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UNITEI STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY . 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 
WASHINGTON. D.C. 20523
 

ASSISTANT
 
ADMINISTRATOR
 

GUARANTY AUTHORIZATION
 

PROJECT NO. 493-HG-003(b)
 

PROVIDED FROM: ,I','ousing Guaranty Authority
 

FOR : Kingdom of Thailand
 

Pursuant to the authority vested in the Assistant Administrator, Bureau for
 
Asia, by the Foreign Assistance Act of 1961, as amended (FAA),.and'the
 
delegations of authority issued thereunder, I hereby authorize the'issuance to
 
eligible U.S. investors (Investors) acceptable to A.I.D. of guaranties
 
pursuant to Section 222 of the FAA of not to exceed Twenty-Five Million United
 
States Dollars ($25,000,000) in face amount. The guaranties shall,assure
 
against losses (of not to exceed one hundred percent (100%) of loan investment
 
and interest) with respect to loans, including any refinancings thereof, made
 
to finance housing projects in the Kingdom of Thailand (Borrower)., This
 
guaranty will assist in financing the low income housing program of the
 
National Housing Authority of Thailand (NHA). This is part of an intended
 
multi-year housing guaranty program involving $50 million of which $15 million
 
has already been authorized. The remaining amounts are subject to'subsequent
 
authorization by A.I.D. and the mutual agreement of the parties. The
 
sub-projects receiving the guarantied loans will emphasize slum upgrading and
 
core 	housing solutions, affordable by below median income families.
 

These guaranties shall be subject to the following terms and conditions:
 

1. 	Term of Guaranty: The loans may extend for a period of up
 
to '.hirty years (30) from the date of disbursement and may
 
include such terms and conditions as shall be acceptable.
 
to A.I.D. The guaranties of the loans shall extend for a
 
period beginning with the first disbursements of the loans
 
and shall continue until such time as the investor has
 
been paid in full pursuant to the terms of the loans.
 

2. 	 Interest Rate: The rate or rates of interest payable to
 
the Investor pursuant to the loans shall not exceed that
 
prescribed pursuant to Section 223(f) of the FAA and shall
 
be consistent with rates of interest generally available
 
for similar types of loans made in the long term U.S.
 
capital markets.
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3. 	 Government of Thailand Guaranty: The Kingdom of Thailand
 
shall provide for a full faith and credit guaranty to
 
indemnify A.I.D. against all losses arising by virtue of
 
A.I.D.'s guaranty to the Investor 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 percent.(1/2%) per annum of
 
the outstanding guarantied amount of the loans plus a
 
fixed amount equal to one percent (1%) of the amount of
 
the loans authorized or any part thereof, to be paid as
 
A.I.D. may determine upon disbursement of the loans.
 

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

Charles W. Greenleaf,r.
 
Bureau for Asia
 

,Clearances: 

PRE/H:PVitale 
HKaufman RK, 

RHUDOiAsia:PMGaryGC/H:MGKitay /VL-___ 

GC/ASIA:STisaASIA/PD:RBloomt 

RPratt-
.. 
1. 

FM/LMD:HShropshi 
G 

GC/H:MGWNtay:gjg 5/29/84 Ext: 23541#13'54P 



T. SUM1M' OF THE PRO3ECr M 4M0N1X14 

A. The Argument 

The initial project paper for the Iow Income Housing Policy and
 

Program Asistance Project (HG' 003) was completed in 1979. At that time
 
a t50 million HG program was approved in principle and W million for
 
-the first ihase of the project was authorized along with t250,O00 in 
grant funds (I IJP) for technical assistance. All of the grant funds ar 

10 million of the HG funds have been disbursed. Proposed here is an 

to the 1979 PP which will, if approved, provide a 425 millioninendment 
.HG authorization for Phase II of HG 003. 

HG 003 is part of a t369 million, multir:donor effort to siprt. 
the National Ibusing Authority (NHA) in the development and
 
inplementation of its 1979-84 and 1984-86 Development Programs. The
 
Asian Development Bank (ADB) has authorized 20 million. out of a
 
proposed t55 million in loans, and IBRD has authorized $27 millcax, out
 
of a proposed 79 million in loans, to support NHA's programs. Both
 
institutions are in the process of authorizing subsequent tranches.
 

The HG program of $50 million approved in 1979 fits into NEIAs 
as1979-86 core houses/sites and services and slum upgrading programs 


folows:
 
Miflion 

Total program costs $368.6 

HG eligible costs 200.4 

7btal HG Loans approved bW AID 50.0 

15.0Authorized to date 

11quested authorization 25.0 

10.0Balance 

NHA has general public sector responsibility in 'ailand for 
financing and developing low-cost housing. It was created in 1973 by the 

Thai Goverxment (R).consolidation of several agencies of the Royal 
Its current Development Program includes sites-ard-services and core
 
housing projects for households with a range of inccmes. and slum
 
upgrading. Other NHA activities, not supported by HG funds, include
 
housing development at the request of other RUG agencies and,
 
prospectively, the development of middle-incorne housing and commexcial1
 
p-ojects, the profits from which would be used to support other NHA
 
activities. Development for other agencies is done on demand;
 

for about 12% of NMmiddle-income and commercial activities will account 

expenditures.
 



Virtually all building materials used in low-cost housing 
construction are produced in Thailand. Therefore, program costs are not 
intrIunced signficantly by internatio6al .price factors except for the 
costs of imported oil used in production and distribution of building 
material s. 

NHA provides land for small markets and builds commercial 
centers in its larger projects on a for-profit basis. The larger new 
towns includ& industrial estates to provide employment opportunities and 

.a development profit to cross-subsidize low-income housing. 

Upon the completion of construction of each housing project, NHA 
determines the sales prices of the houses..or plots) based -on the actual 
total costs. Cross. subsidies from the co n.ercial, industrial and more 
expensive houses to' the low-cost houses are factored in. Although 
project delays have 'caused house prices to be higher than originally 
projected, household incomes have also increased. hus, the housing 
units have continued to be affordable by the original target groups. 

It is NHA policy to provide a range of house types at various
 
prices In order to create economically integrated communities.
 
Increasingly, serviced plots are being provided without core houses
 
(priced from $2,000 to $10,000 depending on size and location). Small
 
expandable semi-finished houses (e.g. 20-35 square meters on. 80 square
 
meter plots) cost $2;500 - $3;000 including land and services. Larger
 
houses, still affordable by households below the median income, average
 
35-40 s uare. meters on sites of-120-160square meters and cost S5,000 to
 
$7;500. 

B-. Sources of Capital 

Projects"in the 1979-84 program all are being partially funded 
by HG nesources. IBRD is co-funding with AID the five regional projects, 
slum upgrading and the Lad Krabang new town. ADB is co-funding with AID 
the Bang Plee new town. (See Table 1, p. 7) 

The RTG allocations to the NHA are for 10CAP of the costs of slum 
upgradihg proJects and lM of project costs for major infrastructure 
(typically, the off-site "costs).* Grants were 16Z of total resources for 
the 1979-84.program and are expected to be 130 of the 1984-86 program. 

Foreign loans were 72% of 1979-84 sources but.will constitute
 
only 421 of the new program. Conversely, other revenues (mostly NHA
 
generated income and domestic loans) have increased from 138 to 45%.
 

The approved $50 million itnHG loans will account for 25, of the 
1979-84 program resources and 9%of the ,984-86 program resources. Forty 
million dollars of'.the approved $50 million remaini:to be borrowed by 
,fa: $5 million previously authorized; $25 million proposed here for 



II. COST ESTDWATES AND FINANCIAL PLAN r 

A. Costs 

In its pr-incipal programs, NHA exercises all of the functions of 
a. developer. Like all residentlal developers, when ,,HA staff esti-Omaes 

they must take ihto account the expenses of acquiring and.project costs,
preparing the site, indluding fill and on and off-site improvements. the 
cd't of constructing the improvements,.*including labor and materials, 
carrying charges for constructioi "oans,. overhead (administration and 
supervision) and contingencies. Although all. construction inputs are 
liine sensitive, overhead and construction loan interest charges increase 
4 'direct proporti onto elapsed development time. Other costs var .. 
accordin.g to location and other peculiarities of the project site. A few 
general observations, however, may. serve to establish'a cost context. 

Land costs average 100,000 baht per rai ($4,350 per acre) in 
regional cities and double this amount at the urban fringe of Bangkok. 
Typically these sites require .one- or two meters of fill 'o bring them 
above flood level, at a cost of 80-100,000 baht per'rai ($3.480 
$4,350), depending on availability of fill material. Aside from slum 
upgrading, where land costs are generally unimportant; WM projects are 
located almost exclusively, on .the urban fringe of Bangok or in regional 
ci-ties. Although this reduces per unit unimproved site costs-" 
infrastructure. expenses and the cost of constructing schools and other 
facilities may be greater, particularly where there is no adjacent 
deyelop nt... .Such .units may also be located a good distance from 
employent opportunities, creating consequent burdens on tr.ansportation 
facilities and on NHA's client. Realistic site selection criteria have 
not.been a sufficient priority to NHA. 

Overhead for administration and supervision averages 10 of 
construction costs. Interest during construction is a substantial cost 
considering that NHA pays 150 and more for short-term financing. This 
.cbst is effectively increased by the fact that all units in a project 
remain vacant until the entire project is ready for occupancy. Thus, the 
phasing of construction which allows most developers to reduce their
 
construction borrowing by using early project income to finance late
 
project construction costs, or to pay off early borrowing, is not used by
 
NHA. The effect of this practice on construction period interest is 
magnified by other inefficiencies in NHA's construction management 
process which extend the construction period. For example, a delay of 
six months in the occupancy of a $5,000 unit (or serviced site) might 
cost NHA as much as $450 in additi'onal interest and perhaps an equal 
amount in attributable overhead. 

Most technical assistance to NHA is grant-funded and is not
 
included In the costs of individual housing project's. Exceptions are
 

for the Bang.,
such things as special engineering (e.g. designing the dikes 


Plee new town) and marketing of industrial estates.
 

1 



be encouraged to participate in training programs and con=nunity 

orga.nizatio.n Bctivities sponsored.by WHA or arranged by NHA with 
thus, project
established institutions.providing such services. 

become artively involved in the improvement andbeneficiaries will 
of their housing an'd communities.maintenance 

of slums to be upgraded are encouraged by NHA to
Residents 
"of'anize themselves and actively participate in the planning,
 

Also, they

im~lementatibn and 	continuing mahadement of their community. 


improve their housesi Skill and business training
are.encouraged to 

to them as well. Like their counterparts in sites 
programs are offered 
ahb :services projects, slum occupants will have opportunities to u .rade 

not just their.housing.
t.heir overall quality of life, 

'E. RHUDD Resvonsibilties; 

Under the policy framework of USAID/Thailand, the Office of 
and Urban Programs, through its Asia.regional office RIUDO)Housing 

located in Bangkok, will continue to have primary responsibility 
for 

facilitating the HG loan process('(monitoring and evaluating
 
as providing technical assistance and training).
implementation, as 	well 


RHUDO also will continue to coordinate with.the IBRD and 
ADB missions to
 

Bangkok and RTG officials. 

continue to monitor 	the quarterly progress reports of
RHUDD will 

other donors on a regular basis, update important studiesNHA, meet with 
in Thailand
'bfifcome and affordability such as "Housing affordability 


the Deemar Household Income Surveys. AID will use the

Cities" 'and 
regular monitoring 	 procedures of the RHUDO/Asia and the Office of Housing 

budget, and. management by objective reviews.strategy, program, 

http:sponsored.by


The RTG C&blnet has approved NHA's development program. Cabinet
 
approval also is required for each project. NHA submits project 
proposals concurrently to the Ministry of Interior and Ministry of 
Finance and, subsequently, the National Social and Economic Development 
Board (NE DB) before final approval by the Cabinet. 

Of.course, NHA will continue to remain at the center of the 
public shelter sector.' As in th-first tranche, NHA will be the borrower 

record f6r the second tranche. NH.,? will plan the housing projects;
 
acquire the land; contract contruction,'to private contractors; supervise
 
construction; arrange for other state enterprises, ministries and local
 
governments to provide offsite infrastructure and community facilit4es;
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miaket, the project elements; select beneficiaries; provide on-going"
eitate maragement.serrices; make hire-purchase 

loans; make building
 
material. loans; collect monthly hire-purchase payments; assist projct 

occupants in starting a cornmunity organization; and arrange for social 
and ect imic services to residents.. In sum, NHA is responsible for 
develop.,,.,nt, financing, marketing, and project management. IHHA also has 
a staff responsible'for evaluations of its programs and projects 2/. 

D. Beneficiaries of the 'Proposed Project 

Esimates of the number of households and persons directly 
benefitting from NHA's 1979-82 and 1984-86 development programs are shown 
In Table 4. 

TABLE 4 

Persons 

Sites and Services/Core Houses Households (HR-3x .5) 

'Bangkok 34,535 189,942 

Regional Cities 7,686 42,273 

Sub Total 42,221 232,215 

Slum Upgrading 

Bangkok 46,314 254,727 

Tftil 88,535 4869942 

Of these nearly 90,000 households and 500,000 persons expected 
to benefit from NHA's program, more-than 850 will be lower-income, 
including at least 751 of those occupying core houses and nearly I00% of 
those in upgraded slum areas. That-is, lower-income beneficiaries will 
comprise approximately 70,000 households and nearly 400,OD0 persons. 



TABLE 3
 

Shelter Outputs of. 1984-86,Program 

Sites and .Serlices/Core Houses Sites Units" 

Bangkok 12 25,50 

Regional.. Clties* __ 4iS0s 

Sub Total 27 30,000 

Slu.m Upgrading 48 ODD 

Although these shelter outputs are tentral to the program from. 
importance thatAID's perspective, it is of considerable 'additional 

actors other than NHA and program approaches other than those 
traditionally relied upon by NHA be used in the new program. For 
example, the Government Housing Bank (GHB) will provide mortgage 

of the-Bangkok area sites and services/corefinancing for at least one 
houses projects on a demonstration basis. Eventually, it is planned that 
GHB will assume responsibilities for long-term financing of allINHA sites 
and. services projects. Thus, although GHB's early role is small, it *ill 
become increasingly important. 

in theBeneficiaries will begin to be actively involved with RHA 
low-cost housihg de'livery process as a consequence of the mutual help 
hobsing cooperative project. Represendatives of the private sector and 

,HHA will increase their interaction in-the joint venture projects. 

NHA also will, on-lend funds to the Credit Union League of 
but successful home improvementThailand (CULT) to expand CULT's small 

loan revolving fund. .. Since HNHA also has an agreement, with CULT to 
ekperiment with credit union management of a sites and ser.vices project. 
this loan will strengthen the relationship between these two 
-organizations. 

Finally, there is a subcommittee of NESDB on housing policy 
which is concerned with promulgating(also c6alled the Housinq.Ccuncil), 

the recently adopted National Housing Policy. Although it is not 
involved directly in the NHA project approval process, it does have an 
oversight function and its influence with the Cabinet Is substantial 
since the Prime Minister chairs NESDB. 

cities sites included in the 1984-86*In addition to the 15 regional 
sites have been identified for development ofprogram, three additional 

mnr than 1 .0D. units. 



Tese inputs will yield, over the two program periods. upgraded 
.cr.cdsIn .htch 46,000 households wl. reside, new shelter for 

.2,3,0 houseicds, of wKich 29,000 (72) wi,1 be low-inceme, and adoption 
y each i.iportanc pu.ltc Institution in the shelter sector of an acton 

plan for implementing the ,ational Housing Policy. Tables 2 and 3 
display the shelter-outputs for.the 1979-84 and 1984-86 Programs
respectively, 

TABLE 2 
2ielter OapUpts oT iv79-84 Program 

Percent of, 

Himber of lumber of I(U H1 Affordable 

Pr-cj .ct. Housing Units 1/ Affordable by Poor 2/ by Poor 

Sites and Services
 

Bangkok 11ew Towns
 

Bang P1 ee (Phase I), 5,205 4,762 91: 
Lard Krabang (Phase 1) 3,830 ,2,960 77 

Sub .Total 9,035 7,722 85
 

Regional Cities
 

Chitangmai. 949 669 70
 
Songhl a 581 553 95
 
Khon Kaen 578 474 82
 

415 75
Nakhon Sawan 557 

Chantaburi 420 81
 

79,Sub Total : 3,126 2531 

Total Sites and ,,2 10.23.8 
O,253.
Services 1 2 11 

Bangkok Slum
panoinS 28,314 28,314 10M
 

l/ As of April 1984, Chiang Hal and Songkhla projects have been 
completed Ja total of 1,530 uqits); Lad Krabang is to be completed in 
May (3,830 units) and Bang Plee is scheduled for completion late-in 
1984 (5,205 units); the other three projects are to be completed in 
1985. 

2/ Households below the hiedtan ir.come in 1983. The median was 6,500 
baht in Bangok and 5,000 baht in regional cities. 



'abl e I
 

SOU4CES OF CAPITAL FOR I.A SLUM LUPMP-!M!G 
.... AND S1-i S.5 UNs C-. 1C E' .-°"°c.,.,; 

Si':. ii on s ) 

1979-84 1984-86 

Su rce Pro rram Pro.m Tt0+-bl 

14AID/HG 1/ 25 ?5 

R7 27. 52 21 

1A1DS139~ 

RTG 16 35 S 14 

OThER 13 121 134 36 

TOTAL 101 268 369 1OO 

IBRD Is planning a $60 million loan to Thailand as the third 
continuation of their shelter project. Narly all of this loan will flow 
to NHA to co-finance with AID approximately one-half of the projects fm 
the RTG/NHA 1984-86 program. 

ADB is preparing a 35-40 million loan to co-finance with AID 
the .reglonal cities projects, which are not co-funded by 1BRD, and three 
of the 1l.Bangkok area sites and services projects. ADB's funding is 
tied to foreign exchange costs, 

In addiiion to these capital inputs, technical assistance will 
be provided by the World Bank, the Government of Switzerland (Through 
ADB) and AID. AID will provide staff and consultant services fur the 
refinement of the RTG National Hbusing Policy. Staff will primarily be 
concerned with helping RTG to more clearly articulate institutional 
actions required to implement the policy, while consultants will be used 
to provide technical studies and assessments. AID staff will 

onparticu.larly press the dialogue the appropriate roles o-F RTG and 
private sector institutions - especially in the areas of financing and 
coordination. AID will also provide consultants to assist the RTG in the 
design and planning of its special public/private and public/coop 
demonstration projects. Finally, AID will assist the GO in the 
development of a program which will allow GHB to wholesale funds to other 
financial institutions and, therefore, to extend the availability of 
mortgage funds for low-cost housing finance. 

The Swiss. Government is making a $500,000 .grant to RHA to be 
administered by ADB for technical assistance regarding project management 
(mostly construction management) and land managerent (em.hasis on land 

of tne key problem areas a: ',HA affectingacquisition). These are two 
the pace of housing delivery. RHUDO has had irput into the terMs of 

reference for the consultants and will work with them and ADB. 
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() to increase the availability of safe and sanitary shelte=r 
affordable-by lcw-1nccme families in Bangok and in regsonal cities and 
build the capacity of regional cities "to absorb re-icn=a ruigaticn; an 

(2) to improve and raticnallze the Imp "-n'-"of the 
approved National Housing Policy, especially the objectv of 
mobilizatio6 of resources for financing shelter needs. 

The funds proposed for authorfzation here vifl be used to 
complete the slum upgrading and sites and services orojects of thelP79-8.4 program and to support similar projects in the 1284-86 pro. 
,zraddition HG funds will be used for one or two demons--ation pro. t. 
0.. 'ich will employ Oriilte sector developers to perform so-e of the 
functions now performed by NHA. ,ssistanle to a mutual help cooperati've
housing project is also an H-ellilcle element of the new ?rorium. 

The initial authorization for the $50 milli~on HG program
contemplated by the'1979 PP (HG 003) was for $15 million. Of that, $10 
million has been borrowed. The remaining $5 million and a portion of t.e 
HG funds requested in this Project Memorandum will be used to ccmplete
the 1979-84 Program. The balance of the second tranche will be expended 
on projects included in the 1984-86 Program. Successful disbursement of 
the initial $15 million authorization and this 25 million request will. 
leave $10 million of the $50 million unauthorized. That amount will be 
recommended for authorization at a later date if NHA sufficiently
improves its implementation performance. 

TabTe 1 shows the capital inputs for NHA's 1979-84 and 1984-86 
slum upgrading and sites and services programs. Fifty percent of the 
1979-86 capital requirements come from donor financing. During the first 
phase of the NHA program, 72 came from donor sources, while 42% of the 
second phase 1984-86 NHA program will be financed from foreign loans. 
NHA's other scheduled sources of capital include earnings and domestic 
lban s. 

Appr.oximately 50, of the UHA budget which does not cone frou the 
World Bank, ADB or AID, comes from the Government budget as noted in 
Table 1; project funds $2-2.5 million dollars per month in the form of 
rent payments, hire-purchase installments and estate management receipts,
the sale of commercial pr6perties and loans from commercial banks. The 
proceeds from the sale of commercial properties have been small to date 
but recently increased commercial development activities will produce
significant earnings in the near future. 

Another new source of funds Is also imminent. Until recently, 
RTG regulations have restricted the amount of their assets that insurance 
companies could invest outside of certain stipulated "safe" havens to 20 
percent. A recent change in those regulations will.perit that limit to 
be exceeded if such additional funds are invested in housing. IH.-. hcpes 
to obtain such capital at terms and in amounts which remain to be 
speci fled. 
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A National Hbusing Council' has been established, as a 
subconmittee Of the National Economic.and Social Development Board 
(:JIU.DB), to foster the implementation of the Ntlional Ibusing Policy ad 
Housing Finance Study recor~mendations. 

The RTG Cabinet has apprbved NHA's 1984-86 Development Plan. 

