting 
rent payments to mortgage payments, without the need for financial institution mort
gages). However, there are thousands of servi ced plots throu ghout lamb ia without 
houses on them large Iy because there are no mortgage funds avai lable to justify con
struction. Also, while there are not many privately held low-cost houses nOw (outside 
of squatter areas) there is a problem in financing turnovers. 

The National Building Society (NBS) is a parastatal corporation specializing in con
struction financing and mortgaging. While it has been instructed by the GRl to make 
mortgages for low-cost hOusing, it has yet to do so. The proposed $2,000,000 Mortgage 
Fund is to be managed by the NBS through a special division or subsidiary on a service 
fee basis (not to exceed One percent of the average outstanding balance per year). It 
is hoped that this fund wi II be the beginning of a major program by the NBS to provide 
mortgages for low-cost housing. Technical assistance is planned to help set-up this 
operation and implement the mortgage fund. 

The MOF will dislribute the $2,000,000 to the NBS as needed at an interest rate to 
be determined. The NBS will repay the MOF monthly from mortgage payments less 
the service fee. (See Financial Analyses section for details.) 

It is expected that approximately 550 horne mortgages could be made at an average 
of $3,666 (K2,350). These mortgages would be made to lower-income households for 
suitable housing on the basis of applicant investigations and house appraisals made 
by the NBS. Eligibility criteria and procedures wouid be subject to AID review and 
approval before the program would r.ommence. Moreover, monitoring of results by 
AID is planned. 

This mortgage fund is an important part of the overall program. It shoulo be tech
nically sound since the NBS has an excellent record of making and servicing mortgages. 
If anything, the NBS has been too conservntive in not making loans to lower-income 
households • 
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4. Home Improvements Revolving Fund 

Presently it is virtually impossible for lower-income households to finance major 
improvements or expansion of their houses unless they are within active sites and 
services or squatter upgrading project areas. However, scattered throughout the 
urban areas of Zambia there are small but basically sound houses which could better 
serve Zambia's overall housing needs if a bedroom could be added, plumbing in
stalled, windows put in, a dilapidated roof replaced, etc. Moreover, $7,000,000 
of this HIG program will be used to construct core houses with the intention that 
purchaser; would subsequently expand them. For this to happen, there must be a 
financing mechanism. 

Financial institutions presently are not making such loans because: 

a. There is an overall capital shortage; 

b. Alternative demands for loans are considered more desirable to the lenders; 

c. There are legal and policy problems (e .g., the NBS requi res clear title and 
it will not assume a second mortgage position); and 

d. As a matter of housing pol i cy, unti I recently the GRZ did not focus on this 
need. 

The NHA has the statutory power to create a housing revolving fund which could be 
used for this purchase. The NHA does not, however, service loans at this time nor 
does it operate in all the major urban areas of Zambia. Therefore, it is planned to 
have the central administration of the revolving fund be the function of the NHA 
and the processing and servicing of the loans be the responsibility of city and 
municipal councils. 

This $1,000,000 revolving fund is intended to demonstrate thc.t such a mechanism can 
be created and function effectively and that there is a strong need to keep this form 
of financing available in order to preserve and enhar.ce Zambia's housing stock. 
Clearly the $1,000,000 will not go for -- even though the money will roll over at 
i nterva I s of on e to fi ve years. 

It is proposed that this fund be created to make eligible loans from one to five years 
each for an initial trial period of five years (meaning some of the loans made in the 
fifth year would extend to the tenth year). At the end of five years, a decision would 
be made jointl y by A ID and GRZ either to discontinue making new loans or sub
stantially enlarge the fund with GRZ capital. Should the fund be discontinued, the 
NHA and local councils would maintain operations on a declining scale commensurate 
with outstanding loans. 

http:enhar.ce
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The GRZ would disburse portions of the $1,000,000 to the NHA through the MlGH 
on periodic basis as needs warrant. Local councils would submit aggregate docu
mented requests for loan funds to the t'JHA each month. T;,e NHA would disburse the 
reqJested funds subject to capital availability and the performance of the specific 
council in servicing previous loans. 

It is planned that the councils would absorb the processing and servicing costs of this 
fund in order to minimize the cost burden to lower-income households. Moreover, the 
GRZ will make these funds available to councils at the present 6-1/4% (subject to a 
possible increase to say 7-1/4%) which is charged for other housing and site servicing 
loans. 

Local Councils would collect payments on the loans monthly and forward the amounts 
collected to the NHA. The NHA then would have this money available for new loans. 

There would be a five year grace period on the principal repayment of this $1,000,000 
in order to keep the fund truly revolving. Because this entire amount is costing interest 
to the GRZ, it is imperative that all of it remain in active loans as much as possible. 
This will entail careful management and coordination by all the participants. 

This revolving fund demonstration proj ect probably has more compl i cations associated 
with it than either the construction or mortgage parts of the program. Nevertheless, 
it is considered to be technically sound because (1) there is a strong need for it; 
(2) this is the most efficient and effective way of meeting this need; (3) the institu
tions involved are adequate to the task; (4) it will receive AID-sponsored technical 
assistance in getting it established and functioning; and (5) implementation will be 
closely monitored by the GRZ and AID. 

5. Environmental Assessment 

This program will provide approximately 2,300 low-cost housing units in seven large 
communities in Zambia and will indirectly facilitate the provision of another 550 
units by providing mortgage funds. It will foster the upgrading and expansion of 
approximately 1,150 hauses through a revolving fund. 

It is expected that all of the new housing to be bui It will be expandable small core 
units with approximately 15-25 square meters of floor area, indoor plumbing (toilet 
and kitchen), concrete slab, concrete block, asbestos concrete roof, and the lot 
size of 200-400 square meters (a standard low-income single-family plot in Zambia). 
These houses will be constructed on si tes which are pre-serviced wi th sewer, water, 
graded road and drainage. These subdivisions have been serviced already or are in 
the process of being serviced. In any event, regulatory approvals have been com
pleted at local, province and nutional levels. Whi Ie all these units will have 
private water taps and waterborne sewerage, only 50'10 of urban houses in Zambia 
had such private sanitary facilities in 1974. These houses and their associated plots 
meet all Zambian regulations. While the houses are small, they will be of standard 
materials and conventiona I Zambian construction technology. 
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Discussions have been held with local enginee .... and community development officials 
in each of the seven cities and municipalities programmed to participate in this housing 
construction. fvAtoreover, eoch of the sites planned for this housing hos been visually 
inspected. Based on these investigations, there do not seem to be any unusual environ
mental considerations regarding natural features, the site services, or the housing to 
be constructed. 

t'nder this hOllsinq program, mortgages will be made available for 
550 (aFproximately) low-cost houses to be financed with a mortgage 
fund administered by the National Building Society. As part 
of its loan application review procedures, the NBS has a 

"Surveyor's Report and Valuation" prepared by a qualified surveyor which, 
amant] other things, checks on the type and quality of cO:1struction, 
ava:ilablity of utilities, drainage, type and condition of road, and 
plot characteristics. It is not possible to specifically consider 
the likely environmental effects of making this money available. All 
that can be done is to endeavor to ensure that the housing to be 
financed is not environmentally detrimer.tal. Compared to the alternatives 
for lower-income households of squatter dwellings, the modest houses be 
financed will be environmentally better. 

The home improvement revolving fund will enable lower-income households to odd 
rooms, sanitary facilities, a new roof, etc. to small but adequate structures. Presently, 
without this type of financing, such houses are not being upgraded or the work is 
being done with temporary materials and inferi0r workmanship on an incremental 
basis. Thus, there are significant blighting effects of present practices which the 
revolving fund is intended to counteract. rhere will be specific design criteria 
which must be met to qualify for this financing. Both local councils and the National 
I-'ousing Authority will have plan review powers. 

In summary, given that this housing program is for lower-income households and that 
the relatively large single-family plots will be pre-serviced with sewer, water, 
drainage and graded road, the environmental effects will be largely positive. To the 
extent that the effects are negative (e.g., water run-off) compared to the alternative 
available types of low-cost housing (i .e., squatter houses and self-help houses in 
sites and services projects) the housing proposed wi II be environmentally superior. 

B. Financial Analysis and Plan 

This description and ar.alysis pertains to the three-part housing program described above. 
Because the participating organizations are described in the recent Shelter Sector Study 
and the detai Is of the proposed program are di scussed above and in the Implementation 
Plan (below), this analysis will attempt to minimize repetition while still providing the 
requisite background needed to comprehend the financial plan. 
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Tables on the "Summary Cost Estimate and Financial Plan" and "Costing of Project Inputs/ 
Ou~puh" are on the following pages. 

Rather than agoi n present the program by fundional part (i .e., housing construction, 
mortgage, home improvement revolving fund), this description will be by principal GRZ 
participants. Finl.lncial data on these organizations are included in the Appendix. 

1. Ministry of Finance 

The MOF will borrow the $10,000,000 pursuant to AID loan criteria and lTIoney 
market conditions at that time. MOF will assume responsibility for the repayment 
of the loan principal, interest, AID fees and any other eligible associated costs 
provi ded for in either the Pro j ect Agreement or the Loan Agreement. 

The MOF will disburse monies to participating GRZ agencies for the construction 
and finam:i ng of eligible low-cost housing for households below the median income 
level. This disbursement will be strictly in accord with Project Agreement stipula
tions. The MOF will monitor the use of these funds and collect repayments from 
the participating organizations as loans are repaid to them. 

