PD-ACB-866

BUREAU FOR DEVELOPMENT
SUPPORT

QFFICE OF HOUSING
ANNUAL BUDGET SUBMISSION

FY 198!

May 2, 1979



S

BUREAU FOR DEVELOPMENT SUPORT
OFFICE OF HOUSING

ANNUAL BUDGET SUBMISSION, FY 1981

The principal work of the Office of Housing is the administration
of the Housing Guarantee (HG) Program working closely with the
Regional Bureaus. The office contains most of the shelter skills
of the Agency and also administers or backstops shelter and
related urban infrastructure activities funded with AID loans and
grants and by reimbursable development programs. By 1981, DS/H
will manage 165 HG projects amounting to approximately 1.6 billion
dollars. This includes 13 FY 81 authorizations and 35 projects
from FYs 78, 79 and 80 which will be in various stages of 4/1
implementation. At the end of FY 80 DS/H will also manage 56 DL,
DG, and ESF projects worth over 180 million dollars. The current
81 program anmticipates that an additiomal 22 DL, DG, and ESF
projects worth 16 million dollars will be added to this group.

This latter set of figures is likely to go even higher as agency
programming and priorities in-areas such as Southern Africa becomes
more clearly articulated.- .

At the end of FY 8! DS/H will have HG programs in 40 countries
and manage 32 centrally funded projects; 25 Africa Bureau DL, DC,
ESF projects; 20 Lation America. Bureau DL, DG, ESF projects;

10 Near East Bureau and 1 Asia Bureau DL, DG, ESF projects.

The rationale of the Annual Budget Submission (ABS) for Fiscal Year
1981 is described in the attached Central Program Strategy Statement
(CPSS). The basic goal of the HG program is to assist qualifying
countries develop the institutional, technolegical and financial
capacity to provide shelter and related infrastructure under
reasonable conditions with emphasis on government actions to meet
the needs of the poor.

The 1979 CPSS identifies DS/H councerns in the socio-economic

development of urban communities. It noted that most projects
financed by DS/H in recent years provide little or no "housing" as
the term is generally understood in the U.S. Rather, the upgrading

of slums and the provision of serviced sites with potable water,
electricity, community facilities and other amenities 1s the heart
of the matter. This direction has evolved largely as the result of
DS/H working in very low income communities where beneficiary
resources have been minimal. Provision of secure land tenure with
the development of community organizations and community facilities
can be just as important, or more important than the shelter

itself. Accordingly, the 1978 legislation was amended to permit

the financing of community facilities and services with HG resources,
and a multi~year project (IIPUP) was aporoved which provides limited
grant resources for these purposes.
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Additionally, the CPSS and FY 81 ABS reflect commitments to fund
activities in Cooperative Housing Development, Environmental,
Energy Conservation, and Appropriate Energy Technology Studies,
Women in Developwment and Regional Training Seminars. The
Cooperative Housing efforts would be carried out through the
Foundation for Cooperative Housing, funded by a 1979 DSB core
grant and OPG funds.

The subsequently described program is a comprehensive package
which 1is directed towards not only fulfilling program obligatiocons,
but also towards maximizing the agencies scarce grant resources
while providing an opportunity to collectively address these
series of critical human needs. py

s

DECISION PACKAGES

Implications of Minimum Level

The minimum projected level represénts a program effort of
signifiance in a group of_ countries ready to proceed to seek to
alleviate the shelter problem of Iow-income people. It is a

level designed to show, at a minimum, recognition by the United
States of the seriousness of the shelter problem demonstrated by
the commitment of resources to resolution of the problem. The
minimum level limits the number of countries into which we could
introduce or pursue policy initiatives and new program forms. To
that extent, it would reduce the possibility of improved shelter
for thousands of low-income people directly and, on the assumption
that the goals underpinning the program can be achieved and that
replicable programs can be developed, the potentially much greater
effects of the proposed program on the shelter program is
correspondingly reduced at the minimum level. At the minimum
level, one might contemplate much smaller guaranties so as to
spread the assistance arcund. This would require a substantial
lowering .of program and policy targets as leverage is reduced. It
is not a very practical way to go in any event since shelter
projects, by their nature, tend to be large in size. The grant
program proposed at this level would be subject te the same
limitations as the loan program. At this level the grant program
would allow for severly limited programming.