4HA and the RTG have systematically reduced subsidies from 
,pore than 50% of the costs of its mi d-1970's projects to full cost 
.re-covery except for "majoroff-slte infrastructure init projected
1984-B6 sites and services program. 

SI 4m upgrading"has'increased from 4,000 family 
beneficiaries per ,e-ar to 6,000. M'bre cists'.are being recovered through 
user fBes, I and r:a , -,d taxes, as was proposed in the 1979 PP. 

The Government fbusing Bank (GI-) has acrieed with NHA toIprovide mortgage financinq for NHA houses on a selected projects
 
demonstration basi s.
 

The NHA has improved its site analysis and design capacity 
by installing a micro-computer-based system derived from the Bertaud 
Model, a computerized system designed to assist program planners to 
analyze alternative site designs, to reduce costs, and to improve program 
efficiency.
 

The NHA has been reorganized to improve its pertormance. A 
permanent land acquisition staff has been created, and a Hbusing Center 
has been established for training-and research.. 

;n spite of these substantial achievements, particularly in the 
development of national housing policy and program design, HHA's progress 
i.n. the implementation of the projects outlined in its development program 
has been less than satisfactory. To some extent, this has resulted from 
programnatic shifts, but problems in NhHA's land acquisition, contract 
tendering and other implementation and administrative processes have also 
been i*mportant. Some tf.these problems have been corrected, e.g.,
 
international tendering procedures required by IBRD and ADB are now in
 
place, but not without i considerable amount of time and effort on the
 
part of NHA and its donors. Major improvements are still required. (See
 
Annex J)
 

C. Desription of the Proposed Project 

HG 003 is part of a $369 million multi-donor effort to support
 
the NHA in the development and implemientation of its 1979-84 and 1984-85
 
Development Programs. The Asian Development Bank (ADB) has authorized
 
$20 million, out of a proposed S55 million in loans and IBRD has
 
authorized $27 million, out of a proposed $79 million in loans, to
 
support IIHA's programs. Both institutions are in the process of
 
authorizing subsequent tranches.
 

The goal of this program, :put most broadly, is to improve the
 
shblter and Environmental conditions which affect the urban poor. More
 
particularly, the purposes of this project are;
 



estimated that one-half of slyp households lack piped water. .Others have 
to ,purchase water at prices greatly in exces; of the normal rate.: Heal tsh 
conditions are considered poor. 

Most.slums are in low-lying districts which are affected by 
seasonal flooding. Parts of s6me are continuously flooded. Adjacent 
canals, whi.ch are highly contaminated, are used for bathing, laundry and 
4aste disposal. The King Petch surve, of a major slum area indicated 
44. of the families hid a sick member during the month prior to the 
survey. While the data are far from conclusive, the general sanitary
zhdi.tions in these high density communities do suoest an environment in 

heed .of upgrading for public health reasons.' 

mboth public and private land is. 
:ccuring at an increasing rate. Moreover, there are fewer and fewer 
ali :erna ive locations available as existing slum areas become more 
congested. .. ,s problem is seasonally aggravated by migration from 
aricultural aras*during that part of the year when farm labor is not in 
demand. Seasonal migration to Bangkok is estimated at 10Z. of its 
.Do-ulation, roughly 500,0O0 people. A large share of the migrants find 
,.ousing in slums, usually -with friends or relatives. 

Eviction, of slum dwellers fro 1

B. Progress to Date
 

In 1979, when the original Project Paper was approved, the NHA 
approach to meeting Thailand's shelter needs was largely confined to 
constructing and deeply subsidizing (in excess of 50% in st me programs) 
fully-serviced, completed dwel.ling units. The expense of these programs 
limited their benefits to relatively small numbers of households. By the 
time the AID-NHA Implementation Agreement had been sioned in 198D. NHA, 
at the urging of AID and other donors, agreed to shift its emphasis 
towards low-cost core units and serviced sites and to focus 
geographically on regional cities. In Bangkok, slum upgrading became the 
primary program. AID assistance has been provided on a program basis. 
NHA's 1979-84 program, to which AID, the World Bank and ADB contributed 
along with domestic sources, has used HG resources for slum upgrading and 
sites-and-services programs. The 1979-84 sites and services program 
comprised seven projects with a total of 12,221 units. The 77 slum 
upgrading projects are benefiting 28,314 families. 

AID also provided $250,000 in technical assistance ftunds 
including support for a resident advisor. AID participation in the 
1979-84 program was fundamental to the following particular achievements: 

- The RTG has adopted a National Housing Policy which ii in
 
accord with AID policy recoendations.
 

- A National Housing Finance Study was..completed in 1982 and 
many of its recommendations are being implemented or are under active 
consi cerati on. 



This Program Memorandum amends and supplements the Project Paper 
the extent this Program Memorandum isdatd ,arch 6, 1979. Toinconsistent with the Project Paper, the Program Memorandum shall be 

deemed to be controlling. 

B. Recommendation 

the secondIt is recomended that:$25 million be authorized as 
tr'anche of the $50 million Thailand Jbusing Guaranty Program approved In 
1979. NIHAwill continue to use the Ioan proceeds to finance its 

lo-,i-income shelter programs. 
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Need for the Project
A. 

shelter netds in Thailand are to upgrade
The most serious 

and to proyide new low-cost housing, 
-xisting slums in Banakok 

*These needs are the consequence of 
particularly in developing cities. 

attempts by the RT to 
more receptlY,

rapid "itmigratorr to Bangkok and, 
secondary cities.from Bangkok and towards 

disperse population growth away 

of Thailand in 1984'is approximazely =0 million
Thne population 

The urban populationper annum.

and jis';'ncreasing at approximately 1.0S 

6.. Bang-ok has a
40 from aboutto about 

grow_ .ate has now declined forty times laiger than-;and' s 
populat on of approximately. flve million " 

,,re'than'h f of Thailand's. urban 
t , Chiengmai..he next*Iar-est c 

in BangkOk. urIz.ation is.increasing i n Thailand 
pooula.ion lives is now only 200. of the 
aithough the population of all municipal areas 


total pcpJi ation.
 

primary social and economic changes which account for this 
The 

(.1) 'apid ecOncfl,,c develcpent in urban. 
increased urbanization incluoe: 

rural areas; (2) a.sh"ft away frcm self-employ 'nhet in
 
rather than gricuizure; and (3)
 
agriculture into salaried empioY]nent outside of 

These changes have stimulated both urban 
demand for education.expanding services and housing

for increased urban 
growth and the need 

require *sheltereachyear in 
.Approximately 30,000 new households 

be. required during the 
more housing units will 

Bankok. At.least 150,000 fewer than 50,000 units 
public sector has developed

next five years." The 
5 years. The mtjority of .these units are in 

during the most recent (below the urban 
About one-half have been-built for low-income 

Bangkok. 

median) households. .Currently some 

14;000 units are being developed in
 

Bangkok and secondary cities by 
the National Housing Authority 

(NHA);
 

Another 30,000 sites and
 
approximately 8,000 are low income 

units. 


services/core houses are planned 
as part of NHA's 19B4-86 development'
 

progrm.
 
in Bangkok housing 600,000


slum communitiesThere were 420 
in 19B2 by the Banctok 

to a survey conductedpeople according al so 200 slums located on 
and WHA. There were 

Metropolitan Authority One recent study
rail'road areas and along highways.

canals (klongs), l..Z million. 
that the slum population is now approximately

estimates no doubt -that 
source to source, there is

greatly fromWhile data vary 
a large amount of affordable housing fe-ithe 

these comnunities provide 

low-income- urban population.
 

in the world are
 as elsewhereSlum co, unities in Bangkok 
by (1).high density, (2)poorly 

built or deterioriated
 
characterized 
dwellings, (3)lack of drainage 

and/or sewerage syste.ms, (4) inadequate
 

light and poor ventilation, (5)poor environmental conditions, i.e., 
InBangkc% it i esw'ated that 80% 

of
 
garbage, swamp areas and disease. is 
the slum areas do not have 

lights on their roads .or'walkways. 
It 
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Since the approval of the 1979 Project Paper; considerable 
;progpess has been made in the development of shelter policy and the 
design of-programs. When the original PP was written in 1979, NRA's
 
program included plans for the production of highly subsidized rental
 
apartments.' By the time the AID-IJHA Implementation Agreement was signed
 
in 19BD, WHA's j lanned program .through 1982 had been altered
 
considerably, to a large extent in conformity with the objectives of AID
 
and other donors to emphasize pioducti.on of low-cost core units and
 

cities. This contrasts with the highly
serviced sites in regional 

subsidized rental housing located orimarily in Bangkok which had been
 
NHA's previous focus.
 

In addition, NHA has been instrumental in the est~blishmeIit by 
the RTG of a Nation.al.-Housing Council (1.982), adoption. of a Nationai"
 
Housing Policy (1983), -and completion of-a Housing Finance Study (1982).
 

Although these policy and program design efforts have provided 
the basis for a useful shelter strategy, NHA has had difficulty in
 
implementing the program components of its strategy at an acceptable
 
level of efficiency. This is. in-spite of the fact that NRA has a number 
of highly competent managers whohave benefitted from a variety of 

technical assistance provi.ded by AID and other donors. One reason for 

this continuing problem is that NHA has been unable to reduce its staff 
to a size connensurate with its responsibilities or to effectively manage 
them, as a consequence of employee union intransigence. A second reason 
is -that donor-provided consultants have tended to make IA

consul tant-dependant rather than enhancing their -self-reliance. Because 
NHA has.virtually exclusive responsibility for. all aspects of public 

sector housing programs in Thailand, -hese failings have widespread 

effects. 

As a consequence, the'AID*strategy underlying the authorization 

proposed here is to encourage greater self-reliance on the part of NHA 
and to reduce the breadth of their responsibil.ities by encouraging the 

transfer of certain functions to other public sector instit-utions and to 

private developers. By transferring, for example, financing functions to 

the.Government Housing Bank and by demonstrating the production roles 

.that could be played by private sector actors under turnkey or other 
believed t.at WHA can become more manageable.contracts with WHA, it is 

AID will also continue to refine its support for the shelter policy 
Thtse activities do not require substantial grantdevelopment process. 

three year period), but do entailfunding (approximately $150,ODO over a 
different institutions and orgnizations..working with a number of 

is that these activities be incrementally fundedTherefore it proposed 
out of PRE/H central funds as agreements are reached with the various 

actors.
 

Other donor assistance, notably a S500,000 Swiss program, will 

be used to assistNHA in tightening its control o'er implementation. To 
and to maintain the positive relationship whichsupport these efforts, 

an additional.HG authorization is
has developed between AID and.NHA, 
proposed here.
 

http:additional.HG
http:pioducti.on


B. Relation to AM Policy Cbjectives 

Thi s-Program supportg five majbr AID policy objectives: 

institutional develcpment, promodon of private sector 
transferinitiatives, progressive shelter policy dialcguge, 

of technology and participation of wnen in develcpent 
programs. Ech objective is discussed in detail in til 
program meorandum si ri zed below. 

In the area bf j tiutional develcoment, AID has placed a naj= 

.bm asis on imroging and stengthening the IMA. Technical assistance is 

being provided by both AID and other donors to increase the efficien of 
aNHA in project implementation. AID has also promoted policy dialcgue 

regarding the clarification of institutional roles within the shelter 

sector to implement the progressive housing policy.. 7he institutic 

involved in the policy dialogue include not only NHA but also the 
Gcvernment ibusing Bank, the Provincial Water Aathority and other private 

sector institutions. 
The project identifies several new initiatives to increase private. 

sector involvement in the provision of low-cost housing and to foster 

joint public-private sector housing ventures. Daring the irlementatIon, 
IRaA will examine alternative cost and design criteria to test the 

low-cost affordabilityfeasibility of various models in meeting 
standards. If successful, this new private sector approach shoLld 

erurage replication of these low-cost housing initiative-
With regard to transfer of technology, AID has introduced new de-j;cn 

cost core houses and sites and servicesai d construction criteria for low 
AID suported technical assistance has resultedprojects. Within NRA, 

costing and zo-nitoring of 
a major new computerized system for the design, 

the construction b#Ilt under the project.
 

Particination of Women 

in'its efforts to fostar the participatioa ofAID has assisted M-A 
women in RA's program as project beneficiaries and.in 14M managemert as 

leaders and policy makers within the organization. Women ccmiise over 
on lease40%of the beneficiaries under the program and have title 
no formalpuzhase agreements for -11A housing. Moreover, there are 

MM can bebarriers to wonen obtaining housing under MrA programs. 
its encouragement of cotmetentcharacterized as a model institution in 

wcen in senior ranagemrent. The deputy governor of NdA, the director of 

finance and major department heads in finance, the deputy director of 

policy and planning and many other mid-level and senior staff are women. 

Iq
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authorization and tiO million for a future authorization. It is proposed 
that i0 million of the 425 million second tranche be used to couplete 
the 1979-84 program and W15 million be applied to the 1984-86 program.(See Table 1. ) 

I1G loan proceeds are being used to finance only the low-irx= 

icxonerts of these programs. Eligible costs include: 

1. All slum upgrading costs. 

2. Core houses affordable by low-incme householAs. 

3. Shahres of infrastructure, community facility and overbead 
costs proportionate to the shares that low-income housimg units are of 
total housing units. 

4. Building material loans to inprove or expand housing 
occupied by low-incyme households. 

Because NEA projects are large and they are ilemented over 
several years, disbursements are made on the basis of actual costs for 
land and construction before all the houses are completed and occupied. 
T ensure that projects are comleted and occuoied satisfactorily, AID 
will not approve requested disbursements for the costs of cczxleted 
projects until and unless R3DS inspections confirm satisfactory 
ccmpliance with all the applicable terms and conditions of the 
Implementation Agreement. land acquisition costs, including costs for 
project-related advance land acquisition, will be eligible costs so lcrg 
as the AID-approved project delivery plans contain an appropriate 
description of the activity. 
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IV. IMPLEMENTATON PLAN
 

It is 'anticipated that the .second tranche will be disbursed in three 
drawdowns" The first disbursement of $10 million will include $5 million 
from the initial authorization. The Implementation Agreement will be 
negotiated in July/August 1984 with a Loan Agreement anticipated by 
September/October 1984. The first disbursement is scheduled for 
November/December 1984 and the second for one year later. 

Third Quarter FY 1984
 

1. 	AID sponsored,.National Housing Council policy implementation
 
seminar held.
 

2. 	 Coopers Lybrand TA for financial,: planning,under
 

3. 	AID, ADB, IBRD'coord.inate inputs
 

4. Approval of $25 million Program Memorandum.
 

Fourth Quarter FY 1984
 

1. 	PRE/H and RHUDO/Asla sponsor evaluation team to work with NHA 
and resident advisor on HG interim evaluation and evaluation of. 
the recently concluded grant-funded technical assistance program. 

2. 	 Housing Policy T.A. (ongoing)
 

3. 	ADB sponsored Swiss'T.*A. contract neQotiated and resident 
advisors in place. 

4. 	 Preliminary plans prepared for cooperative housing project and
 
NHA-private developer joint venture project.
 

5. 	Project monitoring system in place including improved quarterly
 
reports, site progress reporting forms and preliminary results
 
of Tung Song Hang Evaluation Program.
 

6. Implementation Agreement drafted and negotiated.
 

Fi ;t Quarter FY 1985
 

I Conditions Precedent for first disbursement met.
 

2. 	 Project Loan Agreement drafted and negotiated

3. 	 GHB -NHA signed agreements on implementation plan for GHB
 
mortgage financing of first demonstration project.
 

4. 	 NHA advisors on land management and project management retained 
and work underway. 

5. 	NHA proposals to the National Housing Council to substantially
 
speed up project implementation, reduce NHA overhead and
 
elimirate all RTG giants.
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Second Quarter FY 1985
 

1. 	Urban Sector Assessment and Housing Needs Study completed.
 

2. 	Technical Advisors in place and working on cooperative housing
 
groject development plan and.private sector developer Proaram.
 

3. Housing Policy research T.A.
 

-Fourth Quarter FY 1985
 

1., Second evaluation
 

2. Second disbursement of loan.
 

First Quarter FY 1986
 

1. 	Program evaluation and recor-anendation formanypotential new 
program developmerit. 

Third Quarter FY 1986
 

1. 	Third disbursement of loan.
 



V. MaMNIORING AND EMJIJATION 

As a .part of the ongoing PIU0/Asia monitoring and long and 
short-term technical assistance, AID has worked in collaborative style 
with NHA staff to develop and strengthen their internal evaLuation, 
reporting and monitoring systems and thereby to ensure that management 
*reportsare useful to NHA, other donors and AID. These systems provide 
much of the information needed to inform AID's monitoring and evaluation 
of UG-supported NHA programs, both with respect to short-term products of 
the Program and long-term longitudinal surveys and policy studies. 

Fbllowing authorization of the first tranche of HG 003, AID financed 
a major study to review the PP evaluation plan, analyze the existing data 
sources and make recommendations to AID on its implementation. This 
study, completed in 1980, provides a detailed analysis of NHA's 
monitoring and evaluation systems and establishes a reasonable guideline 
for the collection of standardized evaluation data including program 
impact indicators. Major parts of these guidelines have been 
incorporated into NHA monitoring and evaluation programs. 

In terms of program evaluation, NHA has instituted a series of 
prototype analyses of their shelter program including: 3) a report on 
tihe first five Slum Upgrading projects which reviews inplementation, 
problems in planning and construction, and the social benefits of 
improved tenure, physical infrastructure and NHA's socic-econcimic 
programs; 2) a completion report for the Bangkok Sites and Services and 
Slum Upgrading Projects, which indicates progress in meeting the original 
objectives and lessons learned which can be 7-pplied in the new program; 
3) evaluation of the Tung Song bng project over two years, including an 
analysis of the social impact on beneficiaries and step-by-step review of 
implementation, planning, construction and marketing and serving as the 
prototype for evaluation of HG projects; 4) 1busing Yeaketing Surveys for 
each sub-project, which include baseline data on income levels, unit 
type, existing community facilities and socio-econcmic needs. These 
surveys are required for each AID-financed project and can be used ovex 
time to demonstrate program impact by comparison with subsequent surveys. 

On the policy side,, evaluation will be by straight-forwaxd review of 
policy documents and th6 extent to which they are reflected in program 
design and by periodic assessments of progress in institutional 
restructuring. Monitoring of policy progress will be facilitated by 
AID's role in developing seminars and workshops with the National Fousing 
buncil. 

Donor agencies liave worked with NHA to develop several reporting 
systems including: 

1) A Oarterly Progress and Monitorirn Report which includes 
social, econcmic, physical and financial issues. The focus of the report 
is on specific actions NHA undertakes to meet project objectives and 
scheduled timetables. It includes: 1) key indicators of project 
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progress, 2) project management issues, :3) report on attitudes of
 
residents and4) a summary report on actions to meet previous 
recommendations. .The informatfon is collected through: a) analyses of 
NHA secondary data 'sources such' as application forms, progress reports on 
site occupation; and other financial and design related data forms; b) 
i~nterviews with NHA staff on progress at each site; c) sample household 
surveys and d) observational surveys of environmental conditions, e.g., 
road maintenance, garbage collection, drainage; e) intervjews with 

Tomnunity leaders 

2) Longitudinal Descriptive Studies describe social, economi'"cand 
physical changes. Ine lung Song Hong prototype includes:' a) a brief 
socio-economic survey which focuses on the project population 
characteristics. This is important in verifying income levels of 
beneficiaries by housing type, preferences among housing types by income 
levels, problems, if any, encountered in completing core units, occupancq 
.'ates, and effects bf marketing strategies; b) intensive interviews; c) 
observation case studies; andd) repeated longitudinal surveys to record 
trends in resident population and evolutionary improvements in housing 
and environment over time. 

-A formal evaluation of both the HG program and the IIPUP grant 
project will be completed prior to the first disbursement of the second 
phase HG funding. 



Proposed NHA Plan for
 
Monitoring and Evaluation Program for Sites 

& Services and Slum improvement
 

Project/Type of Monitoring and Evaluation 1 Z 3 4 1 2 3 4 1 2 3 

(A) Sites & Services Project
 

1, 	 Quarterly Monitoring and. Rapid 

.Feedback Studies
 

-'Tong Song Honj, Chiangmnai,'Songkhl a, *xxxxxxxxxxxxxxxxxxxxxxxxx
 

2. 	 Qualitative Evaluation
 

- Tong Song Hong,. Chiangma.I xxxxxxx,
 

xxxxx
- Songkhla 

3. 	 Longitudinal StUaes 

-	 Tong,.Song Hong, Chiangat xx xx xx 

xxx xxxx xXX-	 :Songkhla 

4. 	 .Longitudinal Impact Studies 

-,Tong Song Hong, 'Chiangal Songkla xxx 

Special Studies
 

" Materi al Loan 'xx
 

xx
Housing Marketing ;Study 	 xxx. 


Qualitative Analysis of Housing
 
(Options)
 

(B) 	 Slum Imorovement Project 
1. 	 Qua itati ve Studi es =xxx 

2. 	 Longitudinal Studies 

xxx.
xxxUpgrading Project 

- Rebl ocking Proj ect 

Relocation Project xx xxx 



VI. TECHNICAL ANALYSIS
 

A. Slum Upgrading 

in 1978 NHA identified 412 slum areas in Bangkok and selected 
the lOB slums ih greatest need of upgrading. These were studied with 
regard to land tenure,- water and electricity supply, accessibility, 
drainage, density, incomes, debt and savings levels, education levels, 
health conditions, and future land use potential. They were furth.er 
classified according to their suitability for upgrading: a) slums to be 
upgraded as permanent'comnunities'where permanent land tenure or 
long-term leases can be obtained; b) slms to be upgraded as temRnpry 
communities where long-term tenure can not be secured (in these areas 
upgrading focuses on socio-economic programs and exte*nsion of public 
utilities); and c) slums to be cleared, mainly those in areas scheduled 
for hig6 priority public uses such as highways and ports. These last are 
being removed and alternative housing allocated to residents on a 
priority basis in WHA's rental units and core housing projects. 