2. Ministry of Local Government and Housing 

The financial responsibility of the MLGH is to channel funds betwefn the MOF and 
either the National Housing Authority or the city and municipal councils. This task 
is nat a time-consuming or difficult one. It is a regular function of MLGH which it 
r.erforms without a servi ce fee. The MLGH will monitor monthly expenditures and 
loan collections by the NHA and local counci Is on a formalized request and reporting 
basis. This role of MLGH applies to both the Housing Construction Program and the 
Home Improvement Revolving Fund. 

3. National Housing Authority 

While the NHA hc.s the legal authority to create the proposed Home Improvement 
Revolving Fund (under the 1971 Act which created the NHA as a replacement for the 
National Housing Board), it is not primarily a financial organization. In fact, its 
functions are to build housing, engage in planning and d-=sign, and approve plans 
and de~igns of others. However, the GRZ is in the process of turning over certain 
other funds to the NHA; thus NHA will be taking on more of a financial orientation 
in any event. 

The plan is that the NHA would provide the centralized management required to dis
burse and collect revolving fund monies. The actual functions of processing loan 
appJi cations and servicing the loans would be the responsibility of local government 
councils. 
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SUMMARY COST ESTIMATE AND FINANCIAL PLAN 
(US $000) 

Pro jec t Paper 

Source AID Host Country HIG Loan 

Use: 

House Construction 
and Financing $3,000.!l $7,000 

Mortgage Fund 2,000 

Home Improvement 
Revolving Fund 1,000 

Inflation ruetor Not Apj>licable, 15% year 
sites al ready Included in 
serviced house cost 

estimate 

Contingency 15% included 
in house cost 

Total $3,000 $10,000 

Total 

$10,000 

2,000 

1,000 

$13,000 

.!I Estimated total cost of servicing plots upon which houses wi" be constructed. 
The GRZ will provide 25% or more of the mortgage financing in that 
the total value of the serviced sites represents 25% or more of the 
principal amount of the mortgages. 



P"'oject InEuts 

Source 

AID Appropriated 

Other U.S. 
(HIG Loan) 

Host Country 

Other Donors 

Total 
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COSTING OF PROJECT INPUTS/OUTPUTS 
{In $000) 

Project Paper 

Project N ----- Title Zambia HIG 

Proj ect Outeuts 
Estimated Estimated 

2,300 Houses 550 New ond 
Constructed Existing 

and Mortgages Houses 
Amount Financed Mortgaged 

$10,000 $ 7,000 house $2,000 
constructed and 
related mortgages 

$ 3,000 $ 3,000 in 
serviced sites 
and mortgages 
related thereto 

$13,000 $10,000 $2,000 

Estimated 
1,150 Home 
Improvement 
Loans Made 

$1,000 

$1,000 
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The MOF will rnake monies avai lable to the NHA through the MlGH as the aggre
gate needs of local councils warrant lJP to the equivalent of $1,000,000). Acrucd 
construction will be arranged by the h\)usehold. 

The MOr will loan these monies at 6-1/4% (or 7-1/4~~), the NHA will add a K25 
service fee to cover its costs and the local co,mcils will request funds from NHA to 
make loans to qualified applicants. 

At this time, it is expected Lhat the councils will service these loans 
as part of their general operating budget. Since these councils 
~re .experienced in collecting on loans for building materials, 
ous1ng rents for council houses, and payments fo" 

Id ~ utilities they 
wou not experience any unusual problems f i collecting monthly payments 

rom res dents for the 1-5 years of the home . 1mprovement loan. 

because NHA is not presently structlJ~ed and experienced in managing anything like 
this revolving fund, it is planned to provide AID technical assistance at ~he outset as 
well as close moniioring by the MlGH and the RHUDO/Nairobi. 

As the councils make collections of the loans, the !'T1onies will be returned to the 
NHA to become avoi lable for additional improvement loans. 

The life of this demonstration revolving fund will be initially for five years. At the 
end of this time, the fund will be discontinued or continued on a more permanent, 
larger scale with other capitalization -- depending on its demonstr.,ted performance. 
Should this fund be discontinued, the outstanding loans would be serviced by councils 
and repayment~ made to the NHA for the life of these loans. 

It is recognized that this kind of home improvement revolving fund is expensive to 
manage and the risks are significant. Nevertheless, the sizp. of the responsibility is 
relatively small for each of the participants. Effective loan processing and collection 
efforts are crucial to the success of the fund. Also, it is essential that all the funds 
be invested at all times to avoid leakage by having idle monies on which the GRZ 
must pay interest. The social and economic benefit of this form of housing assistance 
justify the risk, at least on the nominal demonstration basis proposed herp.. 

4. National Building Society 

The plan is that the MOF would provide loans to the NBS to capitalize the 
$2,000,000 Mortgage Fund as the NBS generates demand for the money. The NBS 
will provide mortgages for eligible lower-income ho~seholds at interest rates and 
other term~ to be established by the MOF and NBS with AID approval. 

The NBS will operate their Fund on a service fee basis through a separate ciivision 
or subsidiary. As monthly mortgage payments arp made, the NBS will repay the loan 
from the MOF. 
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The NBS was selected to manage this part of the program because it is the major 
mortgage lending institution in Zanbia. Whi Ie it has yet to make mortgage loons 
to lower-income households (because of alternative demands on its capitol), there 
are minor legislative amendments necessary to pe,mit participation in this program. 
This legislation hus been drafted and is e)<pected to be enacted into low in June or 
July of this year. 

The NBS was established in 1974 through the consolidation of three previously 
exi~ting private building societies. It is a subsidiary of the State Finance and 
Development Corporation (FINDECO) under the MOF. 

The Society's total assets, as of March 31, 1975, were $140 (K90) million. Out
standing mortgage loans totalled $108 (K69) million at the end of the 1974/75 fiscal 
year and have been increasing at an overage annual rate of 7.5%. In the lost fiscal 
year, mortgaged advances approved totalled nearly $39 (K25) million, of which 
nearly 6ry;~ was allocated to housing. 

At this time, the NBS has a reported $1.5 million (approximately) of mortgages in 
arrears. Put in the perspective of the $108 million in total mortgages outstanding 
and the difficulties with the Zambia economy, this does not seem to be on alarming 
situation. In fact, NBS officials believe they will make a significant profit this 
year. Next year may not be as good because of a recent increase in the costs of 
funds to the NBS while the interest rates charged by NBS have yel to be increased. 
(Both interest rates are determined by GRZ policies.) 

City and Municipal Councils 

There are three cities and five municipalities in Zambia. In addition, there are 
numerous urban and rural tovmships. The plan is that two of the cities (Kitwe and 
Ndola) and the five municipalit:3s (Mufulira, Luanshya, Livingstone, Kabwe, and 
Chingola) would be loaned funds by the MOF as required to construct 2,300 low-cost 
housing units. This fund actually would be administered by the MLGH. The local 
governments would sell the completed houses to eligible lower-income households and 
make council mortgage~ available on tenns to be established by the MOF, MLGH and 
the local governments with AID approval (planned now at 6-1/4% for up to 30 years 
with 5% downpayment). 

The houses would be constructed within strict cost limits to ensure that they would be 
affordable by the target households. In each case, the houses would be built on pre
servi ced sites under the Second National Development Plan sites and ser~ ces program. 
Therefore, the houses could be built quickly -- thus less expensively -- with the 
lowest possible site servicing costs passed on to the households. Under the SNDP, 
the GRZ pays for 40% of the servicing costs. The land itself is not assigned any value 
in Zambia. 
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At an average cost of $3,120 (K2,000) per housing unit, the $7,000,000 for housing 
construction would finance approximately 2,300 housing units. The maximum house 
cost is estimated to be $3,590 (K2,300), with site cost averaging $1,090 (K700), the 
maximum mortgage amount to $4,680 (K3, 000). 

The site servicing loans have been made to local councils at 6-1/4% by the MOF. It 
is intended that the housing construction monies would be at the same rate or onl" 
slightly higher. Also, it is expected that the local governments would absorb the costs 
of servi c ing the mortgages out of the annua I operati ng budgets. 

The financial capability of the seven councils to handle this housing construction and 
mortgaging program can be partially assessed by putting this program in the perspective 
of each council's overall operations as shown on the following table. Note that the 
number of housing units is only 5-10 percent of present council rental units. Also note 
that the total value of the HIG loan is small compared to each council's operating 
budget (i.e., 10%-20%). 

These comparisons are not intended to obscure the fact that Zambia local governMents -
like those all over the world -- are in financial difficulty. In each community, it is 
increasingly difficult to balance the budget and still keep up with inflation and growing 
demands for facilities and services. A particularly (1cute problem is the Housing 
Account -- each council now is suffering a deficit (some cumulative over two or more 
years) beca' ;e: (1) rents have not kept up with increased costs; and (2) the GRZ has 
eliminated direct subsidies. The deficits are being compensated for by either surpluses 
in other accounts or by deferring payments \.1'Je tv the GRZ. While slow in being 
implemented, the GRZ policies to convert council houses to owner-occupant status 
and to increase rents to market levels should eventually alleviate the present Housing 
Account pr.,blems. Without minimizing t~e importance of local government fiscal 
problems, it would seem that solutions will be found to these problems and, in any 
event, that the councils' abilities to construct and mortgage the proposed housing will 
not be substantially impaired. 