Implication of Current Level

This level would be slightly less than the level for FY 80. This
level forces AID to operate a program in considerable fewer
countries than there i1s demand for shelter programs. The potential
overall effect is thereby considerably limited as it makes AID
unable to respond to established demands.
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Implications of Approved Agency Planning Level

The AAPL allows DS/H to address much of the currently known HG
program demand and approximately one-third of the IIPUP and OPG
program demands; and which will began to address the demands
which requires grant resource. With regard to its grant program;
DS/H has integrated its grant programming into the workload
factors for HG programming. The implications of this are that
DS/H expects to continue to operate its grant program within

the staffing limitations require to operate the HG program.

If an Agency Middle Income County (MIC) strategy is adopted and
implemented by FY 1981, there 1s a potential for substanially
increasing HG levels above the $200 million level, and could .”
be as high as twice this amount, depending on thée MIC approach.
This possibility is not developed in this ABS, since the MIC
strategy has not. heen approved.



Office of Housing

Shelter is among the most basic of human needs. The extremely rapid
rate of urbanization in most LICs will aggravate already serious
shelter problems. LDCs which are struggling to improve shelter for
their pecple find themselves burdened with limited and scmetimes
misallocated financial resources, inadequately experienced personnel,
and misguided shelter policies. DS/H response has evolved largely as
the result of working in very low income commnities. Most projects
financed by DS/H in recent years provide little or no "housing" as  ~
the term is generally understood in the United States.- Rather, the
upgrading of slums and the provision of serviced sites with potable
water, electricity and commumity facilities and services is the heart
of the matter.

The Housing Guaranty program will rewain the Agency's principal
resource in assisting IDCs-address their sheliter needs. Shelter
assessments will continue to precede extension of gquaranties,
addressing not only shelter projects, but housing institutions,

housing finance, urban planning, and sheMer policy modifications.

In its three staged efforts to assist 1LDCs develop appcopriate urban
policy, develop functional institutions, and planning and design of
viable projects, DS/H has established close working relaticonships

with key LDC urban institutions and officials in cver 40 countries.
These relationships, through DS/H and its six regional offices, provides
the Agency the major opportunity for expanded urban activities during
the FY 81-85 pericd. During this pericd, the program could be expanded
to give greater emphasis to middle income countries, subject to a
refornulation of U.S. assistance policy toward middle income countries;
the increase in annual Housing Guaranties could be up to ancther $300
million by FY 85.

All HG programs are joint ventures with the Missicns and Regicnal Bureaus.
The planning process for shelter programs provides cpportunity to intyo-
duce new concepts of urban development and to address problems of employ-
ment, commumnity organization, envirorment and energy conservation. The
Office of Housing will continuve to solicit appropriate participation

of other DSB offices—Urban Develomment, Health, Energy, Science and
Technology—to participate in the development of HG projects.



0ffice of Housing

CPSS

Strategy Statement FY 81-85

The Problem

Shelter, along with food and clothing, is generally considered to
be a basic human need. The shelter activities of the 0ff1ce of Hous1ng
(DS/H) address this need. Shelter also ranks as 2 critical sector for
capital formation and economic growth.

In the developing nations (LDCs) hundreds of millions of desper-
ately poor people live in crowded, unsanitary and otherwise unsatis-
factory shelter. Among these pedgple ore finds the world's highest
infant mortality rates. Not having seture land tenure the people
survive from day to day with a profound sense of insecurity that breeds
destruction of the existing social and political foundations.

ihile the existing shelter problems in these LDCs are already
acute, the towns anc cities are continuing to graw at dizzying rates,
both from "matural" increases in population and from continued rural-
to-urban migration. Continued unprecedented growth of urban centers is
certain throughout our planning period and for the remainder of the
century, regard]ess of efforts in the rural sector. A failure of
deve?opment agencies to begin to address the urban probiems now, while
there is still some time to manage this predicted growth will no doubt
be regarded in future years as an example of shortsightedness.