NHA has increased its upgrading program and will use eminent. 
domain powers to acquire slum land to cope with growing needs. The RTG, 
NHA and the Bangkok Metropolitan Administration (BMA) have increased ( 
their commitments to slum upgrading as the primary means of providing 
basic shelter and urban amenities for the very poor. Measures of this 
are NHA's 50, increase in its program from 4,000 to 6,000 family
 
beneficiaries annually and BMA's new program to provide socio-economic 
services to slum occupants.
 

Physical improvements to the.upgraded slums include: road 
access and provision of dry walkways, repair and improvement of drainage 
systems; construction of garbage collection points, sme street lighting, 
and provision of fire protection systems including mobile pumps. In some 
areas water supply systems are being repaired and improved. Improvements 
are designed to meet the specific needs of each area. Implementation of 
physical improvements are c6ordinated with the Bangkok Metropolitan 
Authority and with the public utility authorities which operate and 
maintain the services provided.
 

Management of Government-owned land in slums to be upgraded,
 
(which are currentiy rented to residents on a short term basis -- usually 
one-year), are being transferred to NHA which issues 20 year leases to 
residents. Where possible NHA is negotiating with private absentee 
landowners for similar 20 year leases. W'HA then sublets those parcels to 
residents. In other cases, IJHA negotiates direct leases between 
landowners and residents. Rents on lots in these slums vary but are 
typically 100-150 baht ($4.35 - 6.50) per month for an 80 ir2 lot. This 
is readily affordable by even the lowest income groups. 

http:furth.er


The NHA has been helping set uip socio-economic programs inupgrading projects. Generally, it acts as promoter and sponsor of.community activities funded through agencies such as the NationalInstitute of Skill Development, the Department of Industrial Promotion,the Family Planning Association of Thailand, the Bankok Metropolitan
Authority Health Services and the Ministry of Public Health. In one of
its first projects, for example, NHA social workers helped set up sewingclasses and facilities. Some upgrading projects also include facilitiessuch as health and day care centers. Increasingly, NHA is focusing onphysical improvements and leaving the social and economic programs to the
various institutions which specialize in these services. 
 In Bangkok the
BMA has taken on the overall responsibility for integrating and
 
coordinating these programs.
 

The NHA has*established lines of. credit'through the Krun'i'Tha1
Bank, a commercial, bank wholly owned by the Ministry of Finance, whereb)loans can be obtained by small businessses in NHA upgrading projects of
up to 1O,DO baht at 12% interest repayable over 4 years- NHA program
workers help businesses in the projects apply for these loans.
 

Some of those first pilbt projects included direct charges to
beneficiaries for infrastructure'improvements. 
 The results of these
tests provided feedback on the feasibility of this mechanism for
improving cost recovery. Many households refused to pay; some claime4
they could not afford to pay. Collections costs were very high.Political leaders opposed the concept of Charging the poor for theseimprovements. Thus, the RTG and NHA decided to fund upgrading projectsfrom the RTG. 
 IBRD has concurred in this decision. Attention has
shifted to recovering costs by user fees and taxes which appear mora
.pal atable.
 

Implementation of the first projects indicated a need to improve
the coordination between NHA and the Bangkok Metropolitan Administration
 as well as other agencies. These coordination arrangements continue tobe more ..fluid and .less formal than is desirableand this is an area onwhich "USAID will to focus its attention. 

The NHA does not include costs for land acquisition in itsestimates for upgrading. NHA negotiates lease arrangements with privateabsentee landlords in slums to be permanently upgraded. Another optionbeing tested is to purchase the land and then to sell or lease i& toresidents. Such attempts'have not been very successful to date because
current owners are unwilling to sell their lands at reasonable prices. Agreater willingness by NHA to use its powers of eminent domain should
 
reduce this impediment.
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Be Sites and Services with Core Houses 

The NHA has developed.a system of expandable core housing which 
starts with simple one room structures and sanitary cores of about 2OM2 
on lots of .70-80 m2. Various options provide for a mix of unit and lot 
sizes. All' are designed so as to be expandable by the purchasers and 
b'iIlding material loans are included in the projects. Host of the units 
are row house or quadruplex types of lightweight block and reinforced 
concrete construction on piles with asbestos.cement roofipng. Some of the 
laroer units are two-storied. 

AID has been reviewing with the NHA and other donors the 
technical aspects of projects. These reviews have addressed the 
construction standards for expandable core housing to assure units are 
capable of being expanded safely. In addition, at the time of purchase, 
home buyers are provided information and advice on the expansion 
capabilities and possibilities of core units. 

In typical projects about 600 of the land is used for lots; 15..
 
for circulation; 10% each for community facilities and open space; and 5%
 
for small-scale commercial and business facilities. Residential street's 
with 6-8 meter rights-of-way and 3-4 meters of paving provide basic 
access with footpaths around 1-5 meters wide and rights of way of 3-4 
meters providing access to individual units. Water, electric and 
sewerage connections are provided to each plot. NHA projects inclpde 
on-site sewage treatment ranging from aerated lagoons to activatec sludge 
-systems or oxidation ditches. Site planning for 14HA projects is 
frequently complicated by the need for fil'ling or dikiMn for flood
 
control and surface drainage. The cost of such improveuients can
 
substantially affect the breakeven price for NHA.
 

Primary school and community facilities, including multi-purpose 
public buildings, health centers, workshops for small-scale industries, 
retail shops, and markets, are provided to varying extents-in NHA 
projects, depending on the size of the community,
 

NHA is developing two large new satellite communities in the 
Bangkok'area. One is a 10,800 unit development at Lad Krabang to the
 
east of Bangkok near an industrial estate financed by the World Bank;
 
another is more than 30,000 units just outside Bangkok-at Bangplee in a 
growing industrial area. These and others already started at Pangsit and 
Nawa Nakhon to the north are attempts to establish integrated new towns 
as satellites to the Bangkok Metropolitan area. Planners expect them to 
absorb significant shares of the population growth. Land for these 
multi-phase projects has been assembled and acquired. Commitments of 
industrial investment have already been obtained for both Lad Krabang and 
Bangplee. Phase one of each project will be completed in 1984 (3,830 
units in Lad Krabang and 5,205 units in !Pangplee). HKA has also acquired 
smaller sites in Bangkok close to existing industrial areas and is 
seeking additional locations. 



C. Environmental Considerations 

the environment of most urban areas i-n Thailand. and 
particularly Bangkok, is fragile. Contamination of surface waters by
 
sewage effluent; especially when floods occur, is at present the 
principal envii-onmental health problem in Bangkok. NHA project standards 
exceed all 'existing government regulations for sewage discharge. Water 
supply and depletion of underground water resources also are rvajor 
concerns, both in Bangkok and the regional cities. NHA tkes into 
account these factors in programplanning. Sanitary conditions in 
upgraded communities and NHA's new communities are a considerable 
improyement over prevailing conditions. Community operated garbaoep 
cbilection systems and piped potable water contribute to improved p'ubl1.: 
health through reduct-in of exposu're to diseases.- The Bangkok 
Mletropolitan Authority is also undertaking a program of -flood protection 
in parts of Bangkok and dredging of canals that have been blocked by 
solid waste accumulation. 

Discussions between the NHA and responsible plaming and 
regulatory agencies have been cotributing to Government policy in 
several broad areas of env.ironmental concern. These include protection 
of prime agriculural land, alternative techniques for building on flod 
plains and urban growth and land carrying capacity analy-sis. 

The Government has adopted environmental policies, enacted 
supportive legislation, and established a National Environment Board. 
'AID project reviews include environmental considerations 

The initial Environmental Examination (I.E.E.) For the proposed 
program reviewed NHA's starndards and practices and reco=mended a negative 
environmental determination. The consultant's detailed -indings are 
inclu'ed in a separate report. 



VII. ADMINISTRATIVE ANALYSIS
 

A. NHA Organiza tion
 

The NHA was founded in 1.973 as a state enterprise attached to 
the Ministry of Interior. The Governor is responsible to a 
Cabinet-appointed Board of Directors. 

NHA' has been reorganized several times, most recently ing1983. 
There now are eight. major departments: 

Golernor's Office
 
Policy and Planning
 
Construction -Management
 
Construction Support Services
 
Finance Department
 
Estate Management
 
Slum Upgrading
 
Housing Center
 

The major changes from the previous organization are:
 

1. The Research and Construction Department has been divided
 
into two departments. The effect of this is that five Project
 

Administration Divisions, which design projects and supervise 
construction, now depend on another department for tendering and special 
engineering services. 

2. Slum upgrading has beeni elevated from a division within
 
Research and Construction to a Department. This indicates the
 
increasingly important role of this activity in NHA.
 

3. The Center for ,N'ousing and Human Settlements Studies (the
 
Housin'g Center) was created by combining the research staff from the
 
Reseach and Construction Department with the train.ing staff
 

The primary purpose of the reorganization was to increase the 
onoverall housing delivery, capability of NHA, with particular emphasis 

project management. The Housing Center also has become important in both 
staff training and research. The effects of this reorganization on NHA 

been limited.' Th'e separation of the constructionefficiency have 

fuctions into two departments has oeen controversial,- because more
 

is required. Interdepartmental
coordination between departments 'now 
Thecoordination has been a fundamental problem at NHA all along. 

will address this issue.Swiss-financed TA on project management 

Through the reorganization, each deputy governor has been given 
This is helping withresponsibility for specific functions. 


communication on policy issues between the Governor's Office and the
 
departments.
 



absorb and act on recornendations is limited. Project implementation is 
in waves rather than any kind of regular flow. The NHA's 2400person. 
staff is larger than can be justified.but state enterprise unions make it 
virtually impossible to reduce, reassi gn or discipline staff. 
Production, innovativeness and morale are often low, even though senior 
and professional staff are well.-educated, intelligent and hardworking. 

B. Housing DeliVery 
p 

During 1984, NHA will provide sites and services for nearly 
OODD units in four projects. These projects are part of the 1979-82 

program and are the first projects completed under the initial plan. 

A key reason'that"most NHA projects have been consistently
 
behind schedule is ,that sites are not acquired in advance. The 
acquisition process cornonly takes a year. Another six months or so Is 
taken up in site design and preparation. Prolonged flooding can delay 
site preparation by additional months. 

The bidding and contracting process also is slow and 
complications often cause delays. Construction sometimes is hindered by 
design changes, material shortages, labor disputes and contract 
difficulties. Additional delays frequently occur near the end of project 
implementation because the electricity and water authorities have been 
unable to schedule their work properly.due to the problems mentioned 
above.
 

Technical assistance on dons.tfuction management has been
 

.provided by AID, IBRD and ADB. The WHA officials and senior staff are 
skilled in planning and programming. in large measure these delays are 
avoidable and USAID will provide assistance with this critical problem. 
Since the Swiss Government is allocating $500,000 for TA on land 
acquisition and construction management, AID will focus its on highly 
leveraged topics such as private developer provision of low-cost housing. 

With assistance from UNDP and IBRD, IHA has used the services of 
Coopers Lybrand to undertake a major revamping of the K:-iA financial 

planning and accounting system. This work is in progress and will 
improve efficiency by introducing computerized cost accounting and 
providing more realistic. time schedules for both implementaOiLon and cash 
flow projections. 

C. Coordination and Cooperation 

Coordination and cooperation with RTG institutions is another 
key issue for NHA. The Deputy Permnanent Secret'ary of the Ministry of. 

of the Authority's BoardInterior of which NHA is a part, is the Chairman 
of Directors. However, there is not a housing staff in Interior. On 
housing finance, RHA works with the Fiscal Policy Offict. of the Ministry 



-27.

of Finance, but this is not a strong relationship. The most effective 

linkage tP the RT is with.the National.'Economic and Social Development 

Board (OcSDB), This relaticnship has" been further strengthened by the 
creation of the NESDB subconrnittee on housing policy, i.e., the National 
Housing Council: The relationsihip between NHA and the Government Housing 
Bank (GHB) -has improved recently; GHB is gradually providing financing 
.for NHA. 

NHA will need to work effectively with a private developer in 
the planned joint venture project and with cooperative me~mbers and a 
Technical Service. Organization (TSO) on the mutual help cooperative 
housing project. 'The .TSO will provide assistance to cooperators in 
forming and managi'ng -:heir cooperative. 

D. .Technical Assistance 

Further AID technical assistance will be limited to highly 
specific subjects which .(1) facilitate the implementaton of the new 
National Housing Policy; (2) implement the major recommendations made in 
the previous AID studies and the Housing Finance Study; (3) support the 
HG program emphasis on regional cities; and, enlist the involvement of 
the private sector in providing housing and housing finance for the. 
poor. This will be done by: (1) monitoring and evaluating RTG housing 
policies and NHA programs; (2) promoting action on previous. 
recomendations; (3) assisting GHB, upon its request, to mobilize 

.*resources for housing and expand loan programs for low-cost housing; (4) 
facilitating NHA-private sector joint ventures .and other private sector 
actions to provide affordable housing. 

In addition to 'continuing.technical assistance, it is essential 
that AID also maintain a substantial staff development program,. including 
training in Thailand, the region and the U.S., in order to broaden and 
strengthen the network of Thais who are familiar with and supportive of 
AID policies. 

In this regard, continued assistance to NHA is warranted because 
it is now and will continue to be the major provider of low-cost housing 
in Thai.land and an important source of national housing policy. 



VIl. SOCIAL ANALYSIS
 

For its sites and services programs ,"NHA divides households into fi've
 
atgroups" (A through E) based on household in~:me levels. Table 6 

shows that 70. of'the 1984-86 sites and services uuits are targrcted to 
households beloii the median income. NHA assumes that such households can 
afford to pay 20-25% of gross income for the amortization of housing 
loans. This monthly payment amount is- then amortized over 15-20 years at 
a .161 interest rate to determine the maximum affordable loan amount for 
each client household. These estimates are shown for 1984-198 for 
Bangkok and regional cities on Table 7.
 

A recent study of housing affordability in Thailan. ,in-aed that 
four out of five slum"families expressed interest in the expandable core 
house when asked their opinion. The median downpaynment low-jncom 
households were willing to pay was approximately one-half of one year's 
income, 15-34" of purchase price. Moreover, with typical monthly rental 
payments of 500-700 baht for one room in a slum area, housing payments 
for the sites and services projects seem both affordable and desirable. 
While actual costs per month are higher (800-1200 baht for the smallest 
units), the larger space, sanitary, planned environment, More secure land 
tenure and community facilities make the new homes an attractive 
alternative .to slum living. However, even this cost difference is too 
much for the poorest slum occupants (squatters pay little or nothing at 
all). Also most slums are better located than new low-cost housing 
projects. Therefore, for many families, slum upgrading is more 
appropri ate.* 

NHA's program has been approved by the RTG Cabinet with 1984 median 
inc'omes of 9,000 Baht (P90) Bangkok and 4,50D Baht ($195) for regional 
cities. AID believes these estimates are somewhat high and further
 
analyses will be made before the next disbursement and median income
 
estimates agreed to with NHA for purposes of calculating HG eligible 
costs. 

HG funds proposed for authorization here would assist NHA and other 
participating agencies to upgrade the environment in slum areas through 
major physical improvements such as drainage and walkways, social and. 
community improvements.. Sites in Bangkok and designated regions will be 
improved by the construction of core houses and the servicing of sites. 
The regional cities projects are designed to strengthen the Government's 
overall efforts to decentralize urban growth and to improve opportunities 
for shelter and other community development efforts in regional areas. 
The proposed housing is affordable to the target population and offers a 
replicable model for the Goverment in its efforts to implement the 
National Housing Policy. 
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The project affects individual poor housenolas ana communi iles py 
secure forms of tenure, thereby encouraging families topromoting'more 

use Their own resources to further improve the housing stock over 
succes-sive generations. The av.ailability of NHA housing finance for 
low-income families permits them to enter the formal financing system and
 
to share with more affluent Thai families the advantages of improved 
.shelter. Homeownership is a major goal of Thai households although other 
forms of land tenure with varying degrees of security are common. In the 
King Petch project, for example, 55% of the houses were occupied by 

often used for connercial as wel'i as'residentialowners. Houses were 
purpose. Nine percent were dwellings with rental rooms. The houses are 
general.ly wood with corrugated roofs. Aother study by IHA suggested 
that av6-rage dwelling unit size was 2.2 rooms. 

Implementation of the project's policy objectives also will directly 
encourage the improvement of institutional management by establishing 
cost recovery systems for public utilities, reducing physical design 
standards, increasihg the 'affordability of the basic shelter unit and 
encouraging community upgrading instead of slum eviction.
 

http:general.ly


Table 6: NHA 1984-86 Sites and Services Program
T~rnpf .rnitnc ;4nd Wnitnn r;h~rpt 

Cities. 'Target

Group 

Bangkok A 

B 

C 

DP' 

;E 

Regional 

Cities A 

B 

C 

D 

E: 

No. Household 

Income 1984 

3,500-5,000 

5.00D-6.500 


6,501-9,000.. 


9,o1.-12,oDo 


12,000 + 

3,000-3,500 

3,51-4,500 

4501-4,500 

5,501-,00 

8,001 


Percentile 


10-20 


21-35 


36-50 


51-70 


71 ,+ 

20-30 


31 -40 

41-50 


.:51-70 

71+ 

WHA 
Housing

Shares %
 

20
 

20
 

30
 

20
 

10 

20 

2 

"3D
 

20 

10 



Table 7: Housing Affordabililty Estimates for 
11AT04-Bb14 SItes and Services Program 

Cities 

Bangkok 

Target 
Groups

* 

A 

o 

C 

D 

E 

Monthly 
llousehold 
Income 1984 

3,000-5,000 

5,001-m6,500 

66501-9,000 

9,001-12.,000 

12,000+ 

Percentile 
. . 

10-20 

21-36 

36-50 

51-70 

71+ 

income 
Range 
dpoint 

4,400 

5,750 

7,750 

I0,000 

Percent of T-rordable 
Income for Monthly 
Housin .Payment 

20 850 

20 1,160 

22 1,710 

.25 20650 

25 3,'000 

Loan 
Years 
at 16% 

20 

20 

20 

1 

15 

1904 

60,000 

92,000 

137,000 

215,000 

300,000 

oan Aounts' 
1985 

(Daht) 

78,200 

105,800 

157,550 

247,250 

345,000 

1986 _ 

09,930 

121,670 

181,190 

204,340 

396,750 

Regional
Cities A 

o 

-C 

D 

3,000-3,500 

3,501-4,500 

4,501-5,500 

5,501-8,000 

8,000+. 

20-30 

31-40 

41-50 

51-70 

71+ 

3,250 

4,000 

5,000 

6,750 

20 

20 

22 

25 

25 

. 
'650 

8,000: 

1,100 

1,i690 

2,000 

20 

20 

I5 

15 

.20 

50,000 

65,000 

91,000 

137,000 

230,000 

59,500 

74,750 

104,650 

157,550 

264,500 

66g130 

85,970 

120,35( 

181,19( 

304,18( 

*Hot includi ng downpayments, Annual Increases assume 151 increase+in household -incomes., 



IX. Economic Analysis
 

A. Debt Service Analysis 

Nominal -external borrowing by Thailand has increased rapidly 
since 1975, but as indicated by.the World Bank Economic Vemorandum of 
1983, real resource transfers have been less than indicated by the 
nominal figures and th'e real rate of increase in the value of foreign 
liabilities has slowed due to the impact of high international 
inflation. Moreover, the rapid increase in foreign liabilities in the 
late 1970's supported rapid investment activity, not consumption. The 

,eakrates of nominal growth of medium and long-term debt were almost 50r 

in 1979'and 1980. As a result of'this external borrowing, 'the ratfo of
 
debt to GDP more thandoubled from'less than IN0 in 1974 to approximately
 

20 in 1981. Starting in 1979 and increasing through 1981, trade losses
 
began to add to the need for real resource transfers. The Thai economy 
adjusted by reducing consumption and stabilizing investment. According 
to .IBRD reports, Thailand's international debt position in comparison to 
other oil importing developing countries is still quite favorable. There 
appears to be no reason for concern about current levels of foreign 
indebtedness in Thailand. 

According to the latest World Bank indicators, -the level of 

total external debt in Thailand is not unusually high. Tailand has a 
low outstanding debt relative to GDP, an intermediate debt service ratio, 

,.a low interest service ratio, favorable rol 1-over ratio and an average 
overproportion of concessional loans (See ANNEX I,). The wei--ited spread 

LIBOR charged by commercial banks is among the lowest for developing 
-countries. These factors, combined with Thailand's continued very good
 
growth performance justify Thailand's h'igh credit rating among 
international l.ending institutions. 

The 1960s and early 70's were marked by extremely low levels of 
external borrowing on the part of the private and public sectors, 
including the central government and state enterprises. From the 
mid-1970's until the present, public sector borrowing has increased 
markedly, partly in an attempt by the RTG to stimulate high levels of 
overall growth through the post-oil crisis period. Private sector 
borrowing also increased.for similar reasons. The widening resource gap 
of the public enterprises, especially in the energy, transportation and
 

Public
communications sectors has resulted in large foreign borrowings. 

sector borrowings rose by 19% in 1983 and are expected,to increase by an
 

additional 30% in 1984.
 

The IBRD report indicates that it is possible to justify a
 

rapid expansion of public investment'and foreign borrowing since this

serves as a "counter-cyclical response" to the reduced private demand in
 

1980 and 1981. In addition, it has been suggested-by the RTG that the 
public sector had, in fact, under-invested in the past and needed to 
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".ratch up" especially in the, area of public investment to support private 
sector growth. However, some 5D% of the investments have had low 
domestic income and employment multipliers and, as investments, public 
sector yields turned out to be general.ly less profitable than expected. 
Out of concern for the growing dependence on foreign capital, the 
Government is now moving to increase public savings, to reign in state 
enterprise borrowings,, and to dvelop RTG management capabilities in the 
areas of public investment and foreijn.borrowing.
 

With an economic recovery underway by mid-1983 both in Thailand 
and 'in the rest of the world, growth in Thailand, as indicated by .both 
the'IMF and IBRD, is expected to continue for the rest of the Fifth -P.lan 
(.1098T-86) and int6 tfie.Sixth Plan'period .(1986-1990). Real GDP gro~th 
however; is projected to be lower than growth rates of the 196O,'s and 
1970's. Indicators of anticipted growth include: 1) export demand for 
Thai industry is projected to grow at 14% p.a. in volume terms and for 
services at 13% p.a. International price's for exports and imports 
(except energy) are. expected to grow at 6% p.a., with energy prices
 
growing at 8% p.a. for 1984-90. Investment is expected to rebound from
 

to a-68 p.a. growth from 1984 onwards.. (Setunusually low levels in 1982 section on Economic DataSeannex
World Bank and IMF data sources in the 

Sources). 

Thailand's GDP is projected to grow at 5.7 between 19BZ and
 
1986"and at a rate of 6.2% thereafter. Export growth is projected to
 
reach.7.80 p.a. after 1984, following a poor performance in 1983. The
 
.current account deficit is projected to fall to 2..6w in 1986 and below lU
 
by 1990.
 

'The most recent IMF report Recent Economic Development in
 
Thailand, February, 1984., show tota external oebt at 1.3.7 billion for
 

Debt service is
1983Tincreasing to approximately $20Obillion by 1987. 

projected to be about 24-25% of GOP during 1984-86; servicing of medium 
-and long-term'debt is projected to be in the range of 21-230. The RTG is 
acting .to limit budget increases and limit both public and-private sector 
.debt. Twenty percent of the RTG 1985 budget is scheduled for !ebt 
servicing, which is much higher than previously, and financial officials 
say corrective actions will be taken. Nevertheless, international 
bankers believe that Thailand's Government and economy are stable and
 
hi ghly creditworthy.
 

The Fifth Plan is designed to address structural adjustment 
needs and development objectives. Th!se include: restoration of the 
economic and financial position of the country, increased and balanced 
regional growth, more equitable distribution of services, improvement in. 
national security through coordination of development and security 
management, and institutional reform. The Housing Guaranty loan supports 
the regional development, equity and institutional development goals of 
the government by providing loan financing for shelter and basic 
infrastructure in regional cities. 

http:reach.7.80
http:general.ly


In addition, the HG program encourages improved 
self-sufficiency (by reducing unnecessary subsidies), greater cost 
recovery and improved targeting of the public sector program to focus on 
1 .w-income households.. The program fosters private sector involvement in 
financing.low-i6come housing through private sector development of one 
.omponent of the HG- loan. 

Moreover, the projected HG loan disbursements for 1983 to 1986 
account for only 0.07% of the outstanding external debt expected for 
these years. 

According to the Mission's CDSS, Thailand ranks at the high end 
bf the scale on most development criteria as compared with other 
developing countries-"-It has one of the fastest growing economies; debt 
service 'ratios are low and reserves relatively high; investment rates are 
high; public consumption is relatively small as a proportion of GDP. For 
all these reasons, .coupled with the analysis above, the Mfission and 
Office of Housing conclude that a HG loan is 
advantageous program investment for both AID 

a reasonable, 
and the RT&. 

secure and 

B." Economic Benefits 

1. Macroeconomic Level 
The need for a rational housing policy which delineates the 

.appropriate institutional roles for housing finance, shelter development 
.and construction. is a major economic concern of the. RTG as indicated in 
'the approved National Housing Policy. This proj.ect supports the RTG 
:shelter policy-objectives. Also, this 'project promotes a major AID 
economic objective in relation-to .the"overall shelter sector in that it 
encourages NHA to 'become self-sufficient by eliminating remaining 
subsidies, such as highly subsidized rental housing and unrealistic 
design, standards which reduce affordability and effective demand by 
low-income groups. Phase I of this project has, for example, initiated a 

'process in NHA for factoring in all project costs, i.e, land, 
infrastructure, and conmunity facilities. Then, NHA works with the 
related ministries and local institutions to assure that these costs are 
incorpo.rated into plans for the provision of schools, health centers. 
etc. For slum upgrading.projects, the Central Government accounts for 
the infrastructure costs .through a grant to NHA. Then the RTG works 
within the tax system to recover the costs through.property taxes and 
user fees.. 

-Other policy level economic benefits include the new 
initiatives in the project to foster joint public-private sector housing 
develoIment initiatives. By using'private developers, RHA will 
demonstrate the feasibility of private sector management of low-income 
housing development. During the implementation of.this project 
component, NHA will examine alternative cost and design criteria to test 
the feasibility of various models in meeting low-income needs and 
affordability standards. If successful, this new private sector approach 
should encourage replication of these initiatives in other projects. 



Another major economic benefit ot tne MG program is the 
untied foreign exchange.which is made available to the RTG under this 
project. -Since the HG housing project costs in Thailand are almost all 
(B5P-9D9) paid in local currency, HG dollars can be used for economically 
productive investments in other industrial or agricutural sectors. 

The HG program also supports the Mission CDSS and RTG
 

decentralization and rural industrialization strategies The provision
 
of basic urban infrastructure and shelter in areas of economic growth 
reinforce other sector investments and stimulate multiplier effects 
throughout the economy of the region. For example, employment 
.generation, in project construction is a corollary economic benefit-of 
the shelterprogram. 'Infrastructure, including 'water and electriclty, is 
an integral part of the economic growthi of a regional city. Security of 
land tenure encourages social stability in the area and enhances physical 
and environmental development through household expenditures in improving 
and expanding the shelter unit. These are all important outputs of the 
project.
 

2. Project Level Econdmic Benefits 

The NHA program has evolved from a shelter program of high 
standards and irrational subsidies to one in which the predominant 
housing is affordable to low-income households. Subsidies are still a 
component of the slum upgrading program, since the RTG provides a grant 
for infrastructure. However, the cost recovery for the sites and 
services program is good and beneficiaries do pay for the units. Cross 
subsidies have been introduced under NHA's co...,erial and middle-income 
housing 'programs. That is, NHA plans io cross-subsidize within new town 
projects and use profits from conercial ventures to reduce overhead 
costs.
 

The cost benefit analysis of the project must also factor 
in benefits which cannot be'quantified but which are valuable outputs of 
this project. These include social equity, regional growth' 
considerations, improved health, economic productivity, and improved 
efficiency of urban development.
 

Both the AID CDSS and Thailand's Fifth Plan address the 
need for more equitable distribution of services including increased and 
balanced regional growth. This project supports these economic 
deve'coment objectives by providing infrastructure and low-cost housing 
to families in regional secondary cities. Improved shelter, access to 
water and other urban infrastrui:ture and the opportunity for home 
ownership assists in promoting a balanced and stable regional growth" 
pattern. The HG program infrastructure is made available to those
 

currently without these services and therefore supports the RTG aim of
 

distributing these benefits of economic development to families outside 
of Bangkok.
 



the major health benefits of the program. While project-specific 
quantitative analysis is not available to support this benefit, there are 
data countrywide which show that gastro-intestinal diseases are a major 
caus . or complicating factor in infant, child and adult mortality. 
Reduc ion. in morbidity and mortality is a major project benefit as well 
as inc.-eased worker productivity. NHA's development program provides a 
major donor-assisted sanitation improvement program and thus provides a 
cr.itically needed health as well as shelter and environmental benefit. 
While upgrading the quality of the home environment especially benefits 
the lives of the mothers and children living in the home, it is also the 
work place of many heads of households. 

The NHA program includes shop hoUses, row houses and 
cross-subsidized conercial ventures. While the HG program supports only 
the basic residential units, many of the families use even these small 
units to house shops and home industries from small textile operations to 
silk production to.mechanical repair shops. The WHA program also 
supports housing to complement large industrial parks, thereby 
stimulating regional economic growth and development. 

NHA's new tdwn projects are coordinated with new industrial 
estates to minimize the transportation and other costs associated with! 
inefficient urban growth patterns. Slum upgrading eliminates the need 
for costly slum clearance programs and the social instability and 
disruption such procedures produce. The program also provides for 

.socip-economic programs and vocational opportunities to "improve worker 
productivity-and family stability.
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X. GENERAL REQUIREMENTS AND CONDITIONS PRECEDENT
 

All requirements and Conditions Precedent in Section 5.02 and 5.03
 
of the ori.ginal Implementation Agreement dated Aug. 5, 1980 will remain
 
An effect. Additional proposed CPs for the second tranche of $25 Million
 
are as follows:
 

1. Detailed status report on all projects inthe 1979-84 and
 
1984-86 programs,
 

2. Complete plan and feasibility study for the NHA-prlvate
 
developer joint venture project.
 

3. Complete legal analysis'and implementation plan to test eminent.
 
domain power in acquisition of sites and services land.
 

4. Update analysis and projections of household incomes and
 
housing affordability by target groups.
 

5. Verification that no less than 70% of the sites and services
 
units in the 1984-86 program will be affordable by lower-income
 
households.
 

For the-second disbursemc .., Coop housing and private developer
 
housing projects should be inearly implementation, at least (See
 
implementation plan). Similarly, the pre-sales program and the testing
 
of eminent domain powers and GHB financing of NHA's house sales should be
 
established and action underway.
 

NHA will need to provide an updated housing affordability study
 
with current estimates of household income and. housing costs, as well as
 
updated verification that 70% or more of the core houses remain
 

.affordable by the urban poor.
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The program will include the following elements: (1) .improve
ments in land management; (2) Analysis and upgrading of project 
management; (3) implementation of the National Ibusing Policy and Housing 
Finance Study; and (4) develcpftent of NHA and rec rmenxations for 
internal management improvemen'rs. 

NHA and AID will consult per-iodically on progress and provide 
AID with documentation to permit and understanding of these activities. 
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PROJECT OFIGN ISItA1ARY
 
LOICAI, tRANEWORK Life or Project:
 

From FY 84 to FY ED 
Project i ?L~it*nousing G 432 Total U.S. Funding 125 million

Titleoet & Number: Thailn n T~Aep chl GO3o ranty 4D3a4" Date Prepared: Aprli 1§5-
NARRATIVE SULIARY OBJECTIVELY VERIFIABLE IIIUICAIORS I IEAIIS OF VERIFICAtIOnI IIIPORTAIiT ASSUIIPIOII5S
 

program or Sector Goal: The broader 
 ileasures of Goal Achievement: .. Project monitoring and Assumptions ror achieving goal
objective to which this project 
 Increase in the 
iunbLer and percentage or evaluation. targets:
contr'butes: 
 low-income hous.eholds living inupgraded. Rec 
 or Can kok Metropolitan 1.The rate or population growth
1. To Improve'the shelter and environ-
 Improved or new housing. Recors In Bangkok does not
mental conditions affecting the urban Increase.
Potable water, drainage, access roads Authority (2IA). 2. The problems or flooding inpoor. 
 reach to over 501 or the low-Income 
 Bangkok do not seriously Impede
population or Bangkok *Jpon cmpletion or 
 project progress.
project 3. National economic growth and 
development continues. 
4. Shelter needs or the urban 

"poor are perceived a. an Impor
tant and necessary public 
Investment.Project Purpose: Conditions that will Indicate purpose Records or 
IA and 014A. ".Assumptloni for achieving1. To Increase the availability or 
 has been achieved: End or project status. Project Monitoring and purposes!
sare sanitary shelter afrordable by C~mpletlon or upgrading projects ror 
 r
low-Income ramilies oj Continued acceptance or up-In Bangkok and 46,000 families. Evaluation, grading and minimum shelterregional cities and build up the 
 Completion of nationwide shelter con-
 Review or Natlonal Ilousing 
 concepts by RIG and beneficiacapacity or regional cities to a":orb 
 struction for 42,000 families, or which 
 Council accomplisiments. - ries.
regional urban migration. 
 701 is for the IIGtarget group Evaluation of AID funded policy - Continued cooperatron between2. To Improve and rationalize the totaling 29,OOO ramilles. elatA
Implementation or the approved latlonal and other goveriment agen-Each shelter sector Institution has an related t.a. . Ies and the regional cities.Ilouslig Policy especially the mobill- action plan for Impleme.ting Its roles Ongoing project monitoring. - 111lAcontinues to give priority
zation and use of resources for, as outlined In the National Ilousing to low Income housing and t.a.
financing shelter needs. Policy aid errective coordination Is inputs Improve 11IIAdelivery 

established through the National Housing 
 system for housing produciCouncil. on.s1
 
Outputs: 
 Flagnitude or Outputs: AID and MIiA project monitoring Assumptions for achieving
- Expanded low cost shelter solutions - Shelter Solutions and records. outputs:
- slum upgrading: drainage systems, 
 - . -iir'-'iurading units AID evaluation - Timely and efficient landpotable water lines, walkways, access 42.000 core houses 
 acquisition of suitable sites
roads. Improved land tenure arrange- 42.000 sites and services -ror 
NiIA programs.
ments , 
 - Conunity racilitles 1to major Increases In Infla- core houses, sttes and services -[aEiJ-pEro '-l -'je basic community tio- or project costs are-
Community facilities and soclo-econo- facilities and soclo-economic programs 
 Incurred beyond the levels
mtlc programs. outlined In the hous!nq market survey. 
 included in project cost...- Hixed Income residential and commi.er 
 * Ilixed Income residential and comerclal ectImates,
clal developments (low-income IIGfunded). pojects 
 surr;ckrn ettactive demand
- Implementation and Action Plans for - Shelter Pol!cy for low-income units.
the approved National Housing Policy. . liltionilFiiswvg Council Implementation
 

plan and follow tp for National Ilousing
PolIcy complcted, 
Semlnari held
 
Institutional roles and coordination
 
defined In approved plans.

GII1plays a larger role i.1low-income . 
housing finance.
 

Pro.ect Inputs: Implementation Target (Type and quantlty) 
 - AID and ilIlA project monitoring. Assumptions for providing Inputs
1. IIG loan and AIfndeend 2.2.World Bank and AsiOn Development $15 PRE/! Other donor meetings areports, " Approval of other donor loansOgo0 grant and IIG re e.g., lORD project appnaisal to IA.
Bank loans and t.a. supported ta. 
 - Effective use of technical3. Other commiercial 
loans. S79 million 10110 loan reports. advisors by MIA polity and
4. RIG budget support. $55 million ADD loan 
 technical staff.
5. UIIPP ta. 51 RTG support * % 
 - Continued RTG financial1 million (approx.) otler donor ta, 
 support for MIiA 1984-86 pro'iram.
 

http:commi.er


ANNEX B
 

THE HOUSING GUARANTY PROGRAM
 

STATUTORY CHECKLIST
 

.PROJECT NO. 493-HG-003(b)
 

.THAILAND
 

ANSWER YES OR NO PUT
 
PP PAGr_ REFERENCES'
 
AND/OR EXPLANATIONS
 
WHERE APPROPRIATE
 

A. General Criteria Under HG Statutory Authority.
 

Section 221 (a)
 
Will the proposed project further one or more
 
ofthe following policy goals?
 

(1) is intended to increase the availability of Yes . 
domestic financing by demonstrating to
 
local entrepreneurs and institutions that
 
providing low-cost housing is financially
 
viable;
 

(2) is intended to assist in marshalling Yes 
resources for low-cost housing;
 

(3) supports a pilot project for low-cost Yes
 
shelter, or is intended to have a maximum..
 
demonstration impact on local institutions
 
and national; a6d/or;
 

(4) is intended to have a long run goal to Yes
 
develop domestic construction capabilities 
and stimulate local credit institutions to
 
make available domestic capital and other
 
management and technological resources
 
required for low-cost shelter programs and
 
policies?
 

.Section 222(a)
 
Will the issuance of this guaranty cause the
 
total face amount of guaranties issued and
 
outstanding at this time to be in excess of
 
$1,555,000,000?
 



ANSWER YES OR NO PUT
 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS
 
WHERE APPROPRIATE
 

Will the guaranty be-issued prior to September
 
30, 1982? No
 

Section 222(b)
 
will the proposed guaranty result in activities
 
which emphasize...
 

(1) projects'providing improved home sites to res 
poor families on which to build shelter and 
related services; or 

(2) projects comprised of expandable core Yes
 
shelter &nits on serviced sites; or
 

(3) slum upgrading projects designed to Yes
 
conserve and improve existing shelter; or
 

(4) shelter projects for low-income people Yes
 
designed for demonstration or institution
 
building; or
 

(5) c6rrunity facilities and services in Yes
 
support of projects .authorized under this
 
section to improve the shelter occupied by
 
the poor?
 

Section 222(c) 
If the project requires the use or conservation N/A
 
of energy, was consideration given to the use of
 
solar energy technologies, where economically or
 
technically feasible? 

Section 223(a)
 
Will the A.I.D. guaranty fee be in an amount Yes
 
authorized by A.I.D. in accordance with its
 
delegated powers?
 

Section 223(f)
 
Is the maximum rate of interei allowable to the N/A
 
eligible U.S. Investor as prescribed by the
 
Administrator not more than one percent (1%)
 
above the current rate of interest applicable.to
 
housing mortgages insured by the Department of
 
Housing and Urban Development?
 

4.1
 

http:applicable.to
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AINSWER YES OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

Section 223(h)

Will the Guaranty Agreement provide that no Yes 
payment may be made under any guaranty issued
 
for any loss ari.sing out of,fraud or
 
misrepresentation for which the party seeking
 
payment is responsible?
 

Section 223(j)
 

(I) Will the propDsed Housing Guaranty be Yes
 
coordinated with and complementary to other
 
development assistance in the host country?
 

(2) Will the proposed Housing Guaranty Yes
 
demonstrate the feasibility of particular
 
kinds of housing and other institutional
 
arrangements?
 

(3) Isthe project designed and planned by. Yes
 
A.I.D. so that at least 90 percent of the
 
face value of the proposed guaranty will be
 
for housing suitable for families below the
 
median income or below the median urban
 
income for housing in urban areas, in the
 
host country?
 

(4) Will the issuance of this guaranty cause 110 
the face value of guaranties issued with 
respect to the host country to exceed $25 
million in any fiscal year? 

(5) Will the issuance of this guaranty cause No 
the average face value of all housing 
guaranties issued in this fiscal year to 
exceed $15 million? 

Section 238(c)
 
Will the guaranty agreement provide that it will Yes
 

.cover only lenders who are "eligible investors"
 
within the meaning of this section of the
 
statute at the time the guaranty is issued?
 



ANSWER YES OR NO PUT 
*PP PAGE REFERENCES 
AND/OR EXPLANATIONS
 
WHERE APPROPRIATE
 

B. Criteria Under General Foregn Assistance Act 

Authority. 

Section 620/620A 

1. Dues the host country meet the general 
criteria. for..country eligibility under the 
Foreign Assistance Act as set forth in the 
country elibility checklist prepared at the 
beginning of each year? 

Yes 

Z. Is there any reason to believe that 
circumsthnces have changed in the host 
country so that it would now be ineligible 
under the country statutory checklist? 

NO 



NATIONAL HOUSING AUTHORITY. 

. 10240; Thailad. Tel. 3756-Kb gx±e,Bagkok 
Cbek NAHOJISITY BAN4GKOK 1O24O.Telex 20366 MtHA TH 

NHA. qR4/04o 

May 301 1984 

Mr. Philip. Midifae 'Gary.. 

Assistant Director/Asia' 
RHUDO, .USAID/Thailand 

37 Soi Somprasong 3 

Petchburi Road 

Bangtoke, Thailand 

AID Housing Guaranty Loan-Request 
far 

Subject: 


Additional Loan Support
 

Dear,Mr.' Gary: 

As we have discussed, NRA wishes to 	officially inform AID.that -it has 

grammed the borrowing of additional 	Housing Guaranty loans up to the 

the existing slum improvement 

pro .

$50 million agreed to.in 1980 for both 


and sites and'services projects being completed now as well as the new
 

program,,which was approved by Cabinet in January.
 

Our current Implementation Agreement is for $15 million. NBA borrowtd 

to borrow the remaining;10 million in November, 1983. We would not prefer 


$5 million alone, because (1) the fifty percent of eligible costs for
 

the and
this year is estimated'at $18 million and (2) required process 

expetses are excessive for a loan of only $5 million, both'with the Thai 

and the U.S. investors. We would expect to borrow approximatelygovernment 

$25 million.
 



Beyond th:s year, NRA, would'wish t icontinue to borrow EG resources as 

eligible costs are created "a.dfinancing conditions are appropriate. 

We have .sent you, iuformation'previously on ,the planned use of HG loans 

for NBA 1979-84 and.1984-86 programs. 