LOW COST HOUSING EXPERIENCE OF CITIES AND MUNICIPALITIES 
1974 - May 1976 

Community 

Kitwe 
Ndola 
Mufulira 
Luanshya 
Livingstone 
Kabwe 

Chingola 

Total 

Source: MLGH. 

SN DP (Sites and Services Plots) 

2,427 
4,500 

935 
1,000 
1,356 

695 
970 

11 ,883 

Low-Cost Houses 

124 
263 
120 
80 
80 
75 

229 

971 



N:.LATlONSHIPS OF PLANNED HOUSJI'.:G TO COU~ClL FISCAL A]\;D HOUSll\:G OPERATIO!'-:S, 1976 
(All Kwacha estimates in millions) 

Kitwe Ndola !v1ufu~a Luanshya Uvingstone Kabwe 

PopulationY 330 oooy , 260,000 154,000 135,000 65,000 115,000 
Housing Units (6 persons per Housing Ullit) 55,000 43,000 26,000 23,000 11,000 19,000 
Council Houses 14,789 17,363 4,893 5,000 5,650 4,117 
Operating Budget (total) K 13.8 K 18.8 1\ 5.5 K 3.7 K 6.0 K 5.5 
Housing Account (expenditure) K 3.1 K 3.7 K 0.7 K 0.7 K 0.8 K 0.7 
Squatter Houses 1/ 12,000 6,000 6, GOO 3,000 500 9,000 

A.I. D. Housing Program Allocation 

Units 300 300 400 400 200 200 

Value K 0.7 K 0.7 K 0.9 K 0.5 K 0.5 K 0.5 

Y Source: C. S. O. Interim Population Projt!ctions 1974-84. Figures are for urban areas inclusive of mine townships. 

y Includes Kaluluski - 49,000 

l' Includes Chililabombwe - 64,000 

Chingoia 

220,0001' 
37,000 

!'-:.A. 
~: 5.3 
K 0.8 

8,000 

200 

K O.S 

1/ Informal estimates by Ministry of Local Government {; Housing. Figures include traditional peri-urban settlements within local authority area5. 

Source: M, L, G, H, 

I ..., 
VI 
I 
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C. Social Analy~is 

1. Inlt·l1ck·d Bt>rlt'fic iar it's 

This HG program will provide housing financial assistance to approximately 4,000 

lov.er income households in seven urban areas of Zambia. The target group is house
holds below the 50th percentile of the urban income distribution because these house

hold~ meet the Congressional mandate and the;; have a strons need for the care housing 

mortgages and improvement loans. 

There are an estimated 300,000 urban households in Zambia so the 50% ultimate target 

group consists of 150,000 households. Roughly, three fourths of the urban population 

is located in the se\en communities to benefit by this program. Thus, the ultimate 
target group in these communities includes about 112,000 households. The 4,000 
direct beneficiaries of this program are 3.6°~ of the ultimate target group. It is 
expected that they will be generally representative of ,·he larger group, with a skew 

toward the upper port of this income range. 

These 4,000 households will begin to benefit directly as housBs are completed, mort

gages are made, and loans are made for home improvements. Nearly all of this 
activity will occur within the first two years of the program. They continue to benefit 
from the occupancy of the housing. 

A key part of this program is to encourage the GRZ to establish and implement mecha

nisms for financing low cost housing directed at the ultimate target group. By initiating 

council mortgages, the NBS mortgage fund and the home improvement revolving fund, 
considerable progress wili ha·.;e been made in assuring housing finance for the ultimate 

target group. Moreover, since low cost core housing is not being built now, if this 
program is successful, the GRZ will be responsive to the needs for the larger popula

tion. 

Participation by the target group has come through their elected officials at local and 
national levels as well as by extensive field investigations to learn what such housA

holds now have and what they might prefer. By having local councils design, construct, 

sell, and finance the new houses and make the improvement loans, the program should 
be sensitive to the specific needs of the target households in each community. 

2. Social Considerations Regarding Implementation 

The proposed housing and financing ,nechani~ms are intended to fill gaps in existing 

programs, but to do this in ways which are fully consistent with Zambian needs, 
preferences, policie~ and practices. 
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Existing institutions will implement the program. The housing to be built will be on 
existing sites and services plots with which urban Zambians are very famil iar and find 
to be satisfactory. The houses will be sold rather than rented. While this has not 
been done by councils in the past, it ~.as been GRZ policy intention to do this for 
four years. Market acceptance of ownership is expected to be very strong given 
suitable financing. There has been a great amount of favorable publicity regarding 
lower income home ownership. 

While the houses will be small, they will be complete liveable units with highly de
sired piped water and waterborne sewerage. Construction materials and techniques 
wi" be conventional in Zambia (concrete slab floor, concrete block asbestos roof), 
with clear plans showing expansion potentials, It is not anticipated that beneficiaries 
will need to change any of their values, social organizations, or motivations. 

There are those who bel ieve that a" households are entitled to a middle class siZE! and 
quality of house -- including some public officials in Zambia. The GRZ and locol 
councils will undertake to provide information and rationale to these people explain
ing why it is not possible to house everyone according to middle class standards and 
why the core house concept is sllperior to the alternatives of: (1) doing nothing; 
(2) upgrading squatter housing; and (3) providing sites anu services for the target group. 

"",ID and GRZ will agree upon specific procedures and criteria to be applied in select
ing owner occupants for this housing and making improvement loans. Also, the entire 
program will be monitored by the GRZ and AID to ensure that the program continues 
to focus on the target gr()~·r. Werp. these actions not undertaken, there would be a 
tendency for somewhat hig'ler income households to try to take advantage of this 
program since they too have substantial unmet housing needs. 

D. Economic Analysis 

1. Multiplier Effect 

The $10,000,000 HIG loan to finance low-cost housing in Zambia will have a signifi
cant positive impact on that econorny. It is estimated that the money will be spent as 
follows: 

Dollars Percent 

Building Materials $ 6,000,000 600k 
Imported 2,400,000 24 
local 3,600,000 36 

labor 4,000,000 40 -
Total $10,000,000 100% 
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Over the fj rst t'NO years of the program the Zamb ian economy wi II benefi t by 
$7 ,600,000 of local economic activities (i.e., exclusive of imports). Considering 
this external infusion of capital as an addition to Zambia's economic base, it will 
have a multiplier effect in terms of direct and indirect increases in production, sales, 
wages, and profits. Applying the long-established multiplier factor of 2.5 yields a 
rough estimate of overall economic benefit of $19,000,000. Adding back the value 
of imported building materials of $2,400,000 gives a total economic impact of 
$ 21 , 400,000. 

2. Employment Effects 

Construction workers in Zambia average roughly $100 per month in wages plus fringe 
benefits and other labor cost of $50 per month. Workers in the various trades which 
produce the loca I bui Iding materials are estimated to have wages of $135 per month 
plus $65 in fringes and other labor costs. An approximate estimate of employment 
effects of the proposed housing invesli:1ent is derived as follows: 

Construction Labor $4,000,000 

+ Annual Labor Cost Per Worker 
($150 x 12) 1,800 

Years of Construction Jobs Created 2,200 

Local Building Materials $3,600,000 

+ Annual Labor Cost Per Worker 
($200 x 12) 2,400 

= YE1ars of Building Material Jobs 
(;eated 1,500 

Years of Indirect Jobs 4,800 
(1.3 x basic jobs of 3,700) 

Thus, there are an estimated 3,700 worker-years of construction and building material 
jobs created by this program and another 4,800 worker-years of indirect jobs created 
to support and CI:>mplement the basic jobs -- a total of 8,500 worker years. Note that 
the multiplier factor of 1.3 is used rather than the total multiplier of 1.5 to allow for 
non-job economic effects included in the 1.5 factor (i .e., interested earnings). 
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In addition to the employment effects during housing construction, there wi II be man
power required to service the house mortgages and home improvemp.nt loans. Because 
these functions wi II be diffused alTOng seven local counci Is and three national agen
cies, thi~ workload probably will not require full-time workers. Rather, it will 
require part-time efforts by many government and parastatal oorkers. 

3. Income Effects 

The 8,500 worker-years of additional employment are estimated to hove the following 
income effects: 

Per Worker Year Total Wages and Benefits 
Annual Other Worker 
Wages Benefits Total Years Wages Benefits Total 

(000) 

Construction labor $1,200 $600 $1,800 2,200 $ 2,640 $1,320 $ 3,960 
Materials labor $1,600 $800 $2,400 1,500 2,400 1,200 3,600 
Indirect labor $1,600 $800 $2,400 4,800 _ 7,680 3,840 11 ,520 

Total 8,500 $12,i20 $6,360 $19,000 

1/ This would appear to be overstated by 10%-15% because total labor costs add to 
$19,000,000 whereas as indicated above that amount is the total economic benefit 
to the Zambia economy including profits and other income consideration to 
businesses as well as individuals. 

4. Cost Effecti veness 

The least costly method of providing housing in Zambia is self-help squatter housing 
without any investment in utilities and improved roads. Most additions to Zambia's 
urban housing stock are of this type. Recently, the GRZ and World Bank have 
initiated squatter-upgrading programs. 

Zambia has been very active in the provision of sites and services plots with nominal 
loans for building materials. This has proven to be an inexpensive method of pro
viding affordable housing for very low-incc'me households. Total costs have averaged 
$1,500 in the past two years -- of this, the GRZ pays nearly $600 or 400!o. The 
remainder is paid by the household at only $5-$10 per month as land rent. A problem 
with this type of housing is that the quality of housing built varies greatly with much 
of it being below local standards. Also, in Zl1mbia many of the houses do not get 
completed at all for lack of financial resources. 
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The next level of housing which the GRZ and local councils havt' been plovidiflg Ol"t' 

complete housing units on selviced plots for at I£,f)st $6,000 pUIChaSC pdcc. ALco.d
ing to avai lable household income data, the most that a household at the median 
income level (i.e., roughly $1,800 per year) could afford (i.e., price at 2.5 times 
income) would be $4,500. Therefore, it is apparent that the housing needs of lower
income households ore not being adequately met by prest:nt programs. The proposed 
HIG program is directed at gaps in established program to compensate for existing 
deficiencies and broaden GRZ low-cost housing efforts. 

The program includes the construction of 2,300 uni ts of basi c core housing at cost 
levels which can be afforded by the target group. To achieve this objective entails 
using established construction methods and standardized materials. 

While the units need to be small, they will be solid and expandable. Thus, the basic 
house will be built by contractors, with self-help finishing and eventual expansion. 
These units will be designed and constructed by local councils with plan approvals 
and construction monitoring by the Notional Housing Authority. Dependin:;} on in
dividual council capabilities, they will use council labor or contract the actual 
construction. These houses will be built on available already-serviced plots in order 
to take advantage of previous investments at less than current prices and to be able 
to build the houses quickly. Considerable core has been taken to ensure thaI this 
new construction program will be as cost-effective as possible for the target house
hold group. 

The house mortgages will be processed and serviced by the local councils for the 
2,300 new housing l'nits in order to minimize interests costs to the purchosers as to 
keep fees and other expenses to a minimum. These cOL.ncils are considered to have 
adequate capabi Ii ti es to pe rform th is task. 

The Mortgage Fund of $2,000,000 is intended to providf' mortgages for approximately 
550 houses on scattered sites throughout Zambia's urban areas. There is a major need 
for a financing source for low-cost housing other than on a project basis. Because of 
the diffused nature of this Fund, it is most cost-effective to have it managed by the 
National Building Society -- the leading mortgage le"der in Zambia with offices in 
lar~er urban areas. 

The Home Improvement Revolving Fund will enable owners of existing low-cost 
housing to expand or otherwise upgrade their housing to a greater extent thon is 
po':.sible now with no such financing available. As a consequence, better use will 
re made of existing houses and neighborhoods will benefit by more upgrading of a 
higher quality than would otherwise be the case. Moreover, this Revolving Fund 
provides the beginnings of a financing mechanism which will be very important to the 
eventual expansion of the 2,300 core housing units built as part of this overall program. 
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In summary, the proposed housing program will have subltantial economic benefits for 
Zambia's economy, the housing industry, participating communities, and household 
recipients. Furthermore, the three-part propased program is intended to be the most 
cost-effective means of providing affordable housing for the targeted lower-income 
household group. 

f J • Debt Servicing Capad ty 

Fur goverlU~lent ,lebt, the ratio of debt service to export receipts 
rern:.Lins very low, compared to the average for developing countries, 
alld is projected to be between 3.2 and 7.4% through 1980. 
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PART IV. IMPLEMENTATION PLANNING 

A. Administrative Arrangements 

1. GRZ 

The following organization chart identifies participating GRZ organizations and their 
structural interrelationships. Note that while this chart depicts their regular relation
ships, there are many agencies and parastatal corporations of the GRZ which are not 
shown here. 

The GRZ organizations which will have principal roles in this housing program were 
analyzed as part of the Shelter Sector Study completed in April 1976. On the basis 
of that analysis, discussions with representatives of these organizations in the course 
of preparing the Project Identification Document, and subsequent negotiations, the 
overall program and the specific role of each organization have been detennined. 
Since these organizations are described in the Shelter Sector Study, only the more 
gennane of considerations wi II be presented here. 

a. Ministry of Finance 

This organization is one of the most administratively powerful and politically 
influential in all of the GRZ. Its fiscal policy detenninations directly affect 
all government agencies (at all levels) as well as the numerous para!>tatal 
corporations which dominate the Zambian economy. All governmental operating 
and capital budgets are subject to its detailed control. 

The Ministry of Finance has on its staff approximately 50 of the 72 economists 
in Zambia. The Minister of Finance has changed frequently, over the years, 
but fonner Ministers have stayed in powerful governmental and political roles for 
the most part and their successors have come into office from other influential 
positions. 

Most other financial institutio'1s in Zambia are associated with and subordinate 
to the Ministry of Finance (including the National Building Society). 

Overall, the MOF is well organized, efficiently managed and the focal point 
of fiscal policy alld budgetary operation and control. MOF undoubtedly has 
some weaknesses, but there is no other organization of the GRZ who has the 
legal status, political staturd and technical capability to act as the principal 
agent for the GRZ regard:ng the Housing Investment Guaranty Program of AID. 

It would seem, nevertheless, that the MOF could benefit by an objective, com
prehensive analysis of the housing investment implications of its present interest 
rate pol i ci es and practi ces -- and th is is proposed as one of several forms of 
techn ica I assi stance. 



Ministry of Local Govermnen1 and Housing 

(MLGH) 

National HOWiing Authority 

(NHA) 

Kitwe Ndola Mufulira 

Republic of Za".1,bia 

(GRZ) 

Luanshya 

Ministry of Finance 

(MOf) 

National nuilding Society 

(NBS) 

Livingstone Kabwe 

I 

I 
, 

Chin 
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b. Ministry of Local Government and Housing 

All fl.nds which are disbursed from the GRZ to Iccal government poss from the 
MOF through the MLGH. This Ministry has a very influential role in deter
mining national housing policy, allocating resources among investment alterna
tives and approving local government plans and progress. 

The MLGH has leadership which appears to be technically able and politically 
influential. The organization structure is good. \thile the MLGH role in this 
housing program is central, it is mainly in terms of policy and e.<pediting func-
tions than management of mortgage funds or construction of housing. 
There is no reason to expect anything but efficient and effective performance cf 
the roles the MLGH is to play in this housing program. 

c. National Housing Authority 

As a porastatai corporation attached to the MLGH, the NHA has responsibilities 
for directly consl;'Jcting houses in its own behalf, constructing houses for local 
councils and others on a contract basis, approving subdivision and building 
plans, rmd providing consultation services on a fee basis (as well as other less 
important functions insofar as this AID housing program is concerned). 

While NHA's primary function is to build housing, it has been determined that 
its present capability in this regard is not sufficient to have it be the organiza
tion primari Iy responsible for constructing the housing under this program. NHA 
will have the power to approve the plans of local cour.cils. IVIoreover, it is 
reasonable to anticipate that NHA might well construct some of the housing on a 
contract basis for one or more of the seven city and municipal councils. 

There is another key role envisioned for the NHA in this housing proqrQ'l'l, That 
is to be the central manager of the Home Improvernent Revolving Fund. NHA has 
the legal authority and willingness to create and operate such a revolving fund, 
but it lacks the loan servicing organization and experience to do so. Accord
ingly, the program calls for the NHA to disburse and collect funds from par
ticipating local councils which would process applications and serve the loans. 

While this decision effectively entrusts NHA with a responsibility for a difficult 
function for which it is unproven, it is felt that this fund; (I) must have cen
tralized management; (2) should grow into a very important activity; (3) wou Id 
be legally difficult and expensive for the National Building Society to manage 
(the other most likely candidate); and (4) would foster the expansion of NHA's 
housing role vis-a-vis local governments, thus building not only this revolving 
fund capacity but also its other housing functions. 
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Because this revolving fund would be new to the NHA, AID technical assistance 
is proposed to help in devising the organization structure, staffing, funding 
criteria, and loan processing procedures and techniques. 

d. National Building Society 

The NBS i5 the princ ifXll mortgage lending institution in Zambia, with $100 
million (K69 million) in outstanding mortgages as of March 31, 1975. The NBS 
is a parastatal corporation held by the State Finance and Development Corpora
tion (FINDEC'O) which itself is attached to Ministry of Finance. 

The NBS operates with a relatively conservative lending philosophy which, 
among other things, has kept it from making loans to lower-income households. 
It is proposed to have the NBS manage a mortgage fund for low-cost housing 
both because there is an immediate need for such loans and because NBS 
apparently needs some incentive to begin making such loans. While NBS has 
managed its existing assets and loan portfolio adequately and at reasonable 
servicing costs (less than one percent), policies as to interest rates which NBS 
must pay and charge are established at the Ministry of Finance level. There
fore, NBS must operate within financial parameters which it does not control. 
NBS is restricted by present law from making loans to very low-income house
holds, but this law is expected to be amended by Parliament in June or July. 

NBS proposes to set up a separate division or subsidiary for purposes of managing 
this mortgage fund. It wi II be imperative that the organization and staffing of 
this group be the best available. Moreover, AID will need to ensure that the 
lending criteria and proc~dures are consistent with HIG program objectives and 
restri ctions. Albeit that there may! ... " .... ifficulties with the implementation of 
this mortgage fund, the fact remains that the NBS is clearly the most qualified 
organization in Zambia 10 perfonn this function. 

While NBS has substantial experience in mortgage lending, because these 
mortgages will be to a lower-income group than NBS has loaned to before, and 
because a new group wi II be formed to manage this fund, it is proposed that 
AID technical assistance be provided to ensure the most effective implementa
tion of this program. 

B. Implementation Plan 

1. GRZ 

The principal GRZ organization participants and their functional interrelationships 
are described under section IV-A above. Three network charts are attached hereto -
one for each part of the housing program -- in order to show relationships and time 
phasing of all significant actions critical to project completion. 
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Because there are seven city and municipal counci Is inwlvcd in designing and con
structing the new 10w-Cl.)St housing, reiative'ly wide time frames for achieving various 
milestones are shown on the charts. Each council will be instructed to meet the 
earliest dates possible, but for AlDis purposes these wide ranges are appropriate. 

The monitoring Ian wi II include invol vement of AID housing officers (Washington 
and Nairo i as escribed in IV-A. Also, the Ministry of Lo~al Government and 
Housing (MLGH) will closely monitor the progr~ss of the seven counci Is in designing, 
constructing, selling, and mortgage servicing of the low-cost housing. This Ministry 
wi II also monitor the (lctivities of its parastatal associate, the National Housing 
Adhority, regarding this management of the Home Improvement Revolving Fund. 
Sinc~ the National Building Society is attached to the Ministry of Finance, it is 
appropriate to have the MOF monitor NBS regarding the management of the Mortgage 
Fund. 

The MLGH and MOF will be able to closely monitor all parts of this housing program 
hecause disbursements are made by them according to documented requests from the 
implementing organizations and loon collections are passed upward to them (with 
appropriate reporting) on a monthly basis. 

The Project Agreement will stipulate that either AID or the GRZ can request joint 
consideration of project redesign or modification in the event that corrective measures 
are warranted. Changes wi II be made only on the basis of formal agreement between 
AID and Ci<Z. 

The cost of this monitoring plan will be funded by AID loan guarantee fees for housing 
officer and contractor activities. TheGRZ plans to absorb its costs of monitoring os 
port of its regular operating budget activities. 

In addition to the regular monitoring of this housing program, there will be specific 
evaluations as de5cribed under section IV-C below. 

It has been determined th:Jt the most effective means of having project beneficiaries 
partic ipate in the low-cost housing construction process is by having these houses 
built by local councils who should best understand the needs, prefr;rences and capa
bilities of their lower-income constituents. With the Mortgage Fund and Revolving 
Fund, each household has the option of using this method of financing or electing 
some alternative. By monitoring household actions and attitudes in the early stages 
of the program, it may be possible to adapt future stages to more closely fit house
hold preferences and needs. 
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2. AID 

It is contemplated that AID will not need to undert~~e any 
extrnll}"U inary stt'P:~ to ensure that the propnseri housin~,; PJ'('\~rMl will h' 
ill!!'! ,":','11! ,'d l,r"I"','ly. '1'1l"I'(' wi J L 1'1' :un Ill'pJ',lVll I::. 1lI1'!! i t"'I'i !!I~ Illld t.,"\'llllj.'!L} 

:l:;;:i::t:lI','" 'I!'LiviLies a~; described below: 

H, All) Al'prov~l:; 

1. Loan Agreement between GRZ and U.S. financial institution. 

2. Drawdown of funds by GRZ from loan account. 

3. Desig~ and construction schedules, 

4, House de'signs and cost estimates. 

5. Procedures for awards of major contracts. 

6. NBS organization structure, loan criteria, and procedures 
re: mortgage fund. 

'T. NIlA ol'r-:lnizatioll structure, lonn criteria, and procedures 
re: hOT,le improvement revol vine fund. 

8. Impl elTellt[lti,))1, host Government l';Ullr:1nty ngreementfj 
het Wf' I II f,11 1 fl.nd l~ HZ. 

'r'he~~e 111'I'J")val:~ will be h:lnctled by All) ill Wllsldnt~toll and Nairobi 
:lect'l'Liinr to cstalllLiIlt::-.l criteria and procedures ot' the CrCice of Housing. 

b. AID Monitoring 

Housing officers in Washington and Nairobi will generally 
monitor each of the three parts of this housing program from the outset 
through co~pletion of AID's involvement. No need is anticipated for anyone 
to be based in Zambia to perform this function. The GRZ will be reporting 
regularly to the RHUDO/~~airobi. 

c. Technical Assistance 

The Office of Housinq will provide appropriate technical assistance 
to conduct a comprehensive housing financial analysis for the GRZ. 
Following this analysis, the Office of Housing will provide the necessary 
and appropriate technical assistance to City Cou~cils, NBS, NHA, or 
other institutions, as may be determined by the findings and recommendations 
of the analysis 



-~ 
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(1) A compret;ensive financing analysis focusing on the following: 

• Analysis of Zambia'!> overa 1\ interest rate structure including con
sideration of its economic and social im plicatiol"!s7" particularly its 
impact on the availability and cost of capitol for financing housing 
fOI lower-income households. 

• Analysis and formulation of an action strategy for implementing 
GRZ policies of moving to market rents and converting council 
housing from rental to owner-occupied status. 

• Consu Itation to NBS regarding the low cost housing mortgage fund, 
including the organization structure, staffing, household eligibility 
criteria, loan application evaluation, house evaluation and loan 
processing procedures. 

• Consultation to NHA regarding the home improvement revolving 
fund, including the organization structure, staffing, revolving fund 
techniques and procedures, household eligibility criteria, and 
instructions to city and municipal counrils regarding the processing 
of applications and servicing of loans. 

(2) Analysis of building materials and construction techniques to identify the 
potentials and methods for substituting local materials for imports and 
adapting technology as passible to reduce housing costs. 

The technical assistance will be funded from the HIG fees of the Office of 
Housing. It is anticipated that senior level consultants will be made available 
on a TOY basis, at varying intervals, by the AID Office of Housing. At least 
5 technicians for a 16-week period is estimated for a total TA component cost 
of around $60,000. 

C. Evaluation Plan 

The monthly progress reports and updated schedules by each of the GRZ implementation 
agencies (i .e., NHA, NBS and local councils) will provide the bases for periodic evalua
tion of attainments, problems, shortfalls and anticipated experience for the following 
month. These reports will be evaluated by the MOF and the MLGH. Major difficulties 
will be brought to the attention of the RHUDO/Nairobi. 

There will be quarterly review meetings in Lusaka -- and to various other communities as 
necessary -- involving the RHUDO/Nairobi and key participants of the GRZ. 
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Special evaluations wi II include at least the following: 

I. Analysis of building construction C05ts in Zambia at the outset of the progrom to PIO

vide pertinent current data to use as a basis for evaluating GRZ cost estimates and 
actual contractor bids. (This analysis may need to be updated quarterly for as much 
as two years depending on actual construction schedules.) 

2. Updating and refinement of household income distribution estimates -- including 
making estimates for communities where there are none now -- early in the program 
to ensure that the program target population, i.e., lower-income households, will 
actually be able to afford the housing to be provided. (Adjustments in house plans 
and/or financing may thus be warranted if incomes become substantially different 
from estimated pre5ent levels.) 

3. Evaluation of GRZ and local government actions in response to technical assistance 
findings and recommendations. 

As the program passes the stages of housing cons~ruction and the demonstration period for 
the revolving fund, the need for frequent, intensive GRZ-AID evaluations will diminish. 
Subsequently, quarterly progress reports should suffice since the only activity will be the 
selvicing of loans over as many as 30 years. Should problems develop, however, the GRZ 
and AID would work together to resolve them. 

TilCH' il.H' no issues which need to be indicated here as conditions 
,1l- l"'Vt'TlCll1tS prior to the initiation of this program. The project 
l'roposLlls have been negotiated as described herein and as verified 
bY,the ~RZ letter applyinq for assistance, included as an annex to 
thIS ~aper. However, a condition to this loan will be that during 
the fIrst year of proqram implementation, A.I.D. and the GRZ will 
conduct a review of the overall housing program operations and 
proqress to determine that GRZ housing standards are appropriate and 
necessary to meet the shelter needs of lower income qroups. 
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B. URBAN HOUSEHOLD INCOME DISTRIBUTIONS 

Tic,; most recent and most comprehensive estimate of housel-old incomes in Zambia is that of 
the GRZ Central StaTistical Office which is a product of the 1974-1975 Household Budget 
Survey. These survey data are now an average of 18 months old and need to be updated in 
order to be directly applicable to the HIG program. 

Two summary household income tables from this survey are included on the following pages. 
Note that the combined mediar,-income weighted by population size of the three cities in 
the sUlvey was K8D ($125) per month. Since then, the cost of living has increa~ed 15% per 
yeal (i.e., a total of 23<?o). Also, wages by income level for government and selected 
pOlOstatal wOlkers (less than one-third of total workers) increa5ed 28% for workers previously 
earning K80-K250 per rnonth. Thus it would seem that for gainfully t:mployed households 
the median income level is close to K 1 00 ($156) per month. 

However, growth in the total urban I-ousehold income median has been restrained by the 
continuing in-migration of the rural poor to the cities. Therefore, the median is signifi
cantly less than Kl00 ($156) per month, say conservatively K90 ($140.), 

There is a significant difference in the median incomes of two of the communities for which 
housing is planned, i.e., Kitwe and Ndola with K85 ($133) and K69 ($108) respectively. 
While current data are not available for the other communities, three of them were included 
in the 1966-68 su rvey • 

By comparing relative differences some approximations can be made as follows: 

ESTIMATED MONTHLY HOUSEHOLD MEDIAN INCOMES 

1974-1975 1966-1968 Ma~ 1976.¥ 
Communit~ K K Percent of Kitwe K 

Kitwe 85 1/ 70 100% 94 
Ndola 691" 58 81% 76 
Mufulira N.A. N.A. N.A. 
Luanshya 102.¥ 84 120% 112 
Livingstone 862/ 71 101% 95 
Kabwe 86Y 71 101% 9_: 

Chingola N.A. N.A. N.A. 

Note: K 1. 00 = $ 1. 56 • 

.!! Household Budget Survey, 1974-1975. 

Y Estimated based on 1966-1968 relationship with Kitwe median. 

y l100k of 1974-1975 estimates to adjust for growth in wages reduced by in-migration 
of poor households. 

Sources: 1974-1975 and 1966-1968 survey data from GRZ Central Statistical Office; 
1976 estimates by Real Estate Research Corporation. 
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45. 7% 

54.7':" 
62.0':; 

67.9'::, 

70.6";, 

74.0'" 

77.1" 
/:l0.1 P" 

81.4"" 

83.0"" 
B4.7", 

85.0% 

85.2% 

86.9% 

88.8% 

89.3% 

90.7% 

91.5% 
92.5% 
92.59; 

92.5s; 

98.4% 

94.1 % 

95.1 % 

95.9% 
96.7';; 

97.7% 

98.9% 

99.7% 

100.0% 

Source: Central Statistical Office, 1974/75 Household Budget Survey 

Combined 

Percem Cum. Percent 

1. 0: 
1. 1 s: 
3.8,; 

8.2% 

11.5% 

3.1% 

9.b, 

7.3'., 

6.2':. 

5.8': 

".9"\ 
2 . .t"'., 

2.l)",· 

2.0'" 

1 . ~)"" 

1.7' 
1.4", 

0.7'.'" 

0.9':: 

0.7'" 
1.6SG 

1. O~G 

1.4% 

1. 3% 

0,6% 
0.6S,; 

0.3% 

0.7°S 

O.SS:, 

0.4% 

2.1% 
1.7';(, 

2.6')b 

1.6'::, 

1.2% 

0.6% 

0.2% 

1.0' 

2.1 % 

5.9'{ 

16.1:; 

25.6sf 

33.7': 

43.1 '. 

50.4' 

56.6'" 
62. -1', 

67,8' . 

69.7" 
i'2.3 ' 

74. S" 

7b.2", 

77.9' , 

79.3': 

30.0, 

80.9';; 

81. 6s~ 

33.2:: 
84.2~( 

35.6% 

86. 99,c 

87.5% 

88.1 'S 

88. 4~, 
89.1 ~; 

89.6~:, 

30.0% 

92. 1 ~c 

98.9" 

96.4'::, 

98.0' 
99.2';;, 

99.8~~ 

100.0% 
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c. HOUSEHOLD FINANCIAL IMPLICATIONS 

The following table shows the effects of mortgage interest rates of 6-1/4% and 7-1/4% at 
different income Ie ,eis. The two income levels of K80 ($125) and Kl00 ($156) per month 
represent whot is likely to be the minimum and maximum median household income levels 
in the major urban areas of Zambia where this progrcrn wi II be applicable. The current 
precise income distributions for the various communities are not known, but the overall 
urban median income is estimated to be approximately K90 ($140) per month. 

Monthly Income 
Annual Income 
Maximum House Value 
(2.5 x Annual Income) 

Monthly Mortgage Payment 
(30 years, 100% Mortgage) 

25% Monthly Income 
6-1/4% Interest Rate 
7-1/4% Interest Rate 

Percent of Monthly Income 
at 6-1/4% 
at 7-1/4% 

Median Household Income 
Low High 

K 80 
K 960 

K2,4oo 

K 20 
K14.92 
K16.52 

18.6% 
20.6% 

.< 100 
K 1 ,200 

K3,OOO 

K 25 
K18.65 
K20.66 

18.6% 
20.6% 
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D. INSTITUTIONAL Flr~ANCIAL DATA 

CAPITAL FUND ALLOCATIONS OF MINISTRY OF 
LOCAL GOVERNMENT AND HOUSING, 1974-1976 

Allocation 
Service 1974 1975 1976 Totals --

K'OOO K'OOO K'OOO K'OOO 

1. Low Cost Housing 500 6,003 800 7,383 

2. 5ervi ced Plots 5,725 10,519 6,230 22,474 

3. Building Material Loans to Participants 
in Site a.,d Service Schemes 400 500 280 1,180 

4. Improvement of Squatter Areas 953 500 80 1,533 

5. General Services 5,255 3,721 2,100 11,076 

6. New Loco I Author i ti es 220 220 

Others 

7. National Housing Authority 500 500 1,000 

8. Chalimbana Local Authority Training 
Inst i tu te 87 36 25 148 

9. Civil Service Housing 2,075 1,400 840 4,315 

10. Hostels Board of Management 100 25 125 

11. National Housing Authority: Old Kabwata 
Redevelopment and Woodlands Housing 
Schemes 3,450 1,000 4,450 

15,495 26,809 11,600 53,904 

Source: Ministry of Local Government and Housing. 



STATEMENT SHOWING BUDGET GRANTS FOR RECURRENT DEPARTMENTAL EXPENDITURE 
IN THE MINISTRY OF LOCAL GOVERNMENT AND HOUSING, 1973-1976 

Heads 1973 1974 1975 

Salaries 872, 110 967,580 904,533 

Recurrent Departmental Expenditure 619,630 555,280 546,810 

Grants and Subsidies 6,384,350 2,947,000 8,508,870 

Special Expenditures, e.g., Furniture, Equipment, etc. 12,000 20,000 20,650 

Grand Total 7,888,090 4,489,860 9,980,863 

Source: Ministry of Local Government and Housing. 

1976 

1,163,230 

1,386,230 

5,550,000 )) 

~ 

15, 100 

8, 114,560 
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NATIONAL HOUSING AUTHCRITY - FINANCIAL SUMMARY 

Income Expenditure 

Recurrent Expenditure 

Staff Salaries and Expenses 
Other Expenses 

Total 

Recurrent Income 

Interest on loans 
Professional Fees 

(Management Fees from direct 
Building Operation) 

Sl,rplus on Development Operation 
Rent 

Total 

Surplus (Deficit) 

1973.!1 

429 
174 
603 

59 

459 

125 
643 

40i! 

Notes: 1/ Audited by Coopers and Lybrand, Public Accounts. 

Y Not audited, NHA estimate. 

1974.!1 
(KOOO) 

467 
269 
736 

66 

567 

179 
910Y 

174 iI 

3/ Includes K63 profit on sale of developed properties. 

197521 

622 
281 
903 

56 

125 
100 
170 
903 

iI NHA Contracting Account had excess of expenditure over income of 
K266,OOO in 1974 and K34,OOO in 1973; a s'.ight profit was expected 
for 1975. 
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ZAMBIA NATIONAL BUILDING SOCIETY - FINANCIAL SUMMARY 

1972-1973 1973-1974 Y 1974-1975 
(K 000) -~--

Income and Expenditure and 
Appropriation Account 

T ota I Income 6,319 4,992 7,'2.72 
Total Expenditure 2,642 2,047 3,255 
Surplus of Income over Expenditure 3,677 2,946 4,016 

Interest to Shareholders 2,823 2,347 3,129 
Surplus Retained 854 599 888 

1/ 1973-1974 is for only 9 months because of change in fiscal year. 

Balance Sheet 

Assets 
Mortgages advances outstanding 59,682 62,949 68,896 
Invcs!me"ts 14,862 19,595 14,336 
Fixed Assets 4,341 4,336 5,937 
Current Assets 731 972 1, 174 

Total 79,616 87,853 90,342 

Financed By 

Shares 54,529 55,368 53,418 
Reserves 4,997 5,596 6,484 
Shareholders I Funds 59,526 60,964 59,902 
Deposits and Loans 20,008 26,700 30,205 
Current Lio~:lities 188 235 

Total 79,616 87,853 90,342 



~ 
("".lef.11 
W.lll·r 

Liquor 

lbudng 

Uvh!S"<1Wn 
('~· u,,·r .11 

W.lle r 

liq".::.' 

I ~u'lns 

ChlllSo l:t 
CencHI ! 

Waler 
Llqu« 

Iloudng 

N.tol .• 
( ... • .. l,f.1I 

W.I\l!r 

I i'ln, ... 
Ibldujo; 

1\'lnfnlir .• 

{",,'ul·t .• 1 

W.lh!r 

U'I""'" 
Illu5ing 

~ 
General 
WalC' 
Uquor 
Ho.uIng 

Uian5h)!a 

Gemral 
WOller 

Uq"'" 
I-lousing 

I~COMr. AND EXPL""IDl11JRES OF PARTICIPATING CITY 
AND MUNICIPAL COUNCILS. 1974-1976 

1...-",,1(.' E!I'C·WJilurCi 
J 974 1976 l2Z!.. 1975 

4,~04 5,127 5,534 4, S08 5,133 

1, 32 7 1,730 1,925 I, -IS8 J,704 
2,656 2,720 ',000 2,679 2,733 
1,7 1,748 1,748 2,981 3,382 

3,327 3,535 3,465 3,638 

'" 392 '" 338 
1,040 1,204 1,038 1,133 

sn S72 798 S •• 

1,802 1,935 2,876 1,988 1,933 
404 3:-" 402 44' 437 

1,069 I r ll0 1,114 .78 1,039 
710 710 710 87. .34 

6,056 6,064 6,807 8,933 8,841 
1, 024 1,761 2,184 1, 500 1,712 
2,454 2, 769 2,825 2,322 2,617 

2,895 2,813 3,324 3,988 3,816 

1,169 1,273 2,217 1,234 1,273 

3ZS 339 400 '63 39Z 
1, 568 1,769 1,953 1,534 1,705 

83. 831 891 834 84. 

1,070 1,070 
452 341 
932 .5. 
.S. 1,114 

'55 \ ,356 1,576 1,134 1,188 
217 233 "S 209 254 
732 813 1,025 706 799 
• 5. 73 • 738 717 86. 

Source: Ministry of Loed Government and Houdng. 

1976 

" 10 
1,906 
2,947 
3,584 

2,839 
563 

1,100 
907 

9,835 
2,106 
2, 758 
4,1 75 

2,135 
511 

I, B85 
1 018 

1,431 
321 
98. 

1,008 



G. R. Z. - ALD. 
Agreement Date 

I 
I Fund Organization 
I Established by 
I N.B.S. 

C 

I 
I 
I 
I 
I • 

1 
Mortgage Criteria 
and Procedures 
Determined by 
N. B. S. ar,J MO. F. 
with A. L D. 
Approval 

2 

I ALD. Technical 
I Assistance Study of 
I G.R.z. Financing 
I Mode Including 
I Recommendations 
I 

J 
I 
j 

3 

PLANNED PERFORMo\NCE NETWORK CHART 

FOR MORTGAGE FUND 

Funds Advanced 
By MO.F. to 
Funds Advanced by 
MO. F. to N. B. S. 
as Mortgage 
Demand Warrants 

4 

Promotion of low
Cost Mortgages 

Appli cati ons 
Received and 
Processed in 
Acccrd with 
ALD. - Approved 
Criteria and 
Procedures by N. B. S. 

5 8 

12 - 24 
Months 

I 

N. a. s. Services 
loons and Repays 
MO.F. from 

f2F3Ol 
~ 

Proceeds 

"~----------~7~---------~~~ 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



G.R.Z.- A. 1.0. 
Agreement Dote 

I 
I 
I Organization 
I and StafFing 
I Arranged by 

N.H.A. 

I 
I 
I 
I 

1 

I Loon Criteria 
I and Procedures 
I Estolliished by 
I M.LG.H. and 

I 
N.H.A. with 
A.I.D. Approval 

I 2 
I 
I 
I 
I 
I 
I 
I Local Councils 
I Prepare to 
I Process and 

Service Loons 

I 3 
I 
I 

PLANNED PERFORMANCE NETWORK CHART 

FOR HOME IMPROVEMENT REVOLVING FUND 

Loon Applications 
Solicited and 
Reviewed by 
Councils 

5 

Disbursements Mode 
by MO.F. Thru M"G.H. 
to N. H. A as Needed 

4 

Periodic Requests 
for Loon Funds Funds Disbursed 
from N. H. A. made to Councils by 
by Councils N.H.A. 

8 7 

Loons Made 
to Households 
by Councils 

8 

Loon R epaymenh 
Forwarded to 
N.1-tA by 
Councils 

New Loons 
Mode as 
Funds 
Revolve 

10 

Loons Serviced 
by Councils 

11 

\sv-;l 
I 
I 
I 
I 
I 
I 
I 
I 
I 

o " I etcrm,not,on
J by G.R.Z, 0" 

A. I. D. os to I 
Future of I 
Revolving I 

dU~~ ~Q 



G.R .Z.- A .1.0. 

I 
I 
I 

loan Sanclio.l by 
MLGH Including 
A.I.D. Criteria 

1 

I Completion of 
I Site Preparation 

I 
I 

by Councils 

2 

Final Design or 
Houses & Cost 
Estimations by 
Councils 

3 

Determination or 
I Purchoser Selectiol' 
I Criteria and 
I Procedure$ by Ml GH 6 (with A. 1.0. Approval) 

I 4 
I 

Site$ and House 
Designs Approved 

PLANNED PERFORMANCE NETWORK CHART 

FOR HOUSING CONSTRUCTION PROGRAM 

~ 
~ 

Disbursemenls made 
to Councils os 
Needed Per M.LG.H. 
Determination 

6 

rY-Tl 
~ 

O 
by N.H.A. 

'--5---'" 
Construct;on Bids 
Solicited and 
Revi ewed by Councils; 
Contrac ts let 
(or Direct Council 
Construction) 

7 
Counei Is Market 
Houses, Process 
Applications and 
Selecl Purchasers 
(Based on A.I. 0.
Approved Criteria 
and Procedures) 

8 

Mortgages 
ore mode 
by Councils 

10 

leasehold 
Titles to 
Properties 
are 
T rons ferred 

11 

~ 
~ 
~ 
~ 

~~ ...... 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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DESIGNATED SITES FOR HOUSING CONSTRUCTION 

It is planned that the houses will be constructed on pre-serviced plots which hove been 
developed under Phase I of the Second National Development Plan sites and servi ces 
scheme. Financing for these projects has been provided by the MOF to local governments 
at 6-1/4°~ interest rates. The decision to use such ties for the core houses was made to 
expedite construction, take advantage of committed investments in infrastructure, and 
provide a different type of housing on an integrated basis with the self-help housing (on 
explicit GRZ poli-::y). 

Each of the seven citit::s and municipalities has an adequate number of suitable plots which 
they are willing and able to commit to this program based on tentative a~locations made by 
the MLGH. These housing allocations and the designated projects where they would be 
built are summarized below. All these sites will be ready for housing construction by 
October 1976 at the latest according to town engineer estimates. They are all well located 
and designed according to NHA criteria. Lots average 324 M2. Plots have piped water, 
waterborne sewerage and graded roads. 

SUMMARY OF DESIGNATED SITES FOR NEW HOUSES 

Tentative 
Allocation 

Sites and Plots of Housing 
City or Municipality Services Project Available ---- by MLGH 

Kitwe Riverside 600 300 

Ndola Mu~hili 1,500 300 

Mufulira Kalukanya Square 400 400 

Luanshya SNDP-Phase I 800 400 

Livingstone SNDP-Phase I 800 200 

Kabwe Lukanga 545 200 

Chingola SNDP-Phase I 970 200 

2,000* 

* Additional 300 houses to be built under this program will be allocated based on 
demonstrated need and capability to produce the units allocated above within 
established criteria. 
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G. Prototype Core House -- Loyout ond Cost Estimates 

The NHA has desi gned and constructed a low cost house which is indicati ve of the house 
thot a household could eventually have by storting with a core and expanding it in stages 
ta the finol size of 49 square meters. (The plan for the house is on the following page.) 

The NHA, on May 12, 1976, prepared 0 detoiled cost estimate for 25 squore meters of 
this house which includes the kitchen, one bedroom, and bath. A summory of this cost 
estimate follows. By el iminoting electricity and pointing, the K2,944 cost estimate would 
be reduced to K2,416 ($3,769) which is just offordoble at the 50th percentile of the esti
mated household income distribution. 

By reducing the size of both the kitchen and bath, 0 core house of 20 squore meters could 
be provided for approximately K2,000 ($3,120). The smollest (:ore unit which is planned 
would be one all purpose room plus small bathroom in an enclosed ~rea of 15 square meters. 
This would cost approximately Kl ,600 ($2,496). 

These prototypes wi II be provi ded to local counci Is as plans which can be used. Each 
council wi" have an opportunity ta design their own house as long as it meets the require
ments at least as we" as the NHA plans do. 

SUMMARY OF CORE HOUSE COST ESTIMATES 

K $ -
Subs truc ture 356 555 
Concrete Work 139 217 
Blockwork 348 543 
Roofing 197 307 
Joinery 370 577 
Metalwork 298 465 
Plumbing 400 636 
Pavior and Plasterer 243 379 
Glazing 55 86 
Painting 178 278 
Electricity 350 546 

Total 2,944 4,593 

(Includes 15% contingency as well as all material and labor costs.) 

Note: This house is 25 square meters including kitchen, bedroom, 
and bathroom. 

Source: National Housing Authority, May 12, 1976. 
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12th Nay. 1~76. 

lIer [xcelloncy :..tiss .1l·an ~ry Wilkowski t 
Ambassatlor of the Lnited Stfltcs. 
united States Uilbassy. 
Lusaka. 

Your I;xce llency , 

LISA!£) GCARA.-iTEnn LOA!', FOit LOW COST liUIlSING 

Pursuant to dlscus:;ions with •. j·fr W.:J. Goodsoll. IUfUlJO, Nairobi. 
and AID Consultant, :lr I:.~;. vcvoy, the Republic of Zambia hereby 
:tl'PI ics 7'f1l" .,~s istahce under the US ;iousing lllvcstmcllt Guarantee 
I'rogr;u:~1c . 

Acting on Lehalf of the Republic of Zambia (GRZ). the 
~·linistry of rinilJ;Ce (\ieT) is \.;iIlinrr anu aule to :let as borrower 
of a loan frur.~ a LS fillrtllciul insti tutioll under a Iiousilli 
Invc5trd'.'I,t GIJal'ai1tcc (liH;) rruLralnlnc Agrcelilont between the GRZ 
111111 f\1I) 1',,)" til'! l,~·ov.i:;i(lll of low cost housing for lOh'cr income 
hou~ohnld', . 

1\ IO.ill of ~1O, aDO, 000 '~i 11 be nc[!otia·.cd by the r.R: wi fo~ a 
:n; investvr SUOjdl..:t to t:w cri. tc'ria anJ approval of AIIJ. This 
loan Id 11 i'l! rlilrn:jcu hy tho tfinistry of Finance accoruinr to 
provi s i OilS 11" ti"J :\1.)-';;;': .\£reu,,:cH t (to be n~gotia ted) • 

Tilo ~~()F will di3bur:;o n:onies to appropriate GRZ or~anisations 
for tIlt.! followill,P, l'tor!r~u;lmc }Jurj'oscs 

FUII,Is will be Jisullrsl,d through the !iillistry of Local 
Covt.!rllncnt and J\ousin{: (r-.tLCljli) to City anJ rlunicipal Councils 
for the cOLstruction l.f har,ic COY,') houses (an estir.Jated 2,UOO 
uni ts) Whi.~!l can De .,r.[Ol'ti(;U Ly lower income houscholds. 

'I be ~10r ~; i.ll hl,'1h.l: tllCf,c I::on ies a vailau Ie for Ul) to thi"rty 
years. The COllncils \~ill tIC) rcsi)()l\sib}c for the construction. sale, 
nlortgaging and r<:paYlnellt of these loans according to AlB approved 
eri tetia and prol'cuurcs. 

I . .... 

http:PROGMAM!.il
http:rinai.ce
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:10!tTGAGE F: '.'W 
(ai).proiIUiatclY~·r:oOU. DUO) 

Tile r'OF will di~bursc desi~llated monies to the Parnstatal 
L'o11'or~tion. the ZalUL..ia Ilational Uui ldinz Society (z:mS) wi tit 
which the Z:~l.lS wi 11 1:la},.c morteaJ,!t:s to lower inco:ne households 
for eligillic oxisting or hCW housiJl!. on scattered plots 
throuhllOut Zarubia. Tile Z:WS wi 11 make t.lOrt~aI;C!s and u111 be 
responsible for rl!lJ:\)'illJ] the !lOF frol'l mortgage payments. 'fhis 
is subject to the Vlssil.g (;[ tlw nccessary amellJment to the 
appro.,riate Act of ParliuDl,:nt. 

'file :l~r will llisiJllrSC JcsignateJ I,JOllies through the 
t.1I.Gf,ii to thc Parast::! t~l l:oJ'!l()l':J.L.O!: the ;Iati unal l\ousillg 
Authorl ty (i'illA) for ll:ll"l'uS'S II;" i.r"lllc,,;cl\tiJ(o~ a ut:;UJo8stl'ation 
prograrilmc feJr fjjj,lIicin,.". L!w Ul)p,r:ldinf ;;110 cxpan:sion of existing 
housill!,: OIl1lcJ allll GccuUicu i), l('wer i IICOfi1C :wuscholds throughollt 
Zarahia. /.0.11,:: tt; ..Ii'.'] i ('~j\ts \,,)(:lll ill' l..aJc :I.td scrvicGs uy 
local LOUlldls accuri 111<., tc ;::i.\ cri t(,1'.i.(I 11a,; iJrOCCt!Ul'CS approved 
uy :\1D. Tllis OCI.IIJll!:tr:ltiOIl pl' ":I":IlU',,; I"ould UU uperateJ IJY the 1,1 LGIJj I 
for fivl~ yl'<lr~, 1,Jit":·,ut J'q)'IY1,;·'ilt ot' ~,ddciilal to t!1e ~lOF. At 
thf' e::,\ of fiv,,' ),I.)ar:,. 1.:0 '.~UI :lmi tIlL.. .()ulJ Jointly dotornJ.ne 
tile fUlurl~ of t~,is 1,j"(J,.ra.:u:,-.;" 

':;k '~r)r' a.'l'n'~i.ltl' tUs uJ'j)ortLUlity to ,.:()(),lcrate with 
All,. \':C IOlli: fl)rt!:Il'\, t,) l!x!J(Hiitiuusly ':111.1 c.:oupel"ndvcly I<.'orking 
out th(· Jct<lj Is or the :\:,:rccJ.:C'JlL Id Lll AI~) lilt~lill t!IC' framework 
Jescrilwd ~l<'rL'jll or a!; i';utu:llly defi:,(:J. 

Vcry tj"U] Y yours, 

~I .:'. : :"unaLa t\·;c ' 



STATUTORY CHECKLIST 

Section 221; 

The total face amount of guaranties issued, outstanding at 
anyone time, shall not exceed $430,000,000. 

The proposed guaranty will finance self-liquidating housing 
projects suitable for conditions in Zambia. 

Section 222(b): 

The proposed guaranty qualifies under the criteria of one 
or more of the following subsections of Section 222(b) 
in that it assures agai,nst loss of loan investment in: 

222(b)i!ll Private housing projects of types 
simile.r to those insured by the Department of 
Hous i T.lg and Urban Development and suitable for 
conditions in Zambia; 

222(b)(~1: Housing projects in Africa, 25 per centum 
or more of the ag:~regate of the mortgage financing 
for which is made available from sources within 
Africa B.nd is not derived from sou~ces outside 
Africa \lrhich projects shall, to the maximum 
extent practicable, have a unit cost of not more 
than $8,500. 

Section 223(a): 

The AID guaranty fee has been determined by AID in accordance 
with the authority delegated by the President. 

Section 223(f): 

The maximum rate of interest allowable to the eligible U.S. 
investor to be prescribed will not be more than one percent 
above the current rate of interest applicable to housing 
mortgages insured by the Depart~ent of Housing and Urban 
Development. 

5 ec t ion 22 3 (h) : 

No ?ayment may be made under any guaranty issued for any loss 
arl.Sl.ng out of fraud or misrepresentation for which the party 
seeking payment is responsible. 



-2-

Section 223( U: 

The proposed guaranty qualifies under Subsections 223(j) 
(1), (2) and (3) in that Zambia is currently receiving 
development assistallce undE'!r Chapter 1 of Part I of the FAA, 
and the proposed housing projects are and will be coo=~ nated 
with and complementary to s~ch assis~ance and are speci~ .cal~y 
designed to demonstrate the feasibility and suitability of 
core housing, low income home improvement loans, low income 
mortgage financing, and new inst:'. '~utional arrangements in 
Zambia. 

The project is designed and planned by AID so that at least 
ninety percent (90%) of the face value of the proposed guaranty 
will be issued for housing suitable for families wlth incomes 
below the median income (below t'he urban median income for the 
housing in urban areas) in Zambia. 

The $10 million housing guaranty will be authorized in the 
fiscal year in which this project is approved. The face 
value of guaranties issued (1. e. authorized) w'ith 
respect to'housing in Zambia shall not exceed $25 million 
in any fiscal year. It is planned that the average face value 
of all housing guaranties issued (i.e. authorized) in any 
fiscal year shall not exceed $15 million. 



DE .. ARTMENT OF' STATE 
AGINCY ,.a. INTERNATIONAL DEVELO~MENT 

WAaHINGTON. 0 C lo,n 

GUARANTY AUTHORIZATION 

Provided from: Housing Investment Guaranty 

ZAMBIA: The Republic of Zambia 

Pursuant to the authority vested in the Assistant 
Administrator, Bureau for Africa, by the Foreign Assistance 
Act of 1961, as amended (FAA), and the delegations of 
authority issued thereunder, I hereby authorize the 
issuance of guaranties pursuant to Section 221 of the 
FAA of not to exceed ten million dollars ($10,000,000) in 
face amount, assuring against losses (of not to exceed 
one hundred per centum (100%) of loan investment and 
interest) with respect to loans by eligible U.S. investors 
(Investor) acceptable to A,I.D. made to finance housing projects 
in Zambia. 

This Guaranty shall be subject to the following terms and 
cond it ions: 

1. Term of Guaranty: The loan shall extend for a period 
of up to thirty years (30) from the date of disbursement of 
t;he first installment of the loan including a grace period on 
the repayment of principal not to exceed ten (10) years. The 
suaranty of the loan shall extend for a period beginning with 
the first disbursement of the loan and shall continue until 
such time as the Investor has been paid in full pursuant to 
the terms of the loan. 

2. Interest Rate: The rate of interest payable to the 
Investor pursuant to the loan shall not exceed the allowable 
rate of ~nterest prescribed pursuant to Section 223(f) of the 
FAA and shall be consistent with rates of interest generally 
available for similar types of loans. 

3. Republic of Zambia Guaranty: The Republic of 
Zambia shall provide a full faith and credit guaranty to 



-2-

A.I.D. in United States dollars assuring against any and all 
101les to A.I.D. by virtue of A.I.D.'s guaranty to the Inve.tor 
or from non-payment of the guaranty fee. 

4. Fee; The fee of the United States shall be payable 
in dollars and shall be one-half of one per centum (1/2~) per 
annum of the outstanding guarantied amount of the loan plus the 
fixed amount of $100,000 to be paid as A.I.D. may determtne 
upon disbursement of the loan. 

5. Other Terms and Conditions: The guaranty shall 
be subject to such other terms and conditions as A.I.D. may 
deem necessary. 

Assistant Administrator 
Bureau for Africa 

Date 