While LDCs are increasingly giving shelter a higher priority, most
LDCs have not developed strategies that are adequate to deal with the
problem. Most existing programs are inadequate either to improve
existing inner-city slums and squatter areas that ring cities, or to
provide for the many new families that are sure to arrive. Governments
of LDCs are confronted with the physical probiem of inadequate shelter
and also find themselves burdened by misailocations of limited
financial resources, lack of institutions to finance or implement the
needed programs, limited trained personnel and experience to develop
programs, and misguided policies toward the provision of shelter.

The provision of a decent place to live, shelter anc community
facilities, is central tc the ongoing urban crisis. Combined with
employment and productivity, it is very much the heart ¢t the question.



The Program

While the general concepts and goals of the A.I1.D. shelter strategy
remain constant, the program goals will differ from country to country
in accordance with level of development and peculiarities of the local
situation. The particular strategy for an individual country should be
part of the CDSS for the resident A.I.D. Mission. However, a "typical"
scenario (if there is such a thing) can be presented based on DS/H
experience. To fully appreciate the scenario one must understand how
DS/H is organized. DS/H functions very much as if it were an operational
office in each of the four Regional Bureaus. It is reasonably accurate
to describe all Agency shelter activities as joint ventures between DS/H,
the Mission and the Regional Bureau. Technical expertise is provided by
DS/H, while policy decisions on country programs are made by the Missions
and Regions. ‘ )

To be able to effectively play this role, DS/H needs to recruit and
train the direct-hire staff; to maintain the consulting arrangements and
contracts needed to service an increasingly complex program; to develop
and maintain training capacity for LDC housing officials; to maintain its
understanding of the state of the art; and to promote a continuing
dialogue within the devaiopment community about the best approach to the
shelter sector. DS/H z1s0 needs to wor'c with FM to maintain the capacity
to administer a biliion dollar portfoiio of guaranties.

A component of DS/H strategy is to assure that these resources and
capacities are available. This will require an ongoing process of
contractor evaluation and procurement; utilization of a variety of
training facilities; publication of studies and other documents of
general interest and sponsorship and participation in selected conferences
and meetings.

A Scenario

- The LDC is experiencing rapid urbanization. In cities and urban
villages the poor are housed in shacks, shanties, and in generally
deplorable housing without water, sewerage and other services and
facilities. Historically, the shelter industry has focused on the
nation's more affluent members and neither the institutions nor policies
exist to deal with the poor. Efforts to date have mimicked colonial
standards--ending up in a few "showcase", subsidized structures which
touch only a few. The problem is growing out of control.

- The host country informs the USAID Mission of its desire for
shelter sector assistance. The Mission in turn reguests assistance from
the regional DS/H office. The initial activity undertaken is a shelter
sector assessment. The institutional constraints--e.g., lack of trained
personnel--are noted, *he initial definition of appropriate policies
stated, and key issues detailed. 1In this country the issues are

~C -
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misallocation of funds through subsidies, unrealistically high standards,
lack of demonstrated institutional commitment, lack of trained staff,
questionable site selections from an environmental viewpoint, and a
historical plan of slum eradication by tearing down existing informal
settlements near the city.

- These analyses are done jointly with LDC officials and a plan is
worked out to begin to address the problem. It is noted that one of the
great conceptual difficulties is the LDC accepting the concept of
"minimum solutions™ and reducing and/or eliminating subsidies to attempt
to create a self-sustaining housing delivery system. -

- After much discussion, it is agreed to "upgrade" the existing
informal settlements, to prepare basic sites in environmentaily sound
areas for self-help construction and to focus identified resources on
these problems. )

- AID agrees to provide a HG to finance an initial project. A key
component is the provision of three U.S. technicians--a finance
specialist, a housing specialist and an architect/engineer to work for
two years with host country counterparts to help develop an institutional
capacity to maintain and further develop shelter sector efforts.

- The initial project is crucial to begin the gradual policy
changes needed for a genuine solution of the problem. Many issues, which
were theoretical before the project began, become real. Host country
counterparts work on real problems--savings mobilization, collections and
Tand tenure questions. In the informal or squatter settlements plans are
drawn to put in basic infrastructure including potable water and sewers.
In the sites and services area, basic infrastructure is planned, lot sizes
are laid out and the social departments work to determine beneficiary
groups, work to understand and encourage community organizations and
self-help development and plan for the provision of the necessary social
services, i.e., employment generation, health, education, etc.

- At the earliest possible date, a review of national policies is
undertaken. The best format for such a review varies from country to
country, but in this case an inter-Ministerial Committee is established,
chaired by the Ministry of Planning, and including the Ministries of
Finance, Housing and Local Government. TA is provided by short-term AID
consultants who critique inputs inte the process, and help establish and
maintain a schedule. The product of this exercise is a written policy,
approved by the cabinet, which provides guidance for the next 3-year
plan.

- The regional housing officer and consultants working with the
Mission provide a variety of short term consultations to the host
country while monitoring and adjusting the project. The regional
housing officer also works to bring other international donor agencies

oy I
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into the picture. At present, only the World Bank has a program of
comparable magnitude and objectives although there are many signs of
increasing interest by other major donors (e.g., Asian Development Bank).
There also are many individual projects financed by other donors which
impact the shelter sector. 0DS/H makes a major effort to coordinate its
activities with other donors.

- Finally, DS/H in concert with the Mission perform extensive
evaluations of these initial efforts. Whenever possible these initial
evaluations are performed in concert with LDC officials. The results .”
of the evaluation are shared and discussed, and recommendations for
sharper policy and program definition are presented.

« In the case of this illustrative country, it is apparent that
the government needs to build more "core" units while continuing its
current upgrading program. The physical planning program department
seems sound, but the social services department are still undertrained.
While subsidies have been reduced, the market would allow for further
subsidy reduction and better allocation of scarce government resources.
Additionally, more TA is needed to help the Ministries of Housing and
Finance to develop a better housing finance system, a strong savings
and loan system and specialized TA to help develop the LDC Housing
Finance Bank, National Housing Authority and Community Development
Agency to initiate and manage its programs.

- As is frequently the case, the LDC reaquests additional assistance
in the shelter sector based on the analyses and Tessons learned from the
initial project.

- While our scenaric was just, that--it was based on a set of very
real experiences.

DS/H has found as the relationship between AID and the LDC grows,’
there should be increasing understanding of the situation, and increasing
mutual confidence and trust. A theoretical hierarchy of priorities would
probably start with national policy, followed by the institutional frame-
work, a set of national programs, and then specific projects. In
practice, in most countries it has been necessary to reverse these
priorities and to begin with a specific project or projects, (which
reflect some undersianding of the existing policy and institutional
situation, derived from the sector analysis), and then to proceed to
define and develop clearer institutional and national policy goals over
a period of time.

Many LDCs have not made a realistic anaiysis of the shelter sector,
and are pursuing policies of providing relatively high-standard housing
solutions as part of the national housing program. Frequently, an
analysis will show that such efforts cannot possibly be replicated in
sufficient quantity o deal with the magnituds o7 the problem which the

~Q -
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country is certain to face. Accordingly, low cost per capita solutions
are encouraged, such as slum upgrading, sites-and-services and core
housing. Obviously, we also recommend a review of subsidies in the
sector, with a general predilection towards reduction or elimination of
subsidies whenever feasible.

While the initial pursuit of lower-cost solutions and self-
sufficiency are reasonably simple concepts, there is great political
resistance, and reluctance to accept the notion that more cannot be done
for each family. Nevertheless, a consensus in favor of the minimum-cost
solutions is growing in the development community, and at the technical”
Jevel in LDCs. g

Another set of problems are considerably more compiex. An analysis
of the investment requirements will probably show that the government
budget itself is inadequate to meet the demand, and a national hcusing
finance system and structure is required. Cost recovery frequently
requires administrative capacity that is not really there without signi-
ficant change. Land ownership, prices and taxes are difficult problems
requiring country-specific solutions.

Accordingly, the DS/H strategy is to offer technical assistance in
the shelter sector to LDCs who are interested in the needs of their
lower-income families, to finance an initial round of projects that
benefit these families, and to assist the government to define more
sharply the additional steps needed in that particular situation.

To promote dialogue with LDC officials to understand these
realities is a key part of DS/H strategy. In those parts of the
developing world where the financial underpinnings are missing, DS/H has
focused its technical and capital resources on the development of
national shelter finance systems including the development savings and
loan systems and the creation and/or strengthening of regional banks.
The most notable exampies have been in Latin America, where an S&lL
system was created and regional banks such as BIAPE and CABEI now serve
as conduits to assist member nations finance their housing needs. This
strategy has been important to the DBS/H program in that it has developed
a viable model which carries nations toward self-sufficiency and it
takes advantage of the natural economic generation activities of the
housing sector.

Resources Available

The resources available to DS/H for this task include long-term
financing under the housing guaranty (HG) program and fee-income to meet
operating expenses, selected use of Agency loans and grants, an experienced
and technically gqualified staff in Washington and in regional offices over-
seas, and an experienced group of consultants and contractors. The human
resources now {(FY 78) include the Washington DS/H staff (15 professionals
and 5 secretaries) and six Regional Housing Officers with a total of 21
.S, professionals with local (FN) support staffs. There are five mission

-G -
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housing advisors. U.S. based contractor support includes three reim-
bursable-cost contracts running around $1.5 million per year plus 14 IQC
contractors who will provide something over $1 million in services in FY
79.

Under the bésic HG program, we are projecting $200 miilion for FY 81,
and an annual increase of HG authorizations of $25 million per year; rising
to $300 million in FY 85.

HG fee income is used to cover salaries and related costs (operatipg
expenses) and consultant and contractors (program expenses). Income i¢
projected to increase at approximately 10% per year from $6.8 million in
FY 81 to $10.2 million in FY 85,

In addition, grant funding for related social and economic ,services
(IIPUP) and for resident technical assistance including operating program
grants (OPGs) will be required to provide technical support for HG financed
activities. Grant funds of $4.0 million in FY 81 will increase to $8.0
million in FY 85 for these two support activities.

At equilibrium, grant funding for much of the supporting technical
assistance should be provided in Mission and Regional Bureau budgets.
However, at present, the FY 80 ABS and FY 81 CDSS simply did not include
adequate allocations. The guidance from AID/Washington did not fully
address the question, and some Missions who proposed shelter/urban activities
in FY 80 saw these projects not be approved by AID/W when overall budget
figures were cut. Accordingly, this level of grant money should be in-
cluded in the central DSB planning budget even though some of it may be
later transferred to Bureaus and Missions for implementation. These
relatively modest inputs (2 -3% of the capital assistance provided by
the HG) are necessary to properly pursue the all-important institutional
and policy goails.

In addition, DS/H needs to maintain contact with the U.S. investment
community, including the savings and loan systems, investment bankers,
commerical banks, pension funds and other institutions who act as lenders,
to assure a continuing flow of funds to the program.

Social and Economic Consideration

Most projects financed by DS/H in recent years provide little or no
"housing" as the term is generally understood in the U.S. Rather, the
upgrading of slums and the provision of serviced sites with potable water,
electricity, and community facilities & services is the heart of the
matter. This direction has evolved largely as the result of DS/H working
in very Tow income communities where beneficiary resources have been
minimal. It is well-known that provision of secure land tenure with the
development of community organizations and community facilities can be
just as important, or more important than the shelter itself.

. ’O"
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Accordingly, the 1978 legislation was amended to permit the financing of
community facilities and services with HG resources, and a multi-year
project was approved (IIPUP)} which provides limited grant resources for
these purposes.

Middle Income Countries (MICs)

HG resources are particularly relevant for MICs (Brazil, Mexico,
Turkey) with greater ability to borrow at less-concessional rates, and
strong interest in human settlement problems. A discussion paper .
proposing a $300 million a year MIC HG program is now being circulated.
Obviously, such a proposal if adopted would have an impact on DS/H
strategy from FY 81-85. It is not treated in detail in this CPSS.

Lower Income Countries (LICs) .

HGs have had more limited use in LiCs, where most donors, including
the U.S., are disposed toward grant assistance. (This is true even
through most LICs are borrowing hard currencies under considerably less
favorable terms from commercial banks and would be better off to acquire
such currencies under a HG loan.)

A recent GAO report recommended increased use of concessional Toans
and grants to reach lower-income families and LICs. The Agency's
response indicated it was now doing a variety of projects, and wanted
some experience before moving further in this direction. In fact, there
are at present a sizeable number of individual shelter projects financed
with loans and grants, principally for technical assistance.

However, the overall Agency FY 80 program, as outlined in the CP,
and the FY 81 Mission CDSS, show no disposition to utilize concessional
resources for shelter assistance to LICs. The reduction in planning
levels during the planning period effectively "shook out" the few
proposals received from Missions as was noted above for grant money for
technical assistance. Since the Missions are responding to guidance
from Washington, we have a classical chicken-and-the-egg situation.
DS/H will seek further discussion on this item, and develop it further
in next year's CDSS.

Reimbursable Development Program (RDP)

Developing countries with strong earnings {principally OPEC) have
been in the market for technical assistance in recent years, and housing
is high on their list of priorities. In the mid-to-late 70's, DS/H was
approached by several QPEC countries, and we have provided significant
RD? to Kuwait, and lesser amounts to Dubai, Bahrain, Venezuela and the
Cominican Republic. UWe have held a series of discussions with Migeria,
which are still going on.

-
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During the same period of time, DS/H Washington staff was reduced,
while field staff was not expanded as quickly as the program. As a result,
RDP business has not been actively solicited, and we have only responded
to the reguests of others.

In a sense, this is an unfortunate lost opportunity. DS/H is reasonably
certain that it has skills and experience that would be valuable to most
OPEC countries. Nevertheless, given existing personnel constraints, we
plan to present a very low profile, and to restrict our RODP activities{ko

responding to requests. -

Water Decade Initiatives

Provision of potable water is an important component of all HG
activities. However, the current AIB/l-Mission dialogue on expansion
of water activities is phrased in rural-only terms. During the
coming year, DS/H will seek ciarification, and will develop this more
fully in next year's CDSS.

—12



STAFF

DS/H proposes an analysis of staff and workload consideration by FM,
followed by a review of personnel needs jointly by DSB and the 4 Regional"”
Bureaus. ’

DS/H has serious manpower needs. The office now manages 10% of the
Agency's development assistance capital portfolio with less than 1% of
the Agency's staff. Even if one used a liberal estimate, of 50% of the-
staff involved in suppecrt activities the program level would only be 2%
of the Agency's. This would immediately justify a fivefold increase.
While such an increase is not pessible the Tollowing represents a
realistic level which DSB could support in 1ight of continued program
growth. .

Field (U.5.) - Program Level Program Level
Washington (Regional Net Percentage Net Percentage
Program (DSB Bureau Increase by Increase Over
FY Level Leiling) Ceiling) Total VYear Base Year
79 150 20 21 41 - -
80 175 24 24 48 16.67% 16.67%
81 200 25 26 51 14.29% 33.33%
82 225 25 28 53 12.50% 50.00%
83 250 26 30 56 11.11% 66.67%
34 275 26 33 58 10.00% 83.33%
85 300 26 36 62 9.09% 100.00%

DS/H has a unique Agency organization and program. Operating in over
40 countries, with & network of Regional Offices, it is the Agency's major
urban activity. While the term "shelter" describes our current activities
better than housing, neither captures the sssence of the slum and
sauatter upgrading, sites and services, community facilities and services
programs underway.

This program with its ongoing connection with LDC urban officials,
provides the major opportunity for expanded urban activities during the
FY 81-85 period.

-2



KOREA
THAILAND
PAKISTAN
PHILIPPINES
ISRAEL
LEBANON
MOROCCO
PORTUGAL
TUNISIA
CABEI
HONDURAS
GUATEMALA
COSTA RICA
EL SALVADOR
NICARAGUA
PANAMA
CHILE
COLOMBIA
ECUADOR
PERU
BOLIVIA
PARAGUAY
JAMAICA
DOMINICAN REPUBLIC
BIAPE

CDB
MAURITANIA
LIBERIA
IVORY COAST
GHANA

TOGO
NIGERIA
NIGER

SUDAN
MALAWI
KENYA
MAURITIUS
SWAZILAND
BOTSWANA
SRI LANKA
CAMEROON
SADAP COUNTRIES

TOTAL
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DS/H is severely understaffed. DS/H currently generates about

152 of the agencies development assistance with less than 17

of the agencies staff. Any reduction in staff would be felt
immediately by field Missions and the regional bureaus.

Because DS/H 1is organized to manage field programs, a reduction
in staff would result in lost capltal assistance. A 107 cut in
manpower would require at least an equivalent cut in '
programming. Field/Regions requests for support, manpower

and capital, could not be responded to on a reliable basis.

Such an occurance in '81 would require DS/H to eliminate its';
technical capacity (housing technical officer) and one housing
operations cfficer.

DS/H believes an increase in staff 1is critical to its ability

te carry out its programs. Each HG requires an equal or greater
level of effort than a comparable DL funded capital preoject,
including sector analysis, strategy, PID, PP, contract
negotiation, implementation, evaluation, and monitoring of
repayment. All AID programming procedures in Handbook 3 are
applicable teo HGs. In addition, the typical HG project

raquires a comprehensive Shelter Sector Assessment (SSA)},
country strategy paper, Serious environmental analysis, and

several more agreements than the standard project agreement.

In addition, DS/H (with FM) monitors the existing portfolio of

106 loans with $800 million outstanding, making payments to
investors, investigating delinquencies, negotiating claims, etc.
Each year, this existing portfolioc grows in a direct relationship
to the number of new projects completed. Several "old" projects ..
Senegal and Aregentina .. have required many man-months of effort,
and are not yet resolved.

DS/H must also be run like a private business insofar as income
and expenses. It must budget, allocate funds to its six Regional
Offices, secure fee Income, pay 1ts own expenses, assure proper
accounting, and perform other related activities on a joint basis
with FM.

DS/H must also do the things a "central" office does - recruit
and traln the AID staff, procure consultants and contractors,

participate in "state of the art" studiesz to keep up with the

latest development and thinking - and attempt to influence LDC
and (AID) policy.

Last, but not least, DS/H must maintain a continuing relationship

with the U.S. investment community, to assure a source of Ffunds
for the program. In a sense, this consideration affects most

-5~
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facets of the program - contracts, disbursements, ete. - it also
requires a certain amount of time devoted solely to this purpose
to meet with groups of investors, the agencies who regulate themn,
etc.

DS/H recommends that its Washington staff be increased from 20
in FY 79 to 23 in FY 80 and 25 in FY 81. We also are requesting
an increase in field staff from 24 now to 26 in FY 80 and 28 in

FY 82,

Obviously the decision on Washington staff and field staff affect
each other. 1In addition, the self-financing nature of housing
positions provides some unique features to the DS/H personnel
ceiling question. . i
Accordingly, a separate memo 1s being prepared for discussdon
with all interested parties.

iG



The Qffice of Housing has prepared a two part table i: The
Grant component can be shown as an extension of the Housing

Guarantee program and a clearer picture is presented by using

two part tables. The grant program is a non-add for
personnel - even if the grant program were zero the direct-
hire staff would be the same or greater--derived from the
HG program.,

DS/H FY 81 planning was articulated in the CPSS. For FY 81
DS/H requested four million dollars 1in grant monies to P
support 200 million dollars worth of HGs. This, is reflected
in the "SHELF" projects which represent field request for an
additional 2.575 million (bringing the Total Grant request
to 4 million 1in FY 81). K

The AAPL for HGs in FY 81 is 200 million.

-
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