Skhcerely, 

Jaru Srichalumpa 

Duputy Governor 

National: Rousing'Authowrity 



ANNEX"D
 
August 26,1983
 

TABLED-I:" ESTI14ATES OF HG ELIGIBLE,COSTS FOR NA PROJECTS-

Unit: illion Baht
 

Actual Cost
 
Description Total through Low Cost Eligible Percentage. 50% of Eligible Cost
 

Units Oct. 31, '83 *.Units Cost of HG Ldan. Bah . Uollar
 
-OUU0'S
 

Bangkok
 

Site and Services
 
1. Bangplee-Bang Bor 5,205' 306.101 4,762 103.378 50% 91,689 3.986
 
2. Lad Krabang 3,830 204.522 •2,960 155.011 50% 77,506 3.370:
 

Sub-Total 9,035 510.623 7,722 338.389 169,195 7.356
 

1.918'o.
Slum Up-Grading 28,314 88.231 28.314 88.231 50% 44,116 


Regional Cities
 

Site and Services
 
1. Chieng 4ai 949 53.235 69 36.475 50% 18.240 0.793
 

0.024 0.001
2. Nakhon Sawan 557 0.155 415 0.047 50% 

3. Khon Kaen 578 2.651 474 1.728 50% 0.864 0.038
 
4. Chantaburi 521 0.085 420 0.037 50% 0.019 0.001
 

0.681
5.- Songkhla 581 j8.626 553 31.346 50% 15.673 


1.514
Sub-total 3ol86 94.752 2v531 69.633 34.820 


40535 693.606 38,567 496.253 248.1*31 10.788
Total 


Notes: Low Income Levels
 
Bangkok " - Daht 6,500
 
Regional Cities - Daht 5,000
 

*Revised - See next page
 



TABLE D-2: ESTIMATES OF NHA PROJECTS COSTS tLIGIBLE FOR REIMBURSEMENT
 

(Unit : Million baht)
 

S30 - b% bO% - 50% 
Projects 	 of Eligible of Eligible
 

Cost Cost
 

1. Lad Krabang 	 46.503 77.506
 

2. P'ng Plee.. 	 55.013' 91.689 

3. Chiang Mal 	 18.240 18.240
 

4. Songkhla 	 15.673 15.119
 

5. "Khon Kaen. 	 0.865 0.865
 

6. Nakorn Sawan 	 0.024 0,024
 

7. Chantaburi 	 0.019 0.019
 

Sub-Total 136.337 203.462
 
($6,236,000) ($8,846,000)
 

8. Slum Up-Grading 44.1!6 .44.116
 

Total 180.453 247.578
 
($7,846,000) ($10,764,000)
 



TABLE D-3:- ESTIMATE:,CASH REQUIREMENT FRM HG LOAN
 

Description 


Bangkok
 

1. Bangplee-Bangbor 


2. Lad Kabang 


Sub-Total 


Regional Cities 

1. Chieng Mai 


2. Songkhla 


3. Khon Kaen 


4. Nakorn Sawan 


5. Chantaburi 


Sub-Total 


Total 


+Slum Upgrading 

1984 1985 


168.438 91.054 


504950.149 


218.587 


8.518 


2.292 


16.740' 


19.835 


.14.577 


61.962 


280.549 


$12.2 


91.054 


-

-

13.908 


3.315 


20.222 


37.445 


128.499 


$5.6
 

'(Unit.
Million Baht)
 

Baht ' Dollar 

259.492 11.282
 

2.180
 

309.641 13.462
 

8.518 0.370
 

2.292 0.099 

30.648 1.333
 

23.150 1.007
 

34.799 1.513
 

99.407 4.322 

409.048 17.784
 

54 



ANNEX E
 

lHA Hou1sinG . evelcippn!j Planr j 

1. f8ackground and Policy 'Guidelines.
 

Based on exnerience of NHA'S implementation of welfare housing
 

programmes it is clear that government subsidy will always be for the 

lifting up of the low income earners' housing attainment standard. 

There 'are frequent constraints of subsidy quantity causes the programme 

to be reduced; moreover the problems of.controlling the subsidy to be
 

beneficial to low income earners' housing (especially hire purchase
 

projects-where it.is frequently found that rights are sold) has also
 

to be solved. Along with some other additional experiences, NHA has 

to improve the guidelines for the housing development policy emphasizing 

the dweller's suif dependence concerning.land and housing and public services
 

within the project area, while the government will share a role in developing
 

what its duty is required to do, i.e., public facilities development
 

Suc=h schools,.health centers, etc., and off site infrastructure, such 

as connecting roads, electricity sTstiims, etc. The self-financed project 

will enable NHA to stand on its own without depending on direct govern

ment subsidy in the future which will be in compliance with the 

objectives of the Fifth Economic and Social Development Plan and the 

present government policy._ 

Therefore, generl guidelines for implementation of housing 

development during 1984 - 1986 are determined to be as follows: 

1.1 NHA will develop housing in the territory of the Bangkok 

Metropolis where the expansion rate and housing requirements are high, 

complying with landuse and location of employment opportunities as 

determined in the Metropolitan Plan,. mainly for low income earners 

(Metropolitan'Housing Tzoject), and i.long with ioplemnentation of new 

housing projects NHA will also improve slum communities. 



-2

1.2 t.HA will extend housing development to provincial towns
 

(Provincial Housing. Project) to comply with plans of principal and 

subordinate town development including other towns having a high housinp 

requirement. 

1.3 JHA-will cooperate with local government agencies to 

implement conge'sted community improvement in provincial township areas, 

having the concept that NHA will provide technical support and the 

local agencies will practice the improvement. 

1.4 NHA will develop the rental units project specifically
 

when NHA is required by government policy to specially implement in "terms
 

of state welfare.
 

L.5 NHA will allow domestic financial institutions, such as 

the Government Housing Bank, to share a role in aspects of capital mobi

lization and,extending long term credit to NHA houase purchasers nd Iin 

this connection, NHA bas an agreement with the Government Housing Bank 

as shown in the Bank's policy guidelines submitted to the Ministry 

of Finance. 

1.6 NRA will promote clean industry and servicing industrial 

sources in community housing areas including support to create a source
 

of employment in congested communities.
 

1.7 Nhk will implement the necessary steps to transfer to
 

local government agencies which have direct duties to maintain community
 

facilities.
 

.
1.8 NK will implement a land banking programme to store an 

adequate quantity of land for developing projects for this program and 

Llso.for project expansion in the future. 
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1:9 NHA will offer technical financial and other supports to 

both government agencies and private en.terprise in order to increase 

housing development expansion. 

1.10 	 NHA will study, within the time soan of this program, 

to seekproblems concerning dwelling places in rural areas' in order 

help solve those problems.ways. how NHA can 

2. Income Level and Construction Proportion in Housing Project. 

Determination of income level wiA1 be based on percentile
 

distribution defining that a household having income lower than the
 
th
 

average percentile (S0 percentile) are low income 	earners and for
 

is higher than that level will be classified arthose whose income 


and high income earners respectively.
medium income earners 

The target group at each income level and construction proportion 

are shown in the following table.
 



-4

1nfrn Level and Contructzop Proportion .in the Year :Q8'. 

(3)(1) 	 (2)
l Construction 

, Group Income Leve. 1Prcet
Location Tkrg 	 Proportion" ht/Moth(Symbol) 

20
10-20
3, 800-5,000LO, (A)Bangkok 

w5,0 	 6,500 21-35 20etropolis 30
 

Low (C) .,501-9,000 36-50 


20
51-70
9,001-12,000
Medium (D) 

71 and up 10
12,000 and up
High 	(E) 


20
20-30
3,000-3,500
Low (A)
Regional 
 20
31-40
3,0501-4,500
Low (B)
Cities 
 30.
41-50
4,501-5,500
Low.(C) 
 20
51-70
5,.501-8,000 .Medium (D) 

High (E) 8,000 and up 71 and up 10
 

incomeyear according 	 to housebold 
Remarks: (1) 	ChangeS every fiscal 


distribution fact.
 

(2) Target group level, determined by percentile, 
will be
 

steady throughout the program time span. 

(3) 	Construction proportion in each 
project may be changed
 

from what is determined fror, the housing market study.
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3. NHA Implemen-tation Program (194 - 1986) 

NHA implCpentation program during 1984 - 1986 are determined
 

by the resource; thit NHA can procure, 'i.e., quantity of suitable
 

land, capital, existing personel and ad:ninistration capacity, etc.
 

During the 3 years period for. public housing scheme, NHA has 

-planned todevelop a total of 25,500 units of sites and services schemes 

in the territory of 'Bangkok and 4,.500 units in the provincial areas 

(300 units for a province totally 15 province). In addition, a total 

of 18,000 slu families will be in the -improvement scheme. 

In-the rural areas, the NM at this stage has not have the 

.capacity'..to implement the rural housing scheme yet, therefore during 

this 3 years plan will be the preparation stage for HA. "NHA has 

set up the operation plan as follows:

1. NH will study the rural housing in terms of quantity,
 

quality, problems related to housing, capacity and affordability of 

people in rural areas through out the whole country. 

2, NM,will develop some demonstration project both in existing
 

settlement and planned settlement, in order to find the appropriate 

tolution for the rural housing development.
 

3. Lastly, NHA will set up the rural housing policy, imple

iuentation program for the next 3 years plan.
 



The. target units will .be -developed during 198 can be 

summarized as follows:

1. Sites and Services Project in '!'Bangko ) 

25,500 unitsMetropoli-s. 

Services Project', 3n2, Sites and 

4,500 unitsRegional Cities. 


1 5,000 units3. Slum Improvement' in Bangkok 

16,500 units4* Housing for Government Employee 

50 million baht
5. Rural Housing (Demonstration) 


6. Special Projects (investment) 1;000-2,000 million baht. 
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Investment Cost Required
 

To achieve the development target, NHA' required 6,161.3 million,
 

'fromthe gov't subsidies
come
baht of which 758.1 million baht will 


while the less 5,403.2 million baht will Come from NHA budgetary sources.
 

,tt!dinvetmenlt cost.can.be 	summarized as follows:

projectS JnvesCO-t N ItsourcesGov'? subsidies 

Housing CommunitIeS in BMA 

in Regional Citie.S 

43,2'3 

524.5 

3881.1-

4725 

431. 2 

52.4 

Stum Upgrading 274.5 . 274.5 

Special P-ojects 10000. 1000.0 -

Rural Housing 50.0 50.0 

Total 6161.3 54030.2 758.1 

Subsidization princ les.
 

1. 	 For housing community in'BMA and in regional cities, the 

of off site infrastructuresubsidize the investmentgovernment fully 
of 10% of the totalnot exceed an amountand on-site facilities which is 

budget,
 

gov't will fully subsidize2. For slum.upgrading sc-hene, the 

the NHA.
of physical upgrading through

all investment: cost 

3.,, NHA,will utilize all investment cost of special projects 

froM it. own sources. 

rural 'housing projects will comefor4. investment cost 

' from ,grant.
 

http:cost.can.be


Sources of funds
 

by NWA 'will "come from ,variouslnvestment fund responsibled 

sources as follows.
 

- Ditrral'Loan (IBRVP, AD.USI)2,800 m.B. 

- External Grant 50 

-Internal Loan 1,492.4 

- Down Payment 1,060.8 



ANNEX F 

FINANCIAL ANALYSIS
 

The financial pian for NHA's 1979-84 and 1984-86 development 
programs, including the use of HG resources, is summarized in Section II, 
above, of this Project Memorandum. This analysis provides.more detailed 
analysis of the financial plan. 

A. 1979-84 ,Program 

The total cost of this program is $101 million, comprised of 
$75 million for the two new town projects, $15 million for the five 
regional cities projects and $11 million for slum upgrading. 

Table F-i shows the costs by project and the planned major 
sources of funds. The footnotes explain why total sources exceed total 
cost by $5 million. Primarily, it is because NHA in 1979 did not plan to 
use HG resources for slum'upgrading, but in 1980 it had decided to do 
so. The effect is to reduce the need for other sources of funds for the 
overall program. 

Table F-2 shows HG eligible cost estimates for tr.e 1979-84 
projects. Remaining project costs of $70.7 million include an estimated 
maximum of $40.9 million of eligible costs. 50% of this amount, which is 
the maximum proportion of costs chargeable to HG loans, would be $20.45 
million. However, as the notes to the tables explain, some types of 
housing in the Bang Plee new town project may turn out to be unaffordable 
by the lower-income households, thus reducing the estimate of eligible 
charges to roughly $16.5 million. 

B. 1984-86 Program 

The capital investment cost of this program is $268 million. 
The second page of Table F-3 shows this projected cost by year. This 
table also indicates the estimates of cash receivables by year, including 
$35 million in HG resources. NHA is showing this amount because when 
this new program was prepared, only $15 million of the $50 million was 
allocated to the 1979-84 program. The determination of HG funding of 
this program beyond 1987 should be based on the planned 1986 evaluation 
of NHA's overall policies, programs and performance. 

Total eligible cost is estimated to be $126 million for sites 
and services projects. This estimate assumed 70' of the houses will be 
affordable by lower-income households and 60% of total costs will be 
attributable to providing shelter and shares of related facilities to 
these households. In addition, there are $12 million of eligible costs 
for slum upgrading projects. 



ANNEX F
 

FINANCIAL ANALYSIS
 

The financial plan for NHA's 1979-84 and 1984-86 development 
programs, including the use of HG resources, is summarized in Section II, 
above, of this Project Memorandum. This analysis provides more detailed 
analysis of the financial plan. 

A. 1979-84 Program
 

The total cost of this program is $101 million, comprised of 
$75 million for the two new town projects, $15 million for the five 
regional cities projects and $11 million for slum upgrading. 

Table F-i shows the costs by project and the planned major 
sources of funds. The footnotes explain why total sources exceed total 
cost by $5 million. Primarily, it is because NHA in 1979 did not plan to 
use HG resources for slum upgrading, but in 1980 it had decided to do 
so. The effect is to reduce the need for other sources of funds for the 
overall program. 

Table F-2 shows HG eligible cost estimates for the 1979-84 
projects. Remaining project costs of $70.7 million include an estimated 
maximum of $40.9 million of eligible costs. 50% of this amount, which is 
the maaximum'proportion of costs chargeable to HG loans, would be $20.45 
million. However, as the notes to the tables explain, some types of 
housing in the Bang Plee new town project may turn out to be unaffordable 
by the lower-income households, thus reducing the estimate of eligible 
charges to roughly $16.5 million. 

B. 1984-86 Program 

The capital inves.tment cost of this program is $-268 million. 
The second page of Table F-3 shows this projected cost by year. This 
table also indicates the estimates of cash receivables by year, including 
$35 million in HG resources. ,JHA is showing this amount because when 
this new program was prepared, only $15 million of the $50 million was 
allocated to the 1979-84 program. The determination of HG funding of 
this program beyond 1987 should be based on the planned 1986 evaluation 
of.NHA's overall policies, programs and performance. 

Total eligible cost is estimated to be $126 million for sites 
and services projects. This estimate assumed 700 of the houses will be 
affordable by lower-income households and 601 of total costs will be 
attributable to providing shelter and shares of related facilities to 
these households. In addition, there are $12 million of eligible costs 
for slum upgrading projects. 



TABLE F-I
 

Planned Sources ofFunds for the NIIA 1979-84 Development Program 
As of Implementati1on Agreement Date (Aug. 5, 1980) 

Projects 	 Project Government2 IORD 22 AD02 AID/HG2 Other3
 

Cost Grant
 

($000) 

Bang Plee phase 1 51,415 8,869 - 20,000 -3,535 DI1 

Lad Krabang 23,536 291 13,375 - 2,592- 278, 

Chiengmai 4,030 30 2,310 - 1,174 516 

Songkhl a 2,522 74 ,95 - 837 16 

Hakorn Sawan 2176513. 1,600 - 7921 360 

Khon Kaen, 2,757 7 1.600- 792 358 

Chantaburi 2,52 7 1595 - 792 358 

Technical Assistance 330, - 80 - 250 -

Slum Up-Grading4 11,052 6,469 : 5,270 4,475. 

Total 	 101,159 15,760 27,"425 20,000-. 15,250:- 27,897: 



Notes to Table F-1: 

1. Project Cost and Government Grant amounts are converted from 
Baht to dollars at Baht 23=U.S. $1.00.
 

2. 	IBRD, ADB and Governmen't Grant sources of funds by projects are 
according to NHA's Accelerated Development Plan, 1979-82, as 
approved by Cabinet October 3, 19/8. HG allocation is according 
to the Implementation Agreement, August 5, 1980. 

3. 	"Other" sources of funds are the balances needed after the four 
specific ;sources. The devaluation of 15% in 1981 increased the 
baht value of foreign loans by 15t, thereby reducing the funds 
required from other sources. 

4. 	 Sources for Slum Upgrading exceed estimated cost by $5,162,00 
because (a) in the original planned sources of funds, no HG
 
resources wereused for this purpose and (b)the 15% greater
 
value of the dollar loans.
 

. ..
 



Table F-2 IN 

NHA 1979-84 PROGRA4 COSTS BEFORE AND AFTER FIRST !!G LOAN DISBURSEMENT 3/ 

--Cost T rough Oct. 31, 1903 

'I|' 50% of Remaining HG 50% ofTotal Low Cost Low Cost. Total 

% of Total Project Actual Cost Eligible Eligible Project Eligible Eligible


Description Housing Housing 

Units Units 1/ Cost 2/ Cost 4/ Cost Cost Cost 5/ Cost
 

(Appro7,.)
 
........ '.. ..($0"00)
 

gkok
 

5,205 4,762 91% 51,415 13,309 7,972 3,986 38,106 -22,560 11,280

e and Services 

Bangplee 3,830 -2,960 77% 23,536 .8,892 60740 3,370 14,644 4,360 6/ 2,180
 

7,722 85%. 74951 22,201 14,712 7,356 52.780 26,924 13.462Sub-Total 9,035 

100% 11, 052 3,836 :-3,836' 1,918 7,216 7,216 3,608
 
m Up-Grading 28,314 28,314 


rional Zd1ties
 

;e and Services
 
70% 4,030 2,315 1-0486 .793 1,715 740 370


Chiang Mai 949 669 

1 2,758 2,014 -1,007
75% 2,765 7 - 2
Nakhon Sawan 557 415 


2,642 1,849 7/ 925
578 474 82% 2,757 115 : 75 38 962
Khon Kaen 2,752 4 :2 1 2,748 1,924 T/
Chantaburi 521 420 81% 

198 T/ 99
 

.1$679
581 553 95% 2,522 1,315 657- 843
Songkhla 


Sub-Total 3,186 "2,531 79% 14,826 4,120 3,023 1,490 10,706 6,725 3,363
 

TOTAL 40,535 38,567 95% 100,829 30,157 21,576 -10,764- 70,672 40,865 20,433
 



Notes to Table F-2"
 

I. Low-Cost Housing Units are those affordable by households below the
 
median income (i.e., Bhat 6,500 in Bangkok and Bhat 5,000 in regional
 
cities in 1983).
 

2. House prices wer6 estimated inlate 1983. Based on income
 
estimates, HG eligible house price maximums were set at Baht 150,000
 
for Bangkok and Baht 100,000 for regional cities. NHA sets house
 
prices when all costs are actual, I.e.-, when construction is
 
completed.
 

3. NHA borrowed $10 million on November 30, 1983 based on 50% of
 
eligible costs through October 31, 1983.
 

4. HG eligible costs through October 31, 1983 are calculated by the 
actual detailed costs of each project which directly benefit 
low-income households, include proportionate shares of the costs of 
land, infrastructure, community facilities, and overhead and the 
construction costs of the core houses affordable by the lower-income 
households. 

5. Estimates of f'Jture eligible costs were calculated using the same 
criteria, but the estimates are rough approximations only. Revised 
estimates will be made before each. disbursement. 

6 	 Eligible costs for the Bang Plee new town may be revised downward 
substantially when the Phase One core houses are completed and 
revised estimates of affordability are made. If the 768 duplex units 
of type D housing become not affordable by lower-income households, 
low cost units drop from 91% to 77' of the total. In this event, 
remaining eligible costs would decrease approximately 15%, or from 
$22.6 million to $19.2 million. Should even the 832 type C units not 
bd affordable, only 61% of total units would be eligible and eligible 
costs would decrease one-third to $15.1 million. Inthis event, HG 
funding of 50% of eligible costs would drop from $11.3 million to 
$7.5 million for Bang Plee. 

7. There may be similar-downward adjustments in the last three regional
 
cities projects, but the dollar amounts are small.
 



ANNEX F-2
 

The plan is to allow NHA to borrow HG funds as eligible costs 
are in6urred. Thus, HG resources are likely to finance the completion of 
the earliest projects (mostly regional cities projects) and land 
acquisition for all projects. '.Although all 12 Bangkok area sites and 
services projects qualify for HG funding, priority will be given to the 
cooperative housing and private sector joint venture projects. 

Table F-4 shows the annual costs of each project. The $913,000 
land costs in 1984 is included in 1985 estimates. Although "these 
estimates were prepared by the 14HA Finance Department in March 1984, it 
is likely that actual costs will be deferred because of delays in land 
acquisition, project design and tendering for initial projects. 

The total costs shown on Table F-4 are 40% more than the costs 
shown on Table 4 because the cost estimates in the RTG approved program 
were prepared in 1981 (with cost contingencies), while the projections in 
Table F-4 were prepared by NHA in March 1984 at the request of the 
RHUDO. The substantial difference is caused by the fact that these 
projects have all been delayed two years (i.e., beginning in 1984 instead 
of 1982). In addition, three regional cities projects have been added, 
thus the total cost difference is 45%. 

It is likely that the cost estimates in the Master Program Delivery
 
Plan which NHA will submit to AID will be closer to the Table F-4
 
estimates than the original estimates shown on Table 4. Some
 
implications of this are:
 

1. Financing from HG resources, ADB and IBRD will derrease as a
 
share of NHA total program cost from 50%"to 35% unless these loan amounts*
 
are increased (both IBRD and ADB are contemplating 15% increases from
 
their original loan estimates, i.e., $52 to 60 million and $35 to $40
 
million, respectively).
 

2. The addition of three regional cities projects (Phjtsanulok,
 
Hadd Yai and Phuket) increases the regional cities share of housing units 
in the 1979-86 sites and services program from 18.2% to 20.0%. The share 
is important because NHA had agreed with AID that no less than 15% of the 
NHA 1979-82 Investment Program and 20% of the proposed $50 million HG 
resources are planned for the secondary cities. While 26.1% of housing 
units in the 1979-82 program are outside Bangkok, only 16.7% of estimated 
costs are. This cost difference is because of the high non-housing 
costs of the Bangkok area new town projects, not a shift in emphasis by 
NHA. As for the stipulation that.no less than 20% of HG resources be 
devoted to secondary cities projects, this is readily controlled by AIb's 
acceptance of various eligible costs, since the $50 million in HG 
resources is only 25% of the estimated $200 million in eligible costs. 

(0x
 



3. These additional costs may.or may not be affordable by the 
target groups. While incomes had been increasing an average of 15% a 
year from 1979 to 1982, between 1982 and 1983 the average increase 
apparently was small. Thus, affordability considerations will need to be 
assessed very chrefully as the 1984-86 projects are designed and 
implemented and HG el.igible costs are estimated. 

These important implications have been discussed with NHA. There is 
an understanding that NHA will endeavor to implement these new projects 
as rapidly as possible to compensate for some of the two year delay.
Some land acquisition and design work was undertaken in these two years,
but overall the progi-am is two years behi.nd at the outset. 
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TABLE F-3
 
NHA 1984-86 Development Program


Cash Flow 1984-88
 

Fstimates of Cash Receivable
 
Downpayments 


Amount Receivable from Financial
 
Institutions(cash sales proceeds) 


Hire-Purchase Payments 


Investment Supporting Funds, 10% 

Grant for congested community 
Improvement, 100% 

Grant for Rural Project, 100% 


IBRD Loan Phase li 


ADB Loan Phase IT. 


AID lIG Loan Phase II 


Other Loans (sources unidentified) 


Total' 


Estimates of Cash Payable
 
Investment Capital 


Loan Interest Payment 


,Principal Repayment 

Total 

Cash Receivable Being Greater (smaller)
 
Than Cash Payable: 


Outstandi ng Balance 

Total 


35.1 


28.0 


45.5 


21.0 


11.9 


2.2 


52.2 


34.8 


34.8 


64,9 


330.3 


267.9 


35.3 


20.7 


6.4 


1984.. 


0.5 


3.4 


0.9 


1.5 


1.1 


1.1, 


9.3 


11.8 


17.6 


-- .. 
7.6 


0.03 


0.03 

1986 6 1987 . 9--i 
(millions o. dollars) 

1.7 	 10.3 13.3 9.8
 

5.5 	 8.4 14.0
 

0.5 2.9 14.6 27.7
 

4.8 	 7.6 *6.7 1.4
 

4.0 	 4.5
 

0.9 	 0.4
 

15.7 	 24.8 10.2 -

10.6 	 17.8 5,9 . .
 

10.6 	 17.8 5.9 -

13.5 	 15.7 26.5 -

61.8 	 109.0 9/.0 -38.8 

65.8 	 103.2 66.8 14.2
 

1.6 	 5.8 15.1 12.8
 

-- 9.3 11.4
 
67.5 	 *109.0 91.2 38.4 

0.3 (0.01) 5.7 0.4
 

0.4 0.3 6.1 -. 1 



- -

- -

- -
- -

and Slum Upgrading Projects, 1985-B8
 

PROJECT
 

Sites and Services
 
Bangkok Area
 
1. Smutprakarn 

2. Nonthaburi 

3. Bangkhen 1 

4. Bangkhen 2 

5. Rajaburana 

6. Pasi-charoen 

7. Lard Krabung.2 

8. Rangsit .2 
9. Phra Pradang' 


10. Taling Chan 

11. Bang Kroul 

12. Bang Na 2 


Sub Total 


Regional Cities
 
1 Nakhon Pathom 

2. Pataya 

3. Nakhon Ratchasima 

4. Lampang 
5. Ratchaburi 

6. Phitsanulok 
7. Ayuthaya 

8. Nakhon Sri Thamarat 
9. Samutsakhon 

10. Haad Yai 

11. Lamphun 

12. Yala 

13. Mzha Sarakham 

14. Lop Buri 
15.. Surat Thani 
16. Phuket 

17. Udon Thani 

18. Ubon Ratchathanl 


Sub Total 


119740, 

15,652 

26,000 

13,000 

20,000 

20,000 

25,000 

25,000 

29,957 

23044 

23,042 

28,801 


261,236 


,680 

2,576 

1,932 

1,680 

1,932 

2,229 

2,229 

2,100 

4,022 

4,022 

2,413 

2,413 

2i413 
2,011 

2,413 

1,609 

2,413 

2,413 


42,550 


Total Sites and Services 303,789 


Slum Upgrading 11,936 
(18,000 families) 

TOTAL* 315,725 

7,220 

9,626 

2,600 

1,300 

2,000 

2,000 

2500 

2,500. 

2,996 

2,304 


-

-

35,046 


1,500 

2,023 

1,517 
1,410 

1,414 

1,745 

1,745 


959 

322 

322 

193 

193 
193 

161 
193 

129 

193 

193 


14,454 


49,500 


.2,984 


52,484 


4,520 

6,026
 

12,389 

6,195 

7,220 

7,220 

6,140 

6,140 


-

-
2,304 

2,880 


61,030 


180 

553 

415 

270 

618 

484 

484 


1,141 
1,913 

19913 

1,029 

1,267 

2,029 

857 

790 

686 


1,267 

1,029 


15,824 


76,853 


2,984 


79,837 


.
 

11,011
 
5,505
 
9,240 1,540
 
9,240 1,540
 
11,550 4,810
 
11,550 4,810
 
16,581 10,380
 
12,755 7,985
 
10,093 10,645
 
12,616 13,305
 

110,141 55,023
 

-
-

-
-

1,787
 
1,787 

1,191 

953 

1,191 -, 

993 
1,430 

794 
953 

1,191 

12,272 

122,413 55,023
 

2,984 2,984
 

125,397 58,007
 

Source: NHA Finance Department, March 1984.
 

NOTE: These costs estimates are greater than the RTG approved program.
 
for 1984-86 because costs have been updated and three additional regional
 
cities projects are included, which have been approved individually. 



C., Slum Upgrading Program 

The- 1979-84 program for slum upgrading in Bangkok cost a total 
of $11.1 million and is resulting in improvements for 28,314 families. 
The 1984-86 program is estimated to cost $11.9 million for 18,000 
families. ' Thus, the combined programs cost $23.0 million and benefit. 
46,314 families. 

Per family, these two programF cost.$392 and $6619. 
respectively. The increase of $269,or 69%, reflects mostly increases in 
construction material and labor'costs over the eight years of these 
programs. Standards have not changed substantially. 

The first HG loan disbursement of $10 million included $1.9 
million for the slum upgrading projects, or 19% of the total. It is 
planned that approximately 20Z of future HG disbursements also will 
benefit families in upgraded slums. Thus, about $5 million of the 
proposed $25 million authorization will be for upgrading projects. 

NHA has been successful in getting the Bangkok Metropolitan 
Administration (BMA) and other institutions to assume direct 
responsibility for the provision of social and economic programs in 
conjunction with the physical upgrading of slums. Thus, NHA in the 
1984-86 program will concentrate on physical improvements. The types of 
improvements will include:
 

-drai nage/fl ood protection
 

-water supply
 

-sanitation
 

-electricity 

-walkways
 

-trash collection receptacles 

-fire protection systems 

-colnunity facilities
 

In additicn, NHA arranges for secure tenure (ownership or long-te'n 
lease), comunity organization and, in some cases, home improvemeni 
programs.
 

The RTG grjants NHA 100% of the cost of the slum ,_,pgradiny. 
Costs are not recovered by NHA directly, but are partially recovered by 
user fees and tax increases. 
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D. HG Loan Summary Anlysis 

In broad prespective, the HG program of $50 million approved in 
1979 fits intb NHA's 1979-86 sites and services and slum upgrading 
programs as follows:
 

(millions)
 

Total program costs $368.6 

HG. eligible costs 200.4 

50D of eligible costs. 100.2 
(i.e., potential HG loan total) 

Total HG Loans programed by NHA 62.6 

Total HG Loans approved by AID 50.0 

Authorized to date 15.0 

Requested authorization 25.0 

Bal ance 10,0 

Table E-5.shows these estimates by year and program.
 

It is not proposed that more than $50 million in HG resources be
 
approved and authorized for NHA, although estimated eligible costs would 
support up to $100 million under existing cost eligibility criteria. In 
fact, authorization of the remaining $10 million will only be requested 
if NHA's performance in the next two years so warrants.
 

The key reasons for not increasing the HG resource for NHA are:
 

1. NHA has demonstrated that it can borrow required capital 
from other international donors and commercial sources. 

2. RTG and NHA housing policies and their implementation are 
now largely satifactory. Thus, beyond getting the private sector 
directly involved in providing low-cost housing, there is little to 
leverage by additional HG resources.
 

3. Efforts are being made to program future HG resources to 
other RTG institutions, e.g., the tovernment Housing Bank and Provincial 
Waterworks Authority, in order to maximize policy leverage and 
beneficiary impacts.
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TABLE F-5
 

SUMMARY OF NHA PROGRAM COSTS, 
HG IBLE,'CQS AND NHA7ETMTES 
OF HG LOAN REQUIREMENTS, 1979-88 

Fiscal Years I/

1919- ,

1983 2/ 1984 1985 1986 1987 1988 Total 
.... Dolars) 

NHA Program Cost 

1979-84 Program 30.2 50.6 20.0 - - - 100.8 

1984-86 Program - 17.6 65.8 103.2 66.8 14.2 267.8 

Sub-Total 30.2 68.2 85.8 103.2 66.8 14.2 368.6 

HG Eligible Cost 

1979-84 Program 21.6 28.0 12.8 - - 62.4 

1984-86 Program - 9.0 34.0 54.0 34.0 7.0 138.0 

Sub-Total 21.6 37,0. 46.8 54.0 34.0 7.0 200.4 

501 of Eligibl e Cost 

1979-84 Program 10.8 1.4.0 6.4 - - - 31.2 

1984-86 Program - 4.5 17.0 27.0 i7.0 3.5 69.0 

Sub-Total 10.8" 18.5 23.4 27.0 17.0 3.5 100.2 

NHA Estimates of 
HG Loan Requirements 

1979-84 Program 10.0 12.2 5.6 - - 27.8 

1984-86 Program - 1.1 10.6 17.8 5.9 - 34.8 

Sub-Total 10.0 3".3 16.2 17.8 5.9 - 62.6. 

TOTAL AID APPROVED (1979 PP) 

1/ RTG Fiscal Year is same as U.S., Oct-Sept. 
/ 1983 costs are through October 31 for purpc..s of first loan 

- disbursement 

50.00 



ANNEX G
 

Unofficial Translation of Thailand
 
National Housing Policy
 

(Submitted by NESDB to Cabinet
 
in March 1983. Approved October 1983)
 



National Policy on Housing 

1. Background
 

The National Economic and Social Development Board and other 
agencies .(National Housing Policy Sub-Corrittee) drafted a national 
housing policy as part of the Fifth National Economic and Social 
Development Plan (1982-1986). This policy paper had been drafted by 
Subcommittee on Housing Policy under the NESDB and will be submitted to 
the Cabinet for approval as the national policy.
 

*2. Housing DeVelopment Policy
 

General Policy 

2.1 The government shall improve the quality of life under 
community development programs in terms of physical, economic and social 
development. 

2.2 The government will support public participation through 
the community organization and will provide public services to the 
communities, including both social and economic aspects such as income 
enhancement programs. 

Construction Policy
 

2.3 The government will support housing construction at modest
 
"standards, neighborhood improvement and slum upgrading programs in order
 
to decrease the housing problems of the poor people within the urban area 
as a priority objective. 

2.4 The government will provide housing development in 
conjunction with industrial development to the provincial areas away from 
the Bangkok Metropolis.
 

2.5 The government will encourage private developers to provide 
appropriate housing for people of every income group as required.
 

2.6 Building material research and appropriate technology 
experiments for rural housing construction will be promoted. 

Financial Policy 

2.7 The government will mobilize local savings for housing 
investment within the country through existing financial institutions and 
the capital market that will be established. 

2.8 Th. government Housing Bank will be the wholesaler of 
housing finance to NHA and private developers. 
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2.9 The government will encourage the Insurance Companies, the

Government Proyident Fund as well as Financiers to provide housing loan 
to the poor people through the Government Housing Bank or Credit Fon:iers. 

2.10 The government will increase the provision of long-term
credit for housing for low-income families not only in the capital cities 
but also in the provinces. 

2.11 The government will provide financial links between savings
institutions, i.e., money market and capital market, and those that 
provide housing in order to increase housing loans.
 

2.12 The government will support and improve housing

cooperatives or saving and loan institutions as instruments of housing
finance for the low-income families.
 

Organizations and Coordination.
 

2.13 The Subcommittee for National Housing Policy under the 
NESDB, established by the Cabinet, will be the linkage between housing

policy formulation and implementation including solving any problems
 
concerning financial or technical problems.
 

2.14 To support housing development the government will expand
infrastructure and facilities networks in accordance with urban land 
development programs stated in the Fifth National Plan. 

2.15 Agencies responsible fOi infrastructure development public
services as well as housing will closely and effectively coordinate Under
control of the Committee for Public Facilities and Infrastructure 
Coordination of the Ministry of Interior.
 

Other policy concerns
 

2.16 The government will promulgate the use of the" Comprehensive
Plan Act and Government Gazette on Specific Plan in Bangkok Metropolis as 
a basis to implement the urban development program, especially land use. 

2.17 The government will improve laws and regulations in order 
to prevent land speculation.
 

2.18 Within Business and Industrial area, the government will 
provide adequate affordable housings for workers of every income group. 

2.19 The government will encourage the development of housing in
accordance with the development of jobs in both public and private
schemes in order to solve transportation problems. 

2.20 The government will promote housing and land ownership to 
the people, especially for low-income families.
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ANNUEU-3 

3. Specific Policy for the National Housing Authority 

Construction Policy:
 

3.1 NHA will develop housing communities on a self-financing 
basis. Government subsidies will be allocated for construction of 
infrastructure such as main roads, water supply systems, sewerage 
'systems, electricity systems etc. through the NHA and other government 
agencies concerned.
 

3.2 The government will,fully subsidize the slum improvement 
programs for the'physical improvement and' will partly subsidize economic 
and social improvdments, including land tenure consolidation through NHA. 

Financial Policy
 

3.3 Most NHA activities will be financed from local loans and 
only part from external loans. 

3.4 To develop public housing program, NHA will determine its 
investments based on affordability, cross subsidization and cost recover) 
principles.
 

3.5 The rent and hire-purchase schemes should be flexibile, duc 
to the economic growth.
 

Coordinations and Organization
 

3.6 The government will encourage BMA and Local Authorities to
 
participate in execution and maintenance of the infrastructure systems
 
within NHA housng communities, including participation in socio-economic 
programs in slum improvement schemes.
 

3.7 With Industrial Estates, the Industrial Esta:te Authority oi 
Thailand will sell a part of land at original cost to NHA for developing 
public housing for the workers.
 

Other Policy Concerns
 

3.8 NHA will supply adequate land for its housing programs in 
the future by usage of Land Acquisition Process, Land Banking Mechanism 
and *Einent Domain power under WHA Establishing Law. 

3.9 In housing communities, UHA will provide a part of the
 
project for the promotion of small business and industries programs for
 
the purpose of income enhancement.
 

3.10 NHA will improve its management capacities to support its
 
.own programs as well as its private partnership programs.
 



4. 	Specific Policy for the Government Housing Bank
 

Fund Mobilization Policy
 

4.1 The Government Housing Bank is the principal government

institutibn for long-term housing finance.
 

4.2 The 	 government and other fiDancial institutions willmobilize 	long-term loans within the country or from external sources for 
the Government Housing Bank.
 

4.3 The government will encourage Insurance Companies and

Government Provident Fund to invest in the Government Housing Bank.
 

Credit Policy
 

4.4 The Government Housing Bank will provide long-term -credit 
for housing finance. 

4.5 The 	 interest rate will be not much different than the 
market rate.
 

4.6 The Government Housing Bank will provide long-term credit 
to private developers, both directly and through appropriate finance 
institutions, 

4.7 The Government Housing Bank will provide long-term credit 
to NIHA's, clients to support housing deve'lopment. 

Other policy concerns
I 

4.8 The GHB will have a study made to improve its management 
and organization so it can expand its housing finance function.
 

4.9 The GHB will promote personal savings investment in GHB as
 
a source of housing finance capital.
 



ANNEX G-5
 

Housing Pol-icy Report
 

Summary of Attachment 1 

Ways of 'Implementing the' General Policies (Paragraph 3,1) 

Attachment 1.1. : Paragraph 3.1.1-.: Policies on developing the 
quality of life. 

Paragraph 3.1.2.: Construction policies.
 

Attachment 1.2. : Paragraph 3.1.3.: Financial policies.
 

Attachment 1.3. : Paragraph 3.1.4.: Policies on organizations and
 
work coordi nation.
 

Attachment 1.4. : Paragraph 3.1.5.: Other policies necessary in
 
developing housing. 

Attachment 1.1 

3.1.1. Policies on developing the quality of life:
 

I. Developing housing must be done in conjunction with developing 
thp qtality of life-of the people in the various communities. Therefore, 
besides building new housing or improving the existing housing, essential 
social welfare services or related services that will help incrase the 
incomes of the people in the communities and improve social living 
conditions must be provided. Also, they must be given help so that they 
can join together to form communities for benefit in future related 
develop;,opnt (activities). 

2. The formation of organizations of the people in, the communities 
should receive official approval and support from government units so 
that these organizations can serve as the official representatives of the 
communities in order to facilitate making contact and carrying on 
activities. 

3.1.2. Construction policies:
 

1. -The National Housing Authority must serve as the state's 
representative in cooperating and coordinating things with the private
 
sector in order to carry out things in accord with this policy.
 

2. The National Research Council, the Ministry of Science, 
Technology and Energy and the National Housing Authority should conduct 
research studies 'or tests on usisng the natural materials that exist in
 
the localities that are suitable for construction. Technological
 
improvements that are suitable and economical should be made in order to
 
disseminate them to the people in the rural areas so that low-income
 
people have nice, affordable places to live. 



3. The National Housing Authority must conduct studies and make 
recommendations on revising those laws and regulations that make it 
difficult to carry on housing construction activities, both by the 
private sector and by the National Housing Authority. 

Attachment 1.2.
 

3.1.3. Financial Policies
 

3.1.1. (1) 

1. The Housyin§ Bank should Issue bonds in 6rder to mobilize capital 
from the people add financial institutions. 

2. The mobilization of long-term savings from the various financial 
institutions should be supported, and a way should be found to have the 
financial institutions provide capital to those financial institutions 
that are engaged in carrying on housing activities. 

3. The cormercial banks and other financial institutions must be 
encouraged to take p:rt in providing long-term credit for housing. The 
Housing Bank should serve as the central institution in giving adequate 
long-term credit quickly to the people, particularly the low and 
middle-income people. 

4. Other financial institutions should support the housing finance 
i.';titutions in mobilizing capital. For example, they can put up 
collateral and purchase bonds and various monetary instruments offered by 
the housing finance institutions. These various securities should be 
registered with the securities market. Or a secondary market should be 
created in order to support mobilizing capital in the coming period. 

5. Concerning those financial institutions that are in a position 
to 	extend credit for housing, if the situation is favorable but these
 

a
institutions extend credit for housing at a rate that is i6o low, 

minimum per-ntage should be stipulated for alloting capital for
 
housing. Ur in the case of the life insurance companies, at present they
 
can invest only 15 percent of their assets in the housing sector.
 
Raising this level shjuld be considered.
 

6. In additon to carrying on things in accord with paragraphs I and 
2, the state should consider revising the laws and regulations so that 
they facilitate taking action. 

3.1.3 (2) 

1. The Housing Bank should be made responsible for periodically 
extending housing credit to those who rent and purchase houses from the
 
National Housing Authority based on capabilities and suitability.
 



2. The services of the Savings Bank should be used as a source to 
mobilize' savings froi the people, and savings services should be expanded 
in order to receive long-term credit in purchasing houses in return. 

3. In making long-term foreign loans in order to use the money for 
projects of the National Housing Authority, the Housing Bank should be 
the one that borrows the money. However, when necessary, the National 
Rousing Authority can borrow money directly. 

4. Concerning the activities of the Housing Bank that are carried 
,on' by relying on othe.r financial institutions, it will probably not be 
p'ossIble to carrY on things efficiently. - Thus; the Housing Bank must 
develop 'the activities and improve the structure in mobilizing more 
capital by itself. 

3.1.3. (3) 

1. The Ministry of Commerce should consider allowing the life 
insurance companies to take more long-term loans directly or to invest by 
purchasing securities or the monetary instruments of the Housing Bank and 
housing finance institutions. The securities of monetary instruments of 
the Housing Bank should be considered to be securities that have been 
entrusted as collateral with the life insurance registrars (and) Ministry 
of Conmerce inall cases. 

2. The various provident funds should be required to invest capital
in the securities and/or monetary instruments for housing of the housing 
finance institutions or of the Housing Bank. The minim=n percentage 
should be apporoximately 20 percent of their capital. 

3. The Bank of Thailand should consider setting a policy and 
informing the commercial banks and finance corporations that they will 
have to cooperate in extending longer term credit for housing. Also, tax 
measures should be used to encourage having long-term savip.gs for housing. 

3.1.3. (4)
 

1. The housing finance institutions should be encouraged to improve 
their techniques and methods of giving long-term credit by having 
suitable minimum loans. Loan repayment periods should be longer than 15 
years. And it should be stipulated that the amount repaid each time 
should be allowed to change depending on income levels. which rise, ea.ch 
year.
 

S2. The varioUs financial instituA.ions should be asked to cooperate
 
so they improve the system in appraising the value of assets in taking
 
mortgages so tht things are in accord with reality. Mortgage values
 
should be adjusted so that prices are at least 80 percent of the actual
 
value. Also, loan repayment periods should be extended, especially for
 
people with low incomes, with the financial institutions of the state
 
being the ones to take the initiative (in implementing) this measure.
 

http:savip.gs


3. Support should be given to enable the housing finance

institutions that provide credit to low-income 
people to mobilize capital
for carrying on these activities in accord with the policies of paragraph
3.1.3. (1), (2) and (3).. 

4. The various financial institutions should be encouraged to
expand their housing credit services into more areas. In particular, the
Housing Bank should make plans for expanding services by establishing 
more branches in the various regions. 

3.1.3 (5) 

1. The housing finance institutions should be encouraged to develop
their methods of mobilizing capital by issuing securities and monetary

instruments both on the money market and the capital market. 
 This should
be done using public relations techniques. Also, sales should be
promoted in order to generate interest among investors. 

2. The securities market and the Ministry of Finance should jointly
discuss the matter of taking the securities that have been issued in
order to provide capital services for housing to the people. For 
example, the housing savings bonds issued by the Housing Bank or the
other housing finance institutions are securities that (should be)
registered on the securities market. Also, trading should be promoted
make this popular in order to encourage the issuing of these securities.

to 

3. In carrying on activities, there should be a close link between

the money market and these financial institutions so that all the
 
necessary monetary instruments are issued for the housing capital

activities. These should be issued on both the money market and the
 
capital market. The financial insitutions concerned should provide
 
support. The Government must consider solving the problems and
overcoming the obstacles posed by the stipulations or regulations in 
superiising the activities concerned.
 

4. The Bank of Thailand should support having the financial 
institutions bolster the short-term liquidity of the financial 
institutions that providecredit for housing by holding the house 
mortgages of the people as collateral security.
 

3.1.3. (6) 

1. Based on studies on the system of housing cooperatives that have
been 'formed, it can be said that the obstacles facing the housing
cooperatives have to do with administration. And the amount of money
mobilized is still below the standard. Thus, things must be studied in
detail in order to revise the regulations that po:;e obstacles. This must
be done in order tc open up a way for those with savings to join in 
investing capital more widespreadly and to enable these institutions to
obtain more capital from outside than is preseftly the case. 
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2. The state must quickly introduce the cooperative system to the 
people in general. This must be done in order to attract the various 
sources of capital that are now outside the system so that they form a 
source of capital. And this will make it possible to stipulate the 
objectives in using the resources correctly in accord with the state's 
policies. 

3. The state should stipulate medium or long-term investment 
measures in accord with international models. For example, it should 
promote the system of taking second mortgages and registering
preferential rights in "caking mortgages. (It should) improve the way 
assets are appraised s0 that this is donefairly.' It should ensure the 
savings of the people in the housing financeinstitutions up to a 
suitable amount and establish central institutions of the !tate in 
bolstering the liquidity of the housing finance institutions. The reason 
for this is that developing housing is a primary factor in measuring the 
people's standard of living and in developing the country's economic 
system. 

Attachment 1.3
 

3,1.4 Policies on organizations and work coordination: 

1. This subcommittee on housing policies will periodically collect 
data on the development of housing from the Housing Technology Center, 
the 'National" Housing Authority and the various institutions concerned in 
order to study the data. The subcommittee will just make recommendations 
on ways to solve the various problems. The decisions will be made by the 
S.S.C. (expansion unknown) committee and the cabinet.
 

2. To improve the public utilities system, things must be done 
systematically and there must be clear plans. The public utility policy, 
planning and activity coordination committee must coordinate the work and 
supervise things so that the development of housing proceeids in harmony 
with development in other sectors. 

Attachment 1.4
 

3.1.5; Other policies necessary in developing housing: 

1. The Department of Town and Country Planning, Ministry of
 
Interior, must qui,:kly stipulate specific areas for housing in order to
 
help enable the development of the public utility system of the state to 
proceed adequately and in accord with the development of housing in the 
stipulated areas. Besides this, various public areas should be improved 
so that they can.serve as recreational areas and really benefit the 
public.
 



2. -The Ministry of Interior should improve the land tax system so 
that it'is suitable and fair. Also, .steps should be taken to supervise 
and check closely the system of assessing land taxes in order to help 
reduce (the incidence of peopl'e) possessing land but not putting it to 
use. 

3. The Industri'al Settlement of-Thailand and the National Housing

Authority should join together in arranging housing near the work places
 
in the industrial zones. As for the urban zones, which are in various
 
trading areas, the National Authority must cooperate with -the various
 
units concerned in improving the crowed communities in these areas.
 

4. Concerning alloting areas for housing along with establishing 
work zones, as for the private sector, the state should consider 
promoting this by granting tax privileges. For example, it could allow 
people to deduct expenses for house taxes and for local improvement 
taxes. Or (itcould consider) other measures in which private 
individuals would benefit directly from the construction of housing for 
official s. 

As for the public sector, the state should provide housing for 
government officials and state enterprise officials. Those who buy 
should have long-term mortgages. This will help enable government 
officials with low incomes to own their own house. As for where to 
obtain money that will be used to provide this housing, this must be 
discussed in detail again. 

5. The state should promote havfng people of various income leels 
own their own houses by allowing oridinary people to deduct the exper.,es
in repaying the long-term land and house loans in amounts that match 
their "assesse'd income" so that they pay an income tax similar to the 
reduction in the life insurance premiums. 

Sammary of Attachment 2
 

Ways of Implementing the Policies InAccord with the Specific Policies of
 

the National Housing Authority (Paragraph 3.2.)
 

Attachment 2.1: Paragraph 3.2.1.: Construction policies. 

Attachment 2.2: Paragraph 3.2.2.: Financial policies. 

Attachment 2.3: Paragraph.3.2.3.: Policies on organizations and 
work coordination. 

Paragraph 3.2.4.: Other policies concerned In 
developing housing. 



2.1
Attachment 


3.2.1. Construction policies:
 

1. The National Housing Authority must undertake various projectsin order to support itself and solve the housing oroblem for the low andmidale-income people. The following are the types of projects that it 
can undertake:
 

1.1 It must undertake projects to earn an incotne to help cover
the expenses incurred by the National Housing Authority. Such projects
include the houisi,6i" projects of high-income people in the cities, the
community commercial building projects of the National Housing Authority,the government unit and state enterprise employment project and so on. 

1.2 As for the housing program of low and middle-income people,it should be an installment purchase type program that uses the princip'seof mutual support between the people in the program who have various
income levels. The support provided by the state for the public
utilities system will amount to only 10 percent. Concerning this method,besides enabling the development of housing for low and middle-income

people to proceed without the Housing Authority losing money and with it
being able to) support itself, this will also reduce the fi nancia. 
 burden 
o.n the government. 

2. Concerning improving the crowed communities, the state will
provide the National Housing Authority with 
full help in making physicalimprovements. As for communities that have problems concerning land, theHousing Authority will negotiate with the owners of the land in order toask to purchase the land have those who live there pay the debts. Or it#ill request permission to rent theland on a long-term basis and thentake steps to make physical improvements later on.
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3.2.2. Financial policies:
 

1. The National Hpusing Authority, should issue general bonds orbonds for the specific projects in order to sell them to the commercialbanks and the~financial institutions, including the life insurancecompanies and:the provident funds. This will help mobilize long-termfunds domestically and enable the National Housing Authority to cut backon the use of foreign capital that -involves time periods and expenses .that are not suited to developing housing. This will also be in harmcriy
with the policies on developing housing.
 

Besides this, the units concerned must promote having the bondsor instruments of the Housing Authority be securities that are registeredwith the securities market, which will 
help provide those who hold these
securities with flexibility in making investments and give them tax
advantages. 
This will also give rise to widespread trading.
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2. In procuring capital from abroad to supplement the housing 
investments of the National Housing Authority, the characteristics of 
this capital must be such that greater benefits are obtained than would 
be the case if capital were mobilized domestically. In this, the state 
must be the one-who arranges foreign loans and/or puts up collateral
 
security for 	the Housing Authority in order to obtain loans whose 
Conditions and cost are suitable for ihvestment in the housing sector.
 

Besides this, once the Housing Bank has developed to the point
 
,here it can serve as the primary financial institution for the National 
Housing Authority. in..accord with the housing development policies, the 
bank can work together with the Ministry of Finance in coordinating 
things and obtaining loans, particularly from international financial 
institutions such as the World Bank and the Asian Development Bank, in 
order to enable the people who use the services of the Housing Authority 
to borrow money in the form of mortgage loans. As for the Housing 
Authority, the only loans that it should take directly should be 
construction loans; This is so that financial administcration is as 
efficient and economical as possible. 

3. The Five-Year Plan (1982-1986) of the National Housing Authority 
clearly states that the main task of the Housing Authurity will be to 
construct housing for people with low incomes. The income levels and 
construction ratios that have been stipulated are shown in the table 
below. As for investments at each iocome level, the people's ability to
 
make payments is used to stipulate the principal in construction. 

Targeted group Inccme Level I/ Level 2/ Construction ratio.3/ 
Program (symbol) (ba1ht/month) (percent) (percent) 

Bangkok 	 Low (a) 3,000-4,0D0 10-20 20
 
Low (b) 4,001-5,000 21-35 20
 

...Low (c) 5,001-7,000 36-50 30 
Middle (d) 7,001-9,000 51-70 20 
High (e) 9,001 on up 71 on up 10 

Regional 	 Low (a) 2,500-3,000 20-30 20
 
Housing 	 Low (b) 3,001-3,500 31-40 20 

Low (c ) 3,501-4,500 41-50 30 
Middle (d) 4,501-6,500 51-70 20 
High (e) 6,501 on up 71 on up 10 

Notes: 	 1. Changes every fiscal year based on facts of income
 
distribution of families..
 

2. The order of the income levels of the targeted groups will 
remain fixed during the plan period. 

3. Construction ratios in each program. *(The details may be
 
changed from what Is stipulated here. -But the overall results 
of all the programs in the plan must be in accord with this 
ratio). 
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4. The National Housing AuthoritY must consider stipulating 
mortgage payment rates in the "installment purchase plan' program so that 
rates are in accord with reality. Interest rates must be set equal to 
money market rates, and it must be possible to adjust them depending on 

-market conditions. As for rents in the "renters" program -- with no new 
construction being undertaken in the renters type program -- the Housing 
Authority must carefully check housing. rights. If renters' rights are
 
transferred from the former renter, the rent must immediately be 
increased. Then, the matter of increasing the rent of both the former 

*renter and the person to whom the rights have been transferred can 'be 
-cdnsidered 	every 3 years. The National Housing Authority must make a new 
rental contract 1hat runs for only 3 years so that rents can be adjusted 
as appropriate. Making rental contracts every 3 years will not affect 
renters' housing security unless they seriously violate the regulations 
of the National Housing Authority. 

Attachment 2.3.
 

3.2.3. Policies on organizations and work coordination: 

1. The National Housing Authority should cooperate with local 
organizations and state enterprises such as Bangkok Metropolitan, the
 
Metropolitan Waterworks Authority, the Provincial Waterworks Authority, 
the Electricity Generating Authority and so on in implementing programs,
including investing money, maintaining things and turning over 
activities, *in order to carry on things systematically and to have joint 
plan.
 

2. The National Housing Authority must coordinate things with the, 
Industrial Settlement of Thailand. There must be coordination in the
 
programs of the Housing Authority in which the Industrial Settlement has 
been allowed to oversee -both the small-scale and large-scale industrial 
activities. Besides this, in all the projects of the Industrial
 
Settlement, areas should be'prepared where the Housing Authority can
 
develop the housing of the workers. As for land prices, this is a matter 
that must be negotiated based on mutual cooperation.
 

3.2.4. Other policies concerned in developing housing:
 

1. The National Housing Authority must develop the land procurement 
system to make it more fle'xible. This must be done in order to obtain
land suitable for use in developing housing. For example, the (Housing
Authority) should cooperate with the Industrial Settlement in procuring 
land for building industrial settlements and housing or in carrying on 
joint projects in the future. 



2. Because it is becoming more and more'difficult to find land near 
the places of work in the urban zones, the Housing Authority must 
cooperate with the units concerned and improve the crowded communities in 
the urban zones so that living conditions are suitable for low and 
middle-income people. As for the community housing project of the 
Housing Authority, in which is is necessary to expand and seek land in 
:the suburbs, things must be carried out so that these are.model
 
communities. This must be done by cooperating with other units and 
providing work places, commercial centers and essential welfare 
services. This expansion of the community housing program.to the suburbs
 
must be in harmony with th expansion plans of Bangkok Metropolitan. 

3. The National Housing Authority mustquickly increase efficiency 
in carrying out things in accord with the recommendations of the 
Committee to Reform the Bureaucracy and National Administrative 
Regulations and of the Ministry of Interior, recommendations that have
 
been approved by the Cabinet.
 

*qp
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SUMMARY OF RECOMMENDATIONS
 

A. The Draft Policy.Statement
 

i. Adoption
 

The NHA Board and the tamineL should adopt the broad policy 
proposals in the draft document. They represent considerable pro
gress in Thai government efforts to provide a publicly accountable, 
affordable shelter program for families at or below median income 
levels. They represent considerable progress in utilizing govern
ment investment to spread urbanization and its benefits to other* 
parts of the.couhtry beyond the' Bangkok Metropolitan Area. They 
address the critical linkages between shelter invesltnents, employ
ment generation, and other national social and economic objectives
 

2. Production Targets<
 

NHA should adjust its production targets to levels which can
 

reasonably be achieved with expected professional staff, adminis
trative powers, and capital resources during the 1982-86 period.
 
It is unlikely that the scale of targets proposed can be met. iNNA
 
has two options for refining these specific production objectives:
 

a. reduce the proposed targets to levels that NHA deter
mines as realistic;
 

b. maintain or modify the presently proposed target levels, 
but at the same time spell out in detail the full array of admini-s
trative, legislative, and financial measures necessary to alleviate
 
problems blocking large scale production. Such an implementation
 
plan should be incorporated in a revised policy statement. It is 

especially important for AID, the world Bank, and other international 

support institutions to encourage realistic goal assessments by lhiA 

even if this means extending the time frame for present loan com
mitments. Both the desired program quality as well as its quantity
 
can be endangered by overly-optimistic short-term e=pectations.
 

3. Land Accquisitio,
 

The lnd acquisition problem should be highlighted in the rolicy 

statement and specific recommendations made to improve the acquisition 
process. The present process is geared to prevent corruption, but is 

•so.cumbersome as to defeat basic proj._.t development objectives.
 
Sites can not be identified or acquired without public bidding, and. 

all purchases must be approved at Cabinet level. Project design can 

not commence until a site has been selected from public bids. This 

results in inordinate delays and inefficient utilization of profes

sional design staff. NrIA is making significant internal improvements
 

in the evaluation of candidate sites and-in administration of their
 

ultimate purchase. It is, however, among the few government shelter
 



agencies in the world which lacks powers of condemnation and nego
tiation with individual landowners. Recomendations belowr are di
rected toward the sh6rt-term impiovement of present procedures. in
 
the long run, however, NHA should be granted condemna-tion/negotia
tion powers if it is to meet increasingly ambitious production goals
 
in Bangkok and'the regionalecities.
 

4. Special Projects 

The policy statement should spell out*more clearly' the rolE *a. 
special profit-making projects (shopping centers, industrial deve
lopments, higher income housing) as a'device to cross-subsidize N.HA's 
shelter investments for low-income families and to s=7port economic 
and social objectives of these investments. First priority in deve
loping special projects should be assigned to those in, or adjacent 
to, the Bangkok new towns and the regional city housing esta".es. 

5. Cost Recovery for Maintenance and Operations
 

The policy statement should emphasize more strongly NEA's objec
tive to increase rents in existing subsidized housing to levels which 
cover operations and maintenance costs. Since the political decision 
to permit cost recovery on new sites and services/core housing cdns
truction has been made, establishment of more equitable rent levels
 

in existing flats is a logical next step.
 

B. Use of the United States Housing Guarantee Funding to Accelera:e
 
Production.
 

NHA should consider early use of the $15,000,000 first tranche 
HG loan as an incentive to accelerate project production. One use 
of'the HG funds could be to finance "pre-developmen= packages" of 
site acquisition and site preparation for individual projects, both 
in the regional cities and in Bangkok. The HG funds would be applied
 
to acquisition costs and to the filling and drainage work required 
before actual utiliti*es and dwelling unit construction can begin.
 
INHA would prepare "fast-track" implementation' plans for the pre-deve
lopment phases of these projects, to include priority by desigin and 
engineering staff for detailed drawings and specifications. -This
 
approach can be one way of su_ nounting obstacles to meeting the pro
duction targets stipulated both in the policy statement and in thi 
various loan agreements with international agencies.
 

Even if HIG fun6s are not used, the concept of "pre-development 
packaging" is valid as a means of expediting projec-t production. 
NHA can apply other resources to this approach if they vre available. 
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become a source of moztgage loans to the individual buyers of NHA's 
sites and services/core units. This roll will remove a substantial 
financing and cash;-flow burden from the Authority. it will permit 
the Bank to shift from being strictly a commercial institution to 

F. Investigation of the Sho2-House Issue
 

NHA should sponsor a study of the vast numbers of- vacant shcm
houses (purarortedly 50,000 ii)Bangkok alone) that have been recently 
"built. The study would examine the costs, financing, tenure and 
market characteristics of this form of shelter. A strategy can be 
formulated for recycling the units through incentives to the private 
market and/or through finding avenues to permit occupancy by middle 
or lower-income families who lack decent shelter alternatives. The 
shop-house investigation could help broaden NHA-'s policy formulation 
role and would be of considerable service to the goal of better shel
ter utilization in Thailand. 

G.. Improvements to the Desion and Construction Process
 

Several recommendations are made on measures which IrHA can.insti

e to.improve the design and construction process. These include:
 

a. Greater attention t0" conomic and social factors in pre
paring project programs prior to design. Market analysis, consiiera
tions of on-site job generation, and the phasing of economic develop
ment alongr with shelter provision are all matters which require staff 
attention in the program formulation stage. In the event that su!fi-
cient staff planners and economists are not available, selective use 
of outside contractors is warranted. Precedents have been established 
through the retention bf outside Thai consultants to assst with de
si-n of financial management procedures. 

b. Improved scheduling practices to permit greater sharing 
of staff during project design. More flexibility is needed to allow
 
temporary transfer of underutilized design and engineering staff to
 
project teams with heavy work3oads.
 

c. Selective use of private Thai consultants in contract
 
supervision and intensified staff training in contract management.

On-site contract supervision is one of the weakest links in the NHA 
implementation chain. In addition to improving the training oppor
tunities for present staff, outside third-party consultants should
 
be utilized to supplement staff in monitoring contractor performance
 
or as construction supervisors.
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=
Changes in present'o'rg'anizatlOn'bf,
.NHA. 


1 Addltion "of one Deputy Governor and ,oneAssistant Governor.
 

2, Creation of l2.separate 'depar ments headed by Directo
 

a. 	 spIit Kesearcn &,,construction into three departments.
 

Special Projects.
 

2. Constructlon Services..,
 

3. Housing Projects.
 

be Sp it Estate Management into twb departments.
 

. Es.tate Management
 

2; Cohunity Administrat I n,,
 

c.0 Split. Finance into two departments.
 

1. 	 Treasurer,
 

2. ,Comptrolle
 

d.' Sp!it,Office of:.the Goverhor into two,departments.
 

Se. Creation of a Slum Upgrading Department.
 

34 	 Split of Construction.;Coordination Section in Research-& Cons tructF(on,
 
into a Tender Division and a.Standards Division, each under different,
 

departments.
 



4. 	Creat.i'on of a Centre for Building Studies.
 

5. 	Consolication'of 11 Area Offices in Estate ManaWment to 5 Area Office:
 

Office 1-4 Will cover Bangkok while office 5 will cover the provinces.
 

6. 	Consolidation of Project Administration Offices I & II and 1.11, IV & V
 

under'Research &.Construction into two separate departments with its own
 

administration section.
 

7. 	Creation of a Senior Technical. Assistants Officer directly responsibleto
 

the Governor.
 

-',
 



-2-


III. Review
 

A. 	 improvement to NHA land acquisition process.:
 

1. 	 Problem
 

Land 	acquisition delays continue to be a major problem in 
implementing NHA shelter programs. However, in the last
 

year, serious efforts have been made to circumvent'this
 

stumbling block with some degree of success.
 

Problems center around:
 

a. 	 The cumbersome and restrictive process NIA Mas b~en 

mandated: to follow in land, purchase transactions. (This 

includes: overly-specific' technical criteria) 

b. 	 The ineffectiveness of NHA Board of Directors 'inacting
 

cohesively onland purchase decisions.
 

2.6 	 Solution
 

The implementation of Regulation #38 which came into effect
 

October 1981 addresses both these problems as they affect the 
Regional. Cities Program (Attachment A). The regulation 

relaxes the purchasing procedure which stipulated public 

bidding.before sites could, be specifically, idcntified or
 

acquired by allowing for'direct negotiations in cases where
 

bidding had identified near-but-not-true to specifications
 

sites. In such cases, the bidding process can be nullified
 

to allow for adjustments in the specifications which would
 

then lead to direct negotiation with the land owner. It
 

applies specifically to the access reQuirement. In such a
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National Housing Authority - Thailand 

Institutional Review.
 

I. Purpose:
 

The purpose of this review is to meet recommendations for proposed
 
actions 4s stated in the Sept. 1, 1981""Annual Review of Reoional Cities
 

Program".
 

.The major items to be reviewed include:
 

1. Improvement to the NHA land acquisition program.,

2. Filling the policy & planning staff vacancies.
 

3. Reorganization of NHA.
 

4. Financial planninq and manaaement
 

It is'also an effort to update information presentediin theMay1J981
 
comprehensive review of NHA policiet & programs ,and,to assess. actions
 
taken since that time.
 

II1. Background
 

As has already been documented NHA's inception in 1973 troucht together
 
tne tasks and responsibil.ities for housing of a variety of other public
 
institutions. I.n the 9 years of its existence it has expanded its role
 
of planner, builder and administrator of hoOsing to a formulator of
 
national housing policy advocating not only the traditional subsidized
 
walk-up-flats but also slum upgrading, sites & services and core housing
 

on.a cost recovery basis.
 



-case NHA is empowered to provide access arid to renegotiate
 

land costs accordingly with the owner directly. As of yet,
 

this.procedure has not been tested on individually-owned land.
 

Direct negotiation'has been used in cases involving
 

municipally owned land (Saraburi) and company owned lar for
 

workers' housing (Nava Nakorn). The Nava Nakorn project Is a
 

unipue case in which NHA, tnder Cabinet-level directive, was 

instructed to assist project development schemes. It 

indicates, only, NHA's capabilities in moving forward with 

sufficient political support and is ndt likely to be 

repeated'.: Sarabur!,.jn.which NHA negotiated directly with a 

municipal cooperative to acquire land, presents greater 

possibilities as a model for future action. NHA i! now 

actively attempting to identify similar cases which can short 

cut the open, bid procedure, i.e. public land held by a 

government-entity or parastatal. Direct negotiation even in
 

its limited application as the potential to. greatly reduce 

land acquisition time wh ch, assuming an initial successful
 

bid, takes approximately 10 months.
 

Regulation #38 also addresses NHA Board ineffectiveness
 

through its special purchase regulation which empowers the
 

Governor to purchase sites costing up to Baht 2,000,000 

without Board approval and up to Baiit 10,000,000 if a
 

majority of the 5-person Land Purchase Committee (comprised
 

of NHA senior'staff) recommend the purchase. In the'ceise of
 

Baht 2 million purchases, the Governor appoints merfbers to
 

the Land Purchase committee; in the case of Baht 10 million
 

purchases, the Board appoints members. The Governor has
 

indicated his willingness to use this special purchase
 

provision and the test case (Chantaburi) will be coming up
 

for a decision within the next two weeks. Indications are
 

9px
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that this delegated power w.ill be effective in acquiring
 

sites outside the Bangkok Metropolitan area where land costs
 

are lower. More importantly, it strengthens the role of NHA
 

staff by allowing them.a greater share in the decision-making
 

process,
 

The creation of the-Land Working Group to identif-y and.
 

•analyze suitability of sites is an additional attempt by NHA
 

,to facilitate the acquisition'process. Composed of
 

professional staff under the present Estate Management
 

Division it has been in operation for almost one year.
 

Although understaffed and lacking str6ng support, it is,
 

ga.ining identity. as a unit and offers greater accountability
 

for its recommendations than the previous ad hoc groups.
 

NHA appears to be facing up to its land acquisition
 

problems. *A report is presently underway in the Policy &
 

.Planning Office to identify and analyze the causes of the
 

problem. Further'NHAis entertaining solutions to its land
 

needs such as the Land Banking proposal requested by the
 

Governor and -prepared by NHA Housing Advisor.
 

Filling the Policy & Planning Staff Vacancies
 

In talks with the Acting Director, Policy & Planning Office this is 

less of a problem than appeared a year ago. Three positions in the 

Housing, Building and Planning Section have been filled and one 

position in Monitoring & Evaluftion will soon be filled. The 

Acting Director f-orsees no other pressing staff needs anb will 

attempt to maintain present staff levels.
 



C.. Reorganization of NHA
 

Plans for a reorganizafion of NHA,structure arepresently bef
 
the Ministry of Finance which is expected to approvethe changes
 

within the next six weeks.
 

If Present Organization
 

NHA is presently organized with a Governor. two Deputy
 

Governors .and five individually operated offices or
 

departments with Directors as heads.
 

a. *Office of .Policy & Planning

b. Office .of the Governor
 

c Research & Construction Department
 

d. iinance. Department. 

e. Es.tate Management Department.
 

The bulk of NHA's staff is inResearch and Construction and
 

Estate Management. Directors of each of the Departments and
 

Offices meet weekly with the Governor to discuss
 

policy-related issues. A Management Coordinating Group (MCG)
 

consisting of five assistant-directors and a representative
 

from Policy.& Planning with a rotating director as chairman;
 

also meets regularly to make recommendations on specific
 

issues'to the Directors Committee. The MCG was formed to act
 

as a -liaison unit between departments at the operational
 

level.
 



S Reoanization
 

-The reorganization will create a structure headed by a
 

Governor, three deputy Governors one Assistant Governor and
 
12 Directors. The larger departments of Estate Management
 

and Research & Construction will be subdivided into twoeand
 

three.-separate departments with its own directors. Each
 

Deputy Governor will be responsible for three to four
 

departments while the Assistant.Governor will be responsible
 

for Policy & Planning and a newly created Centre for Housing
 

Studies. The Office of the Governor will bedivided into two
 

departments and with the addition of a Slum Upgrading
 

Department will come under one Deputy Governor. There will
 

be no assistant-Director level with the exception 6f those
 

departments handling regional projects inwhich case there
 

will be one assistant-Director. The sub-sections of
 

presently existing Departments will* be divided and
 

transferred virtually intact of personnel. There will be
 

some minor shifting (30-40 people) to staff the Centre for
 

Housing Studies. (See Attachment B)
 

3. Analysis
 

There are mixed views on the usefulness of this particular

reorganization to NHA's operating efficiency. 
At most, the
 

support from middle-management personnel is tepid with a
 

skeptical but ,'wait-and-see" attitude among most senior
 

staff. The fact that the reorganization has been inthe
 

offing for the last'eight months without actually occurring
 

has created some anxiety among personnel. Some changes have
 

taken place as a transition into the. new organization, as in
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the case of Slum Upgrading being"presently placed :unhder the' 

,direct control of the Governor., 

Supporters of the reorganization at the senior' policy 'evel 

see it as attempt directly responsible-ian to make management 

lfor line operations; By dividing the Departments of Research 

& Construction and Estate Manageme9t into their various
 

functions, Directors and Deputy Governors will be made more
 

accountable for project delays.and cost oyeruns. Further,
 

the reorganization will allow for expansion into other policy
 

areas which the present structure does not allow i.e.
 

developing private sector participation, exploring rural
 

housing programs. Finally, the reorganization is viewed as a:
 

response to political realities both at the personiel nd the
 

policy level. Creation of the Slum Upgrading Department
 

within the same-unit as the Office of the Governor is seen as
 

such.a move..
 

The reorganization should not have great impact on
 

sub,-sections. It does ..hift directors into other positions
 

and promote assistant directors. The intended purposes of
 

geater-efficiency and accountability may very well be served
 

t
by such shifi s in management. While inter-departmental
 

operations may benefit, intra..departmental coordination may
 

suffer. The MCG will effectively be dissolved since there
 

will no l6nger be any.assistaat directors.. Although such a
 

coordinating group is to continue to exist, no one knows who
 

will be a m~mber or how this will be done. At the'same time
 

some operating inefficiencies appear likely to be
 

aggravated. This is true for Slum Improvement which has been
 

taken out of the Research & Construction Unit. It will have
 

to 'replicate certain technical functions or else accept
 

longer processing times as decisions get approved at two
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levels rather than one. The separation of Slum Upgrading
 

from other project offices also has the effect of hindering
 

the useful exchange of information and ideas.
 

The division of the five project offices into departments
 

composed of three and twoprojects each may have a similar
 

effect. Such a division does not address the need for
 

flex ble staff to work among the aitterent pioject -offices. 

Any, hopes that staff members could be made to work on 

projects as the need arose across project office lines are 

now minimized.
 

The reorganization will depend greatly on the caliber of the* 

new Department Directors and whether they can effectuate the
 

cross coordination'of functi,,ns that continues to be
 

necessary.
 

D. Financial Planning and Management 

NHA continues to experience problems in the development of 

financial plans. The proposed' reorganization which splits the
 

Finance Department into Treasury and Financial Management is an
 

attempt to address that problem. Ii was proposed in the Coopers>&
 

Lybrand Financial ind Estate Management Consultancy Services Report
 

of 1980. Presently, financial planning is being done within the
 

project offices-of Research & Construction with inputs from
 

Finance. The exact allocation of responsibility is difficult to 

identify. Recently, the Budget Divisions of 'Finance was graited
 

authority from the NHA Board to develop all project financial plans 

as projects were designated. This should make clearer the areas of 

responsibility. 

The administration of hire purchase mortgages within Estate 

Management has been noted in.both the comprehensive NHA program 



Review and the Coopers & Lybrand Report as, a drain on limited 

resources and as a misallocation of tasks to an agency whose 

primary purpose should be the design and construction of shelter 

It has been recommended'that the Government Housing Bank 1-hould be 

athorized to.serve as the financial agent for.NiA's low-income 

housing program but litle has been done to explore this further. 

It is the general view in NHA that, at present, GHB would .notohave 

the administrative capab4lities to take.over this part of the 

Estate Management functions. 

IV. Conclusion
 

Over the course of NHA's brief nine-year life there have been numerous
 

changes to the organization, personnel and policy. In these nine years
 

NHA has been led by four different governors, undergone three
 

reorganizations (and is now facing a fourth) affected various
 

sub-departmental changes and has experienced an expansion in personnel
 

from 400 to 2400*persons. It has.effectively maintained shifts in policy
 

through these organizational changes by maintaining its core of skilled
 

middle-r,,anagement personnel.
 

There is nb reason to believe that NHA cannot effect successful shelter
 

programs with greater speed and efficiency so as.to meet its stated goal
 

of "providing for housing inadequacies of both the metropolitan and 
provincial areas." Haying progressed substantially in nine years it has
 

come to a point where many of its problems are now at the macro-agency
 

level. That is NHA must seek greater impact at the Ministerial and
 

Cabinet level so as to affect national.policy. Until now there has been
 

little emphasis at this level on shelter problems. The
 

soon-to-be-created subcommittel on'Shelter with a secretariat in NESDB
 

should.redress some of this imbalance. Its-role will be to explore means
 

of'.facilitating the housing sector both public and private, via economic
 

as well as financial alternatives. NHA will have input into the creation
 

of the division in NESDB handling the Subcommittee's affairs and thus
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should have,greater impact at the national level. Greater political
 
Support should ease some of the NHA Board's reluctance tOact.
 

Personnel problems are als6 influenced by factors outside NHA. Although
 

management's ability to'motivate staff continues to be essential and a
 
direct NHA responsibility, there are limitations to their effectiveness
 
in the advocacy role played by a 
strong employee's unfon and in
 
government regulhtions over p~ersonnel practites. 
While such problems are
 
endemic to goernment bureaucracies, NHA' 
problem was aggravated by the
 
large and sudden increase in staff. -The relatively small proportion of
 
skilled professionals was required to manage a larger number of either
 
unskilled or inexperienced staff; 
 The new Centre for Housing Studies
 
'should be regarded as a resource for training of NHA, as well as related
 
agencies', personnel. The reorganization, too, attempts to make each
 
Department Director responsible for his unit's work production-


The changes NHA has instituted and will be instituting in the near future 
should maximize NHA's control of its program. Greater effort should be 
made in transferring some of its financial responsibilities to the 
Government Housing Bank as has.been recommended. This is the one area 
that haas seen little action and deserves attention. 



ANNEX J_ V
 

Thailand Shelter Issues Regarding Tecfinical Assitance, .1983, RHUDO 

THAILAND SHELTER ISSUES REGARDING TECHNICAL ASSISTANCE
 

I. NHA Institutional Development 

Technical assistance to NHA has been useful in the institutional
 
development of .NHA to some extent, but the results have been much
 
less than the expectations. Reasons.for these modest "sucesses" are 
complex and elusive. The following discussion is intended to
 
pi-ovide some insights to aid in understanding why attempts to
 
improve NHA have had little impact.
 

NHA has been reorganized several times including early this year. 
Several management studies havc been made and consultants come and 
go without much effect. Project implementation is in waves rather 
than any kind of regularflow. There are far too many staff (i.e. 
2,400) but state enterprise unions make it virtually impossible to 
reduce, reassign or discipline staff. Production, innovativenes! 
and morale are low. 

On the other hand, senior and professional staff are well educated, 
bright and hardworking (when interest is sparked). Large numbers of 
key staff people work hard regularly, but because of their 
frustration with poor coordination and slow progress they commonly 
divert their attention and efforts to secondary activities within 
and outside NHA.
 

The NHA Governor has changed every year or two since NHA was created 
in 1973. Most other senior staff have remained the same for many 
years, but they have problems working with frequently changing 
Governors the unions and the bureaucracy.
 

The system discourages initiative by providing little incentive for
 
high performance, while on the other hand, people risk career side
 
tracking for actual, or even perceived mistakes.
 

aStaff turnover -is low because large numbers of the staff have 
family obligation to pursue pblic service careerS. Also, many are
 
able to combine private business with their 1HA work.
 

NHA staff are keen to learn and improve themselves, but not 
necessarily to the benefit of NHA as an institution. They enjoy 
working with consultants and donor missions and they honestly accep.t 
the recommendations. Usually they promise to implement many of the 
proposals. However, the day to day routine cbnsumes nearly all the 
time and energy of key staff and officials, thus the proposed
 
changes are made slowly, if at all.
 



RHUDO's approach for the past three years has been to work with NHA on 
sustained basis, mostly through the Resident Advisor up to June 1983. 
This approach has worked in so far as the Resident Advisor attracted and 
held the interests of key'officials or moved things along himself. On 
the other hand, IBRD and ADB have relied on periodic official missions 
and short-term consultants. NHA scrambles to get ready for each mission, 
but then immediately relaxes afterwards. RHUDO's sustained approach 
results in modest improvements within the Thai "system", whereas the 
IBRD-ADB mission approach results in the NHA staff feeling that they are 
simply implementing projects of the World Bank and ADB -- and -the 
projects are.so,.named.
 

Conclusions: ' Further technical assistance should be limited to highly 
specific subjects which (1) facilitate the implementatidn of the new 
National Housing Policy; (2) implement the major recommendations made in 
the previous AID studies and the Housing Finance Study; and (3) support 
the HG program emphasis on regional cities and in enlisting the 
involvement of the private sector in providing housing and housing 
finance for the poor. This will be done by: (1) monitoring and 
evaluating RTG housing policies and NHA programs; (2) promoting action c 
previous recomnendations; (3)assisting GHB, upon its request, regarding 
the mobilization of resources for housing and expansion of loan programs 
for low-cost housing; (4) facilitating NHA-private sector joint ventures 
and other private sector actions'to provide housing affordably by the
 
poor.
 

Continued assistance to NHA is warranted because it is now and will
 
continue to be for at least some years the major provider of low-cost 
housing. The sum effect of these AID actions probably will improve NHA
 
as an institution only marginally. However, there could be substantial 
increases in low-cost housing delivery by getting GHB and the private 
sector into the low-cost housing mainstream. 

In addition to continuing some technical assistance, it is essential that 
AID also maintain a substantial staff development pr6'ram, including 
training in Thailand, the region and U.S. in order to broaden and 
strengthen the network of Thais who are familiar with the HG program and 
committed to policies and practices which are compatible with those 
supported by thE Office of Housing and Programs.
 

II.. Low-Cost Housing Delivery
 

The NHA Development Plan for 1982-86 calls for the annual production of 
10,000 sites and services plots with core houses and slum upgrading to 
benefit 6,000 families.
 

These plans are unattainable because already two years into the five-year 
period only seven of the 30-plus sites needed have been acquired and 
construction has not started on any of the new projects. 



In fact, NHA has not had Cabinet approval ,'to. implement this plan, so 
funds are not available yet (approval is expected in November - December 
1983). 

During 1983 NHA will complete nearly'10,000 sites and services units in. 
four projects, but these projects are part of the 1979-84 program. They 
are the first prdjects completed from this previous plan. 

A key reason that NHA projects have. consistently been one, two and even 
three years behind schedule is that sites are not acquired in advance in 
most cases. This acquisition process commonly takes a year. Another six 

to twomonths or sQ is.taken up in site design and filling of one 
meters. Prolonged flooding can delay site preparation by additional 
months.
 

The bidding and contracting process also is slow and complications often
 
cause delays. Construction itself sometimes is hindered by design
 
changes. material shortages, labor disputes and contract difficulties. 

Additional delays frequently occur near the end of project implementation
 
because electricity and water utilities have been unable to schedule 
their work properly due'the various other delays mentioned above. 

These types of delays. are not unique to NHA, of course. Technical 
assistance regarding construction management has been provided by AID, 
IBRD and ADB. .The NHA: officials and senior staff are skilled in planning 
and programing; Yet, the same delays occur year after year, project 
after project. In large measure'these delays are avoidable (e.g., by 
advanced land. acquisition) or more or less predictable (e.g., it floods 
every year).. However, months are lost in sum by numerous slippages 
attributable to poor coordination and relaxed work habits.
 

IBRD and ADB plan to require resident advisors in construction management
 

for their next programs. These advisors will succeed to the extent that 
they can establish solid working relationship with tfiiir Thai 
counterparts. They simply will not be able to aggressively take charge 

both the Thai language and Thai style will preclude that -- unless, of 
course, the advisors are Thais.
 

asNHA reluctantly will accept these advisors conditions of the loans. 
The three ADB advisor on the Bang Plee New Town project during 1983 (only 
a total. of one year) were somewhat successful, but much less than 
everyone had intended.
 

Conclusions: The most effective means of speeding up the delivery of 
sites and services projects is by advanced land acquisition and preparing 

.the site (at least land fill) well before construction is scheduled. 
RHUDO will -continue to urge NHA to implement recommendations on Land 
Banking made by the Resident Advisor, Robert S. DeVoy.
 



RHUDO will depend on IBRD and ADB technical assistance on'project
 
management when HG funds are used to co-fund projects. On other 
projects, especially those involving the private sector, RHUDO staff will 
monitor closely and provide short-term consultants only as essential. 

While not dismis.sing the importance of improving NHA project
implementation, RHUDO is.working with NHA to develop more realistic 
schedules of financial resource requirements which take account of 
probable delays. By so doing, future HG loans can be scheduled betterm 

III.. Housing Finance, 

The Government Housing Bank (GHB) three years ago agreed in principle to 
provide mortgage financing for purchasers of NHA housing projects. Also,
GHB had agreed to provide financial resources.to other institutions 
engaged in housing finance and to increase financing for low-cost 
housing. These three'actions by GHB also are reconunendations of the 
Housing Finance Study and now are included in the adopted National 
Housing Policy. 

Recently, GHB agreed'with NHA and IBRD to assume NHA's long-term
financing function slowly for new projects on a case by case basis. The 
first project is yet to be identified. 

GHB has begun to implement some of the recowendations of the Housing
Finance Study regarding mobilization of resources. Also, GHB this year
for the first time has sent senior staff to the Shelter Workhsop and to 
UC/Berkel ey.
 

GHB officials have been concentrating on improving the management systems
and strengthening its financial structure. Also because GHB is extremely
ill-housed, it does not intend to expand its operations much until its 
new headquarters building is completed in two years or so. 

Several Thai financial institutions are going bankrupt or are in very
serious financial condition. GHB itself was in trouble two years ago.
Its management is opting for slow but secure growth and expansion. 

Conclusion: RHUDO has a good working relationship with GHB officials. 
They appreciate AID's willingness to help train the GHB staff. When GHB 
is ready to take on-additional roles regarding the provision of financing
for low-cost housing, these officials plan to request technical 
assistance from AID. When GHB is ready, it is their intention to borrow 
*HG loans.
 

RHUDO plans to maintain close relationships with GHB, to encourage them 
to assume their low-income housing finance responsibilities as soon as 
practicable, to provide technical assistance to this end, and to have GHB 
be the borrower of record of the HG loan by 1986.
 

/It,
 

http:resources.to


IIPUP FUNDED ACTIVITIES
 

IIPUP Financial Resources
 

AID Grant $250,000
 
NHA 58,500 (staff and supporting services
 
"RTG (DTEC) 
 4,000 (air.fare for two to 1982 Shelter
 
Workshop) -


Total $312,5QO
 

Actual Expenditures of IIPUP Grani
 

Technical Assi stance 

Resident Advisor, .NHA
 
(75% of time for 2 years; 50% of time for 1 year) $13s.000 

Translation from Thai to English of NHA Development Plan 

Thai consultant as part of Rivkln reamon NHA Policy and
 
Program Review, 1981 
 1,028" 

Household Survey in Bangkok and Five Regional Cities for 
Housing Affordability Study, 1981,' Deemar Co. 16,304" 

Household Income and Occupation Data forl 30 Cities, 1979-83,

Deemar Co. 
 3,694 

Three HP86 Micro Computer Systems for 14HA Project Design and

Financial Management; Systems include three personal computers

with 192K byte memory; three twelve inch monitors, six di,k.

drives, three matrix printers, two graphics plotters,
 
accessory equipment, eight programs, and supplies for one year 29,302
 

Consultant for three weeks to instruct ten NHA staff in use 
of 
special program for housing project analysis and design using
micro computers (Bertaud) Model 
 9,900
 

Total Cost of Technical Assistance 195.567 

Staff Development
 

Shelter Workshop, 1981 
Participant: NHA Assistant Governor and Chief of Land Division 11,706 

339 



Asia Region Housing Finance Seminar, 19.82 
Participants: NHA Deputy Governor, Director of Construction 
Services Department and Chief of Policy and Planning Division 2,274 

Shelter Workshop, 1982 
Participants: Assistant Chief of NHA Policy and Planning, 
Deputy Chief of NHA Project Administrative Office and Fconom4 , 

in Fiscal Policy Office, Ministry of Finance 17,400

UC/Berkeley Program, 1983 

Participants: Chief..of Housing Research, NHA Housing Centre 13,854 

Seminar on National Housing Policy 2,654 

Total Cost of Staff Development 47,888 

Total Grant Expenditures to 11/23/83 .243,455 

Balance Not Obligated 6,545 

*Earmarked for an evaluation of the implementation of Ir-funded,,NHA 

development plan and implementation of the Housing Finance Study 
recommendations 



.,ANNEX K
 

GOVