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I. 	General Observations
 

A. 	 Policy
 

Some movement on policy issues has taken place 
 during

the third quarter of 1983. This movement has been in
 
response to several 
apparent pressures, including:
 

I. 	 Scrutiny of the FY1982/83 performance of MOH;
 
2. 	 Preparation by MOH for defense of the FY83/84 MOF 

budget by the Minister in Parliament; 
3. 	 Concern within MOH 
over the USAID and UNDP
 

agreements;
 
4. 	 Review of the draft Project Delivery Plan for Phase
 

I of Parkridge-Fontainbleau;
 
5. 	 Concern within MOH over housing policy for minimum
 

wage earners;
 
6. 	 The suggestion by Ministry of Finance, Economic
 

Planning, and Development that MOH policy was not
 
Government policy (approved by Cabinet).
 

The 	fact that some policy debate has occurred during the
 
past 
 quarter indicates that MOH is responsive to outside
 
pressure. The major issue underlying the debate has been the
 
issue of affordability. Although affordability of 
 project

benefits to below-median income households is a principle

agreed to 
by MOH, with regard to HG projects, no definition
 
of what that actually means was available until the Phase I
 
PDP (a document which 
MOH had to take seriously) was
 
completed and circulated in early July. Throughout the PDP,

wherever 
a policy area was "gray" and open to interpretation,

I suggested a definition of policy which I felt 
was in accord
 
with the general policy espoused by MOH.
 

It seems apparent that the various pressures listed
 
above caused th 'Permanent Secretary to convene 
a meeting on 
August 1 of the Deputy Secretaries, Director of 	 TSD,

Principal Architect, and advisors to/discuss formation of 
a

national housing corporation, review the PDP, examine policy

for minimum wage earners, and examine "what was agreed

between the Government of Zimbabwe and "Umtali" 
 States Aid
 
for International Development with regard to 
the 	funding and
 
development of low cost housing at 
Parkridge Fontainbleau and
 
secondary towns of Chinhoyi, Kadoma, and Marondera,' and with
 
UNDP with regard to Kwekwe and Gutu pilot projects.
 

This meeting lasted virtually all day. Fortunately, it

concentrated on minimum wage earner policy and on 
the USAID
 
agreements, with some 
review of the PDP. Concentration on
 
policy 
 for minimum wage earners was fortunate because the
 
gulf between MOH housing standards and what minimum wage

earners (Z$105 per month 
industrial, Z$50 agricultural) can
 
afford to pay for shelter is very clear. My role in this
 
meeting was to prepare a summary of salient points 
 in 	 the
 
USAID Implementation Agreements and 
to argue forcefully (I'm
 



afraid I've become somethincg of a bore on the subject) for 
defining affordabi litty in terms 
 of what people can
 
realistically 
afford to pay for shelter; including in
 
affordability calculations all 
mandatory charges'people must
 
pay, and then 
 producing project standards and procedures

which reflect a level of physical outputs linked to
 
affordability.
 

The outcome of the meeting was 
(copy of report and
 
recommendations attached) that 
25% of income was about the
 
most a household should be expected to 
pay for all shelter
 
costs; that a serviced plot and monthly service charges
 
implied a monthly cost 
of at least $15; that a folur-room
 
house implied a monthly repayment of at least $28.35; that a
 
four-room house on. a serviced plot 
was affordable only to
 
.families earning more than $175 per month; 
 that progressive
 
development of shelter is 
feasible and desirable and could
 
take place over a reasonably short period, given support 
by
 
project staff; and that in view of 
scarce public funding and
 
in order to support a general pol icy of self-rel iance, MOH
 
should support a housing policy which 
 offered solutions
 
ranging from open plots to fully-developed housing so that
 
shelter solutions would be affordable and available 
to all
 
income segments of the population.
 

I regarded the outcome of this meeting as highly

favorable to rationalizing MOH policy. Tociether with
 
advisors Beardmore and Chana, the following day I drafted the
 
attached report which then was discussed by MOH staff with
 
the Minister. (Note 
 that the attached report carefully
 
separates MOH staff from advisors, 
to give maximum impression
 
that- it had the full 
support and agreement of MOH staff, and
 
that advisors merely assisted them in their deliberations.)
 
It would appear that the Minister, faced by a unified staff,
 
agreed with all recommendations, except that no more than 24
 
months should be permitted for progressive development to
 
reach the four-room house stacie.
 

Analysis of how change 
takes place frequently uses the
 
following series of actions as 
a model: "un-freeze the
 
current situation; move it to a new position.; freeze 
it at
 
the new position." Since it appeared 
 that the policy
 
situation had unfrozen and been moved to 
a new position, as
 
soon as I knew of, the Minister's agreement with the report
 
and recommendations, I ensured that 
copies of it were widely

distributed in MOH, 
hoping that by seeing it in writing,
 
staff would in fact accept it as policy.
 

However, as the third quarter passed, 
 it appeared that
 
the pol icy change had not been "frozen' at its new position.
 
Rather, it seemed that 
the Minister, having been manuevered
 
by his staff into a position he did not favor, slowly began
 
to recover "lost ground." Several factors assisted him in
 
doing so, including:
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1. the anticipated Par] iamentary debate of MOH pol icy
during budget defense did not develop; rather, the
 
MOH budget was 
passed quite quietly.
 

2. the 
 issue of whether MOH policy, especially with

regard to 
 bricgade formation 
 and the four-room
 
minimum house, was Government policy was 
 laid to
rest when the Prime Minister spoke in Kwekwe at the
"handing-over" of 
the first houses produced by the
 
Kwekwe construction brigade 
 to renters. His speech

endorsed MOH policy (policy prior 
to August 1) in
 
virtually all aspects.
 

3. during review of the PDP within MOH, 
 it seemed

that MOH staff had forgotten the report 
 and

recommendations 
of August 
 1. For example, the

Director 
 of TSD gave every evidence o{ trying his

best 
 to find ways to omit frc.m the PDP any language

or project component which provided of
a definition 

project principles. 
 All decisiuns about 
 revising

key points, such loan sizes considered affordable
as 

and percent of income which should 
 be spent on

shelter, were 
 made by the Director or Permanent

Secretary, 
after referring it In
to the Minister. 

addition, 'support 
 by other advisors on 
key policy

points, even 
 by simple reference to 
the report and

recommendations of August 
1, was minimal.
 

Some examples of this are:
 

a. The Director of 
TSD, after consultation with 
the
 
Permanent Secretry, but 
 without other inputs,

required that:
 

i. the p-?rcent of income to be 
devoted to shel ter
 
be raised from 25% 
to 27.57;
 

ii. all allocation targeting procedures be.
 
deleted;
 

iii. section on establishing a construction
 
brigade be deleted;
 

iv. off-site administrative 
 costs of brigade

operation be deleted 
from the purchase price of
 
brigade-constructed housing;
 

v. the budget for housing loans be calculated on
the basis of all beneficiaries being eligible
loans of $3,100 (the maximum affordable by 

for
a 

household earning $175 per month).
 



The purpose-of these changes was made quite clear:
 

the Director and Secretary wished to produce a
 
document which defined policy in a convenient way to
 
please the Minister, regardless of -whether the
 

project defined by the document could be implemented
 

to benefit lower-income people. Therefore, in order
 

that four-room houses could be built, only people
 

with sufficient incomes should participate. This
 
led to deletion of allocation targeting by income
 

distribution and to the tacit understanding that
 
only households earning close to $175 per month
 

would be selected, thus narrowly meeting the HG
 
Programme below-median income requirement while
 
ensuring that the beneficiaries who were selected
 
would be those who were most likely to he able to
 

build four rooms. The negative upublic relations"
 
impact o4 this tacit understanding was offset by
 
also deleting the requirement that beneficiaries
 

earn an income sufficient to afford only a plot,
 
thus making it appear that the project was open to
 
all lower-income households and conveniently
 
ignoring the fact that project requirements imposed
 
by" MOH also imposed a de-facto lower income limit
 
which would be quite close to the upper income limit
 

permitted by the HG Programme.
 

Other deletions and additions by MOH to the PDP were
 
aimed at ensuring a major role for brigade
 
construction, primarily by eliminating some of the
 
overhead costs of brigade construction from the
 
price of housing completed by them, by selecting
 
only the highest-income beneficiaries permitted, by
 

makipg it appear .that everyone would get a $3,100
 
loan, and by restraining the attractiveness of aided
 
self-help. In this instance, the $3,100 maximum
 
affordable loan was a convenient number, since MOI
was maintaining that 'brigades could produce a four
room house for little more than that, despite
 
mounting evidence that real costs'were likely to be
 
nearly double their estimate.
 

The effect of these changes was to produce a PDP
 
that would be more palatable to' the Minister
 
although unl'ikely to gain USAID approval or be a
 
viable plan for implementation.
 

b. After a preliminary review by the Minister on 
August 10, it was further required that the PDP be 

amended to: 
I 

i . stipulate that four-room "cores" be developed
 
by all beneficiaries;
 

i i. give no more than 18 months for progressive
 

development of the four-room house (the difference
 



between 18 
 'and 24 months being converted to k 6
month 
 "grace" period available to builders the
at 

option of the local authority); 

iii. require that 
LISAID disburse the remaining $5

million of 
HG funds at 
one time (Dec. 1, 1983);
 

iv. permit no beneficiary to 
live on-site during

construction of 
housing.
 

The effect of 
these requirements was 
to reinforce
the direction taken 
by the Director 
 and Permanent

Secretary; 
they also show how the 
sense of unity and
cohesion 
 among staff which 
was apparently emergingfrom the August I policy discussion collapsed in the
short space 
 of a few days. Although review and
revision 
 of the PDP continued after 
the Minister's

preliminary 
 review of August 
10, it was aimed
ensuring at
that the document met 
 the requirements
stipulated by 
the Permanent Secretary and Minister.
 

3. during consultation 
with MOH before and at 
 USAID
Mission/GOZ 
 progress conferences 
in early August,
the Mission (which had been made aware 
by me of the
possible policy changes of August 1) confined itself
to making vague references to 
its pleasure with 
*the
possible policy changes and evidently accepted vague
promises by MOH that 
an acceptable PDP would shortly

be forthcoming. 
 Mission interest in the 
 project
seems 
 to be minimal 
to me, while its 
 interest 

either pleasing GOZ 

in
 
or at least not offendinq GOZ 
in
any way 
seems extravagant 
to me. Please note 
that
this statement of 
apparent criticism is solely my
perception of 
events and that 
I have not been 
 made
aware of 
 other circumstances 
which may impose
constraints on 
the Mission vis-a-vis the project.
 

In summary, during the 
 third quarter a variety of
pressures 
 on MOH produced 
a policy debate; there was
considerable apparent progress 
toward policy rationalization;
because pressure from all 
points collapsed, real 
 progress
toward rationalizing policy through 
internal 
debate remains
doubtful. 
 The key factor making internal rationalization of
policy doubtful is perhaps that MOH staff 
did have the chance
to have an impact on policy, 
 did have some apparent effect,
but failed to con- olidpte a legitimate role 
for themselves 
in
policy deliberations.
 

B. Programmes and Projects: 
 Impact on Policy
 

As revised 
 in earl>y September, 1983, 
 the project
procedures and regulations, especially that 
of requiring the
completion of 
four rooms within 18 months, tend to contradict
the 
 level of assistance, especially financial 
 assistance,
that can be provided to beneficiaries. 
 Since affordabil it>, 
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virtually dictates that befeficiaries opt for self-help, it
 
is. apparent that man>".beneficiar es will fail to meet stated
 
project goals and it is likely that debate will occur 
 about
 
whether self-help has failed or whether pol icy is 
 too
 
restrictive.
 

Since the revised, MOH-approved PDP is now ready for
 
circulation outside MOH, further rationalization of policy
 
may occur through debate with agencies outside MOH,
 
especially with the City of Harare. In order to develop some
 
level of coordination between MOH and COH, as well as to
 
provide a forum for discussion of policy and implementation,
 
the PDP suggests setting up a "Project Management Oversight
 
Committee" composed of MOH and COH staff. This will be
 
established in the fourth quarter of 1983. Hopefully, the
 
discussions of this committee can have a positive effect on
 
policy which will be reflected in the final vers'ion of the
 
PDP.
 

In my view, the time consumed in producing a reasonably
 
acceptable PDP is well worthwhile. To be acceptable, the PDP
 
should define policy in detail sufficient for guiding
 
implementation; project components, procedures, and
 
regulations. should be a good "fit" with beneficiary ability,
 
and project financial arrangements should be feasible. It is
 
apparent that other projects developed by MOH, which are
 
largely rural housing projects, will have little effect on
 
policy. Other projects do not seek to define policy; rather,
 
they never examine the implications of pol icy for
 
implementation. Even a cursory examination of the planning
 
which exists for other projects raises substantive questions
 
about the feasibility of funding and implementing them, but
 
such questions are discussed vpry little. The current MOH
approved PDP does set forward a reasonably detailed plan for
 
implementation, but the MOH review of it in 
the past quarter
 
has resulted in a contradictory plan lacking the consistency
 
and flexibility needed for implementation. In my opinion,
 
further review and revision after consultation with COH will
 
be a valuable lesson for MOH because senior staff at MOH will
 
be exposed to questioning of the plan's feasibility by others
 
experienced in implementation. Hopefully, re-consideration
 
of some of the restrictive or contradictory components of the
 
plan will have an impact on policy, even if only by
 
permitting greater flexibility of implementation methods.
 

C. Management: Institutional Capacity
 

The review of the PDP during the past quarter has shown
 
quite clearly the manaQement and institutional weaknesses of
 
MOH. The management characteristics of MOH were elaborated
 
in my report for the second quarter.
 



Althouqh it may seem unIi kely, it has taken the entire 

quarter to review the PDP and revise it in to a version 
acceptable to MOH. The reasons for this slow performance 

include: 

1. 	 There are no decision-makers in MOH. Rather, all
 

decision-making is centered in the office of the
 

Minister. Even though staff may agree on a
 

position, a decision of any importance must be
 

cleared with the Permanent Secretary and Minister.
 

As a consequence, making decisions with regard to
 

the PDP was a lengthy process, particularly so since
 

in , general the Minister meets with the Director of
 

TSD only once a week.
 

2. 	 The scattering of functional responsibilities in the 
Ministry, which impedes swift action on almost any 
routine business, also impeded review of the PDP. 

It is diff'icult to get the right people in the right 
pl-ace at the right time. Review meetings were often 

scheduled and then canceled; some meetings had to 
review what had been reviewed previously, in. order 

that staff who missed the previous meeting could be
 

brought up to date.
 

3. 	 The haphazard assigning of staff to functional
 

.responsibilities 	led to high turnover of staff from
 
meeting to meeting. Who exactly would be at Which
 
meeting was hard to determine; frequently staff did
 
not know they had been' assigned a role in the
 

rev iew.
 

4. 	 The lack of clear policy, or even clear direction
 
by MOH made policy consideration and project
 
programming difficult. Overall, led by the Director
 

of TSD, MOH's approach to the PDP was that it should
 
tell USAID as little as possible about virtually any
 
project component. For example, the draft PDP had a
 
section dealing with the establishment ,of a
 
construction brigade by the City of Harare; this
 
section was developed on the grounds that since
 

brigade construction was an option for beneficiaries
 
to 	 choose, the PDP should set out a plan for
 

establishing the brigade. This section was cjeleted
 
entirely by the DirecLor of TSD on the grounds th'at
 

it would make it appear that MOH was making a 
committment to give funds to COH, that USAID 
shouldn't know what the costs entailed were, and 
since it was stated elsewhere in the PDP that a 
brigade would be establ ished, LISAID should take 
MOH's word for it that one would be established. 
Such discussions consumed considerable time. 

My over-riding concern with preparation of the PDP was 
to produce a document sufficiently detailed that principles 
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could be turneo into ict ions; overall the *actors referred 
to above had the effect of makinQ it almos. t inipossible for-
MOH to concentrate on' the task. It would appear, however, 
that the time spent on the review has at least familiarized
 
staff with the issues and has led to a reasonably detailed
 
document being produced, one sufficiently detail'ed to permit
 
further substantive discussion.
 

Within the management development framework set out in 
my report for the second quarter, of "effectiveness -
efficiency -- expansion -- maturity," as the sequence of 
organizational development, the performance of MOH in the
 
review of the PDP showed clearly that MOH does not have the
 
personality or capacity to examine critically its, own
 
development. Nor does it appear able to permit sufficient
 
freedom of action or delegation of authority to enable staff
 
to operate effectively or efficiently. A markedly high level
 
of frustration was evident 
on the part of many of the staff
 
who took part in the review. In addition, it appears that to
 
some extent a virtual paranoia has crept in at the most
 
senior level, with a consequent "us versus themu attitude
 
which stifles discussion and consultation.
 

In summary, it seems apparent after nine months with MOH
 
that the factors deterring the growth of insti rut ional
 
capacity considerably outweigh the factors which could lead
 
to an iricrease in capacity. The deterring factors seem more
 
to be senior level weaknesses than junior level inability.
 
This may lead to losses of expatriates and competent although
 
inexperienced junior staff with a consequent decrease 
in the
 
technical capacity of MOH. Although the rather stifling
 
policy atmosphere clearly plays a significant role in
 
deterring institutional growth at the present time, it
 
appears to me that senior management capacity is so limited
 
that even a far freer pol icy atmosphere, one in which staff
 
could participate in pol icy formulation, would not
 
necessarily lead to enhanced institutional capacity. In
 
other words, without rigid guidance by the political level,
 
the executive and technical levels of the Ministry might very
 
well be unable to figure out what they should. do. This 
reflects the fact that the roles and functions of MOH are 
still not clearly defined. 

II. Contract Work Within Terms of Reference
 

Remarks on Progress:
 

1. "Assist MOH, COH, and secondary towns in preparing for
 
implementation of housing project financed b>' USAID:
 

In general, the strategy used to provide this assistance
 
has remained the same and proven prudent. This strategy has 
been: first -- assist MOH to prepare a conceptual plan and 
methodology for the projects; second -- develop a process by 
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wh chI MC1H and the Ic cal author i ty, esDeciall CL'H, .r
engaged in s.ubsta r tive consultation; third -- assist trne 
local authority' to implement the project. 

Essentially, COH remains. unwilling to voluntarily enoacie
 
itself in project planning, because COH staff have had
 
several bad experiences, with MOH. In effect, no working
 
relationship now exists between MOH and COH at the staff
 
level; COH's general attitude is that MOH must provide fairly
 
specific policy guidance before COH will again undertake an
 
active role in project preparation. COH does, however,
 
liaise directly with me on a limited basis, especially with
 
regard to financing of the project, in order to produce the
 
capital and recurrent estimates it requires for its financial
 
planning. It seems apparent that once a written specific
 
project document is produced, COH will willingly engage
 
itself in further project preparation, especially if a
 
consultative process (MOH/COH) is developed.
 

Therefore, most of my work in this area of my contract's
 
terms has in this quarter been on the PDP, since it is the
 
means by which MOH will produce specific guidance for COH.
 
Since the PDP was completed in draft form by me in early
 
July, emphasis in this. quarter has been on getting it
 
reviewed and revised by MOH, so that it can be discussed with
 
other agencies, including COH, thus opening opportunities to
 
provide substantive *assistance to COH. Details of this
 
review process are found earlier in this report.
 

2. "In conju.nction with counterpart staff, identify and
 
recommend resource requirements."
 

No counterpart staff are available. MOH's policy that all
 
MOH staff should be engaged as needed to work with advisors 
has in practice meant that no one is regularly available; 
that no one is assigned to any specific area of 
responsibility, and that no one has developed much more than
 
a passing acquaintance with the project except for the
 
Director of TSD, whose responsiveness to other pressures in
 
MOH far outweighs his reponsiveness to advice. In effect,
 
the PDP identified and recommended project resource
 
requirements in considerable detail; these recommendations
 
have been considered in review of the PDP but rejected to a
 
considerable extent, largely on non-technical grounds. The
 
resource requirements included in the revised PDP, such as
 
the level of funding needed for housing loans, are the
 
product of wishful thinking rather than analysis of facts.
 
No consideration has been given even to whether the GOZ can
 
or should make the exaggerated project contribution now set
 
out in the revised PDP. Although the greatly diminished
 
FY83/84 MOH budget clearly demonstrates the scarcity of local
 
resources for housing, 10H continues to plan as if there were 
no resource constraints. 
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3. "Mob I ize an L organize small contractora arid 
beneficiaries. for mutual self help." 

(7.) "Identify their training requirements."
 

Proposals for self-help construction, including mutual
 
self-help, are in.eluded 
 in the revised PDP.' Training
 
requirements 
 of small contractors and beneficiaries are not
 
known, although the PDP sets out a comprehensive package of
 
orientation and technical assistance for 
beneficiaries. MOH
 
regards contractors of any size with suspicion; during review
 
of the PDP it 
became accepted that many beneficiaries who
 
opt for self-help would indeed be opting 
to hire a small
 
builder. However, mobilizing or organizing small 
contractors
 
will not occur until the project is implemented', because of
 
the sensitivity of the iss'ue. COH experience with Glen View
 
indicates that there will 
be no problem identifying small
 
contractors to participate in Parkridge/Fontainbleau.
 

4. "Develop fair allocation proc.edures."
 

Fair allc-ation procedures were proposed in the draft
 
PDP. The proposed allocation procedures suggested spreading
 
the project's shelter opportunities across approximately the
 
20th to 50th pe-centiles of income distribution by targeting
 
a set number of plots to a set number of households according
 
to income distribution within 
the 20th to 50th percentiles.
 
Because 
 the targeting method used permitted reasonably
 
accurate estimating of the financial resources required by
 
the target population, a reasonably accurate estimate could
 
be ,developed for both the-average affordable loan ($2,038)
 
and the total housing loans budget.
 

These procedures were rejected by MOH for two" reasons:
 
first, the procedures did not permit allocation 
in strict
 
accordance with the existing housing waiting 
 list; second,
 
they obviously would not enable all allocations to be made to
 
households earning very close to the median 
income of $175
 
per month, as desired by MOH. Obviousl.y, allocation in
 
strict accord with the waiting list will also not enable all
 
allottees to be those households earning near the median, but
 
the contradiction between MOH's 
two reasons for rejecting the
 
allocation procedures was apparently not 
understood by MOH
 
staff. It is 
 very clear that during alloc.Rtion MOH will
 
attempt to- skew allocations toward the upper-most ranks 
 of
 
the below-median income households on the waiting list.
 
However, because of earlier insistence by MOH that the
 
,aitin 
 *list be strictly observed during allocation, it is
 
likely that the 
final PDP will provide for allocation in
 
strict accord with the waiting list. Because MOH has accused
 
MOH of not allocating according 
to the list, it will become
 
difficult for MOH to skew allocation toward households near
 
the median, unless MOH issues instruction in writinq to COH
 
to force a skewed allocation, which is unlikely to occur.
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5. 
 "Prepare educational 
and training aids."
 

Synopsis 
 of aided self-help and case
housing study of
in Seychelles prepared for 
self-help
 

use
training programme. in the UNCHS staff
No activity with regard to' USAID project
anticipated until 
on-site 
implementation begins.
 

6. "Assist 
ir, supervision of 
construction.,,
 

Work 
 in this area 
is limited since
is only infrastructure
currently under construction. 
 However,
consultant requests to
engineers (J. the
Burrow Partners)
revised estimates of to provide final
infrastructure 
costs,
of to
the permit revision
PDP budget resulted in
of significant cost 
obtaining documentary evidence
over-runs 


The over-runs amounted 
in Phase I infrastructure work.
to about 26X of
prices. Analysis the original tender
of the reasons for
that the over-runs, showed
the primary reason was
issued that variation ordes had
very freely on been
all the 
contracts.
variation A number of
orders were these
for substantial
example, amounts of work
a $100,000 (for
storm drain), 
 some
simply been for work which
forgotten by the had
consultants when
project, planning
some due to the
physical contingencies.
 

While 
 some 
 of the over-run
allowed was due to price
under the increases
contracts,

orders the sheer volume of
issued was ample -variation
evidence that 
financial
the infrastructure control
was lacking,

was not if not n'on-existent 

of
 
solely the 
fault of This
 

during implementation, 
the consultant eng'ineers* Early
 

desirable changes 
they did inform M)H of necessary -or
 

variation 
and request permission to
orders. authorize.
However, 
MOH rarely
largely because if ever responded,
these requests were 
simply not
the. 
then acting director of TSD, 

dealt with'by
 
:Since a non-technical
the-consultants " 
 :erson.
were unable
MOH, and to obtain direction" from
since.MOH apparently had no concern
the work cost, it about how much
became standard practtice 'to simply 
 issue
variation orders for virtually.any change.
some Forexample,
time "during -.at.
water and sewerage
decided installation
that installation by the 

it was-'
 
contractors of
sewer 
 connections water
to every plot, and

including a
valve, would standpipe and
be desirable. 
 Although
$325,O00, this work cost
MOH records have about
 no reference
about carrying out to any discussion
this work, which was not
original included
scope in the
of infrastructure 
 construction.
consultants defended their decision byreferring 

The
 
note in some to a cryptic
poorly-prepared "minutes" of.a meeting long ago,
which 
they stated gave 
them authoriation 
to proceed.
 

I 
 bel ieved that it 

means was urgently necessary to
for greater provide a
financial 
control
Since over contract
it was apparent work.
that 
MOH still
about was little-concerned
the total cost of 
the work, it
least .provide seemed necessary, to
a mechanism by which at

deciding the responsibility
on the *for
issuing of variation 
orders would be 
 clear;
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further, it seemed reasonable that MOH should be the agencymaking the f i nanc ia] dec is ion, wi th assistance b>y the 
consultants. Therefore. I prepared ,a letter to the
 
consultants, which after 
considerable discussion 
the Director
 
of TSD signed and sent, instructing them tc issue no
 
variation orders. without 
the written consent MOH;
of the
 
letter. also instructed them to provide information about the
 
proposed variation order and its financial cost 
to MOH at the
 
time of requestirg permission to issue the order.
 

This mechanism may well 
slow down work, since it seems
 
unlikely that the Director of TSD will 
actually consider and
 
respond quickly to requests for variations. However, it will
 
also establish a clearer sense of 
responsibility within MOH
 
for costs and reassert MOH control 
over the consultants.
 

7. see 3 above
 

8. "Organrze bulk buying, storage, 
and distribution."
 

Procedures for this activity are outlined 
in the PDP.
 

9. "Develop and implement building materials loan 
program."
 

The building 
materials loan program procedures are 
outlined in the PDP; however, they may require revision to be 
workable, since MOH now requires that no more than 20% of a 
loan be in cash. More flexibility should be built into -the
 
loan program'so that beneficiaries have greater choice 
.over
 
the source and kind of rihaterials they wish 'to acquire.
 

A significant uncertainty at 
this point is exactly which
 
COH agency -will operate the materials store; the City

Treasurer's 
 Department ' or the Department of Community' 
Services. 

10. "Provide training.,'
 

Participated in the UNCHS/MOH staff training program

which was carried out in July. Presented discussion paper on,

aided self-help; presented case study-of self-help 
'housing
 

.program in 
the Seychelles.
 

I. "Recornend ways and means of maximizing employment." 

No activity-.
 

SUMMARY:
 

Work on a number of specific contract responsibilities

continues 
 to be limited by protocol and the wide' difference
 
between MOH policy and the purposes'of the project. 
 Most 
activity has concentrated on 
providing assistance on the 
areas of contract responsibi1 ity during review of the PDP,

thus most work has been directly with MOH staff. 
 It appears
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tha t mort o rcirect act vi t > in areas of contract respor,- Ibi I i tv 
wi I I on I> occur dur i rin impl erentat iorn. 

111. Additional Work
 

Additional work during the past quarter focused on
 
assisting th UNCHS project team with preparing for the use
 
of graduated payment mo'rtgages in the two MCIH/UNDP projects.
 
I choose to rrovide inputs into this preparation because it
 
appeared that MOH was viewing graduated payment mortgages
 
very uncritically since GPM's can be viewed as means
a for
 
putting more capital into the hands of lower-incomr- people.
 
While this is often a desirable objective, the UN-HS staff
 
and MOH were obvious> viewing GPM's as a means of enabi ing
 
people to "afford" the MOH standard four-room house. In
 
effect, "progressive development" would be replaced by

"progressive financing."
 

Of particular concern to me was the type of GPM chosen. 
It provides for a constant annual increase in payments over
 
the life of the mortgage, i.e., payments would rise every
 
year for 25 years. While this approach maximizes the arount
 
of capital which car be "afforded," (by about 30,% more than a 
l evel-payme nt mortgage), it poses a number of problems. 
First, i t makes the assumption that income wi ) 1 rise at the 
same or a greater rate (the security of the loan and the 
probable repayment default rate rest on that assumption) so
 
that beneficiaries can continue- to "afford" the loan.
 
Second, the GPM has the effect of virtually precluding any
 
future additions to the housing by automatically absorbing
 
the portion of increased future earnings which are likely 
to
 
be devoted to shelter. Third, administering such loans is
 
difficul t, for three reasons:
 

1. The monthly payment amount changes annually;
 

2. If the nominal annual interest rate of the loans is
 
variable rather than fixed, each fluctuation of the rate
 
requires that a new amortization schedule be prepared. In
 
the event of rapid rises in interest rates, the loans could
 
become non-amortizing; obviously, the lending institution's.
 
cash flow of earnings from the loan could not be predicted
 
accurately. This may affect infrastructure loans.
 

3. Admin istratively, simple interest is often difficult 
to - explain to poorly-educated beneficiaries; compound 
interest is even more difficult. It is difficult for people 
to understand why their principal balance does not decline by 
the amount of every payment they make. In the case of the 
GPM proposed b-, the LINCHS team, the principal balance would 
actually rise significantly for about 10/12 years bef+ore 
beginning to be reduced; only after 18./20 years would the 
initial principal begin to be reduced. It would seem likely 
that friction between beneficiaries, and municipal 
administration could be high when beneiciaries wishinQ to 



re- a" 1oan,a c-e red the s t I I o .E C tour e thar, threy h a 
oar i > b rpr,'-,e d, eve r, af ter rmak i no p av m e n ts for a number
 

c0 rears. Al thouQr GPMs are often criticized as difficult to
 
administer because 
 amr rtizatior, schedules.must be tailored 
for vi-rtual 1>' each bor row.er , and because paymer,ts do change, 
these problems car, be overcome techr iical 1y; it wc6ld seem 
much more difficult to overcome "consumer resistance" to the
 
mechan ics of repaymen t.
 

The major advantage of GPMs. in this. project is that it
 
provides a method for attracting some Building Society money
 
into lower-incorne housir i. 
 Ir, these specific projects, the
 
GPM used (5% constant annual increase in payments; 25 year
 
maturity.; 12..5 
 nom inal interes.t rate) enables beneficiaries
 
to receive about 30.5. more initial capital than they could
 
afford with a level-paymernt 25-year, 12.5Y mortgage. It also
 
offers a means, over a long term, for increasing the "pool" 
*of housing finance available for re-lending, since the total 
repayments made under the GPM considerably exceed the total 
repayments made under a level-payment mortgage with the same 
interest rate and maturity.
 

These advantages., however, should be examined against
 
the disadvantages. Even assuming that 
the administrative 
problems. car be overcome through trainirig, the effects of the 
GPM chosen by LINCHS/tI!OH on beneficiaries and on housing 
finance in both the publ ic and private sectors include the 
following primarily financial considerations:
 

Since payments rise ever>y year, and never "flatten-out,"
 
.disposabl e income must rise every year. by at least the 
amount
 
the payments rise. .lile 
an annual income rise of 5% seems
 
likely, obviously, if incomes do not rise at'least as fast as
 
inflation (currently 15.-17. for urban families and 30% for
 
rural families, according to GOZ), housing payments w'ill 
be
 
harder and harder to make, because families will have to
 
choose between housing and other necessities. This is a
 
likely consequence of the GPM and is of particular 
 concern
 
since the GOZ is de-subsidizing staple food prices and, in
 
the last round of waqe increases, raised wages by a dollar
 
amount equivalent only 
 to the amount of the decrease in
 
staple food subsidies. Clearly, the percentage of a

household's budget 
 used for food rose while the percentage

available to pay for shelter fell.
 

Trends of income and economic demand for shelter are
 
unpredictable. Evidence shows that in fact, 
since mar,>y poor
 
people are able 
 over a period of years to improve their
 
hcusirg, the- must be able to find the money to pay 
for it.
 
Improvements, however, are made at their 
own pace. The GPM
 
combir es with 
MOH pol icy to fix "progress.ive develcipment" 
irto a rigid pattern. MOH policy assumes that people are 
will ng to pay 257" to 27.5. of total in come for housinig: when 
GPM loans are made using that assumption to calculate the 
amount cf capital which can be borrowed, the GPM tacitly 
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loans would be ,more difficul t for borrowers. si nce loan 
balances rise for a period of >ears. before reducino, and 
security for lenders would be more hazardous for the same 
reason. 

For example, the person borrowing a GPM loan of $3,000
 
would have to pay $3,865 in 10 years to pay off the loan;
 
should he defaul t , the value of the house would have to have
 
risen to at least that amount to permit the lender to recover
 
the entire outstanding balance (i.e., recover both principal
 
and capitalized interest). On the other hand, a person
 
borrowin a level-payment mortgage of the same terms (12.5X.
 
and 25 years) would have to pay off a balance of about $2,644
 
and the house would not have had to increase at all ir, value
 
to permit the lender to recover the outstanding balance in
 
the event of default.
 

In a sen se, the GPM loan is commendable for its 
potential ability to increase the pool of housing resources. 
For example, 1 $1,000 GPM loan (12.5%, 25 years, 5Z constant 
'annual progression) earns a total of $3,345 in interest over
 
the life of the mortgage while a level-payment mortgage on
 
the same terms earns onlIy $2,291. In order for a fixed-rate
 
loan of $1 ,000 to earn as much as. the GPM, the level-payment
 
mortgage would have to carry an interest rate of about 21.52.
 
While questions would cert'ainlybe raised about the equity of
 
mobilizing such an increase in housing resources from lower
income' people, in the case of the two UNCHS projects, other
 
que'stions can also be raised. In particular, although the
 
GPM defers the increased earnings for about 20 >'ears, they do
 
eventually come to benefit the buildinci societies by
 
increasing their assets. Therefore, since the building
 
societies benefit more than they wduld if they lent to lower
income people on conventional terms at current market rates,
 
it seems only fair to insist that they assume a considerabie
 
share of- the risk, absorb some administrative and other
 
costs, and be required to use at least the increased earnings
 
for further investment in lower-income hous'ing. On the
 
whole, a simpler mechanism for attractinci building society
 
funds for lower-income housing would seem desi.rable.
 

My activity in this area during the past quarter has
 
b!en motivated by my concern about affordability in general
 
and the the proposed GPM in particular. In addition to
 
fnaking comments as set out above to LINCHS staff, 1 have
 
suggested alternatives to the GPM proposed, such as GPM's
 
which "flatten-out" after a period of years. or which have
 
less capitalized interest, and sequentially-escalating
 
mortgages. in 'm" opinion, the GPM proposed raises several
 
fundamental issues about affordabi 1 i t' and financial
 
soundness. which unless thoughtfully resolved could have
 
significant impacts on the HG Program projects.
 



IV. Issues 'o Be Resolved 

Issues to be resolved revolve pr imari ly around 
finalizinQ the Project Del iver>. Plan. Please see Section 1 
and Section 2 for details. 

Other issues requiring resolution are found in the
 
fol lowinQ section. 

V. Grant Project 613-0205
 

So far, the grant project under which my assistance has
 
been prov i ded to the MOH has. been hampered by slow de l i very 
of commodities to be provided through the cirant. 
Specifically, training equipment to be purchased by the LISAID 
Mission has not yet been ordered, although, both Richard.
 
Beardmore and I have responded as quickly as possible to 
Mission requests for information about the equipment, 
including preparing draft telexes, providing - specific 
information on equipment, and ensuring that MOH is consulted. 
This equipment would be very valuable in preparing for and 
carrying out the planned Management Training Program, but it 
now appears unlikel), to be available. Equipment procured 
local Iy b- MOH is on hand. 

A turther problem with the grant is that MOH shows 
little understanding of how the grant could be used, and 
little interest in either using what it does receive properly
 
or making proposals to use other grant funds for specialized 
technical assistance or for training. It seems unlikely that
 
the full amount of the grant will be utilized by MOH within 
the period of the grant.
 

MOH clearly views what it has received Under the grant,
 
'in terms of commodities, -as essentially for MOH use rather
 
than project use. To date, only one vehicle has been 
received, a Peugeot 504 sedan: Although Mr. Beardmore and I 
put USAID stickers. on it as soon as it arrived, it currently 
is unmarked. Keys and log book for it are kept personally by 
the Permanent Secretary, who finds it necessary to control 
use of the vehicle himself. Right now, the vehicle is only 
occasionally required for project travel and is generally 
available as required. However, most of its use is for non
project purposes. As project planning moves forward,
 
increased consultation with COH will require greater project
 
use of the vehicle. As 'implementation takes place, the
 
project's transport requirements will become greater.
 

Whi e some of this. transport requirement will be offset 
by delivery of the micro-bus and two trucks now on order, it 
is apar -r;t that MlOH wi 11 not will ingly release vehicles for 
full-time Droject use. Of particular concern to me is the 
fact that lack cf transport has. hampered my work, arid the 
evidence that MOH viev,,s the vehicles as being solely under 
its cortrol without regard to the stipulations of the grant 

i1
 



,a q"r eT .rt T ,h 1 J r E, s u,u - ; _ r f,_ tr,fn Ecn,, ,,_- : r+ o 

r c ti ion be twee the Permanert cre tar, rd m xE . ter 
cornpleting the dr a ft P_)P and revising it after MOH revieu , I 
prcoposed that, as Ilannea, I wou ld b-eQin to as.s.fst CCIH on a 
much more frequent basis, 
 probably daily, and therefore
 
requestec that the project vehicle be made a,.ailable to me on 
a more or less full -time basis, while noting that obviously I 
was completely will ing to ensure that it would be avai lable 
for other project uses. 

My memo proposirng this was reviewed by the Direc tor of 
TSD prior, to going to the Permanent Secretary. The Director 
stated that it was unlikely the Secretary would permit the 
vehicle to be made available and suggested 
 that I either 
del ete the request for transport or simply note that 
transport may be required. I pointed out that active 
consultation with COH by me had been agreed to, that I did in 
fact require transport, that the vehicle was specifically for 
the project, and that not only did I view my request as 
reasonable and proper, but that I couldn't endorse non
project use of the vehicle when it was required for project 
use. The Director then agreed to forward the memo to the 
Secretary.
 

The fcl lowinQ Friday the Secretar.y cal lea me into his 
office, together with Mr. Beardmore, the Director, and both 
Deputy Secretaries.. He was visibly angry and Stated that my 
memo accused him of mis-administering the vehicle. He was.
 
also upset, he said, 
 by another memo of mine which reviewed
 
the changes made by MOH to the original draft Project
 
Delivery Plan, which 
he viewed as too critical of MOH policy.
 
I said I failed 
to see how my memo could be construed as
 
accusing him of mis-admini=tering the vehicle (copy of the
 
memo is attached) and noted that I had in 
fact been notifying
 
him that there 
would be greater project need for transport
 
than had been the cage before MOH-approval of a draft PDP,
 
that I had offered to share the vehicle with other project
 
needs, and that 
in view of MOH's scarcity of transport, that
 
I had suggested several times previously that wie review the
 
list of vehicles to be acquired for the project with a view
 
to amendirng it to acquiring within the co'mrodi tie. budget
 
more vehicles cf greater use to MOH. 

Obviouslyy my reply and position wasc not agreeable to 
the Secretary. He stated that the vehicle 
 was government
 
property and its use government-controlled; that his use of
 
it (such as taking it home at night) was proper because he 
needed often to attend earl>' meetings cr go to the a irpor t, 
and that other senior off+iciats. did the -are thing; that mx, 
request w as. unfortunate p rimnar I>, because i t had been in 
wrriting and therefore required & recd'. He said that if the 
w.,ay the ,.eh i c le .,1 . be i n used waLs not proper (per haps_ 5.. to 
1Oi'i of its. use was -or project, pur po -es), it ,,oulId be handed 
over to Mr. Bear.dmore and I and that LISAID would ha,.c to fuel 
it. 'maintain it, license it, and insure it. as ,,as the case 
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lbpbeic~t k, i e~to'resorcecie~ more ,Oldtable spread of limitea publis -finanaP1. 
a rz tc~ nuber o-f p eop-"' .7.1 

3. In view of the ncensqs rqaqhc-j \QV ekngroup -unan.#-u.r-gy'e t.~ ow nt~- . 

that, -fcs1u.aOS11 relmie"
F, art bo h oth eh 

5 j hat a. funda'ziental '.lement 4f scesu 
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andntonjlvl;
 

=ta_#,present, z -e-vced recidential* stand isaffordable by all uan'households .earning.the
lAvgalnminimum1 
 wage, 'i~c. 0Ope onh, .* 

IV)' tat an lo.e doo1 nal: houhing -pl
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solialist nolicies of the Gov'erimehti
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the Public 'Sector InvbS'tm~ntPro '..; .:
both domestically-an donor-funded.
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REISED PEASE I PFOJECT DELIVERY FLAB 

Attached are copies of the revised draft project delivery plan.The document and my comments on it were reviewed on August 31 by theDirector (TSD), the Deputy Secretary (A and F), the Deputy Secretary(Policy), the Project Planning Advisor, and myself. We agreed thatthe document should not be further revised now, but transmitted toYFEFD and City of Harare for their comments. 

We also as-reed that a time limit be set on receiving their writtencomments. Following review of their comments, MOO can prepare thefinal document. I h&ve anticipated that two weeks will be neededto gather comments, and a further one to two weeks prepareto thefinal product. Therefore, it eipectedis that the PDP, with generalagreement to it by MOE, COE, and KFEPD, should be ready for transmitting
to USAID by the end of this month, 

I have prepared letters (attached) of transmittal to COE and MFEIPD..You will note that their letters #uform them that I am their contactin NOR for the purpose of project review. I anticipate that, as agreedsome months ago in keeping with my contract terms of reference, I willnow spend considerable time toat COE facilitate review of the PDP
and assist COB to prepare for implementation. Although I expect that
work with COB on Phase I will occupy much of my time over the next
several months, I will remain involved in planning of Phase II and,naturally, be available to for otherROB duties.
 
Since my work 
 on the project will now involve considerable travelbetween ROE and COR, probably on a daily basis, I will requiretransportation. I request 

-to on 
that the project vehicle be made availableme an essentially full-time basis. Since only one vehicle iscurrently available to MOE for project transportation, I obviously amprepared to accommodate my need for the vehicle to other project


requirement s.
 

I anticipate beginning to provide asaistance to COU, especially to theDepartment of Community Services, beginning September 6, and will liaisewith them to make arrangements. 

http:SELV-.1P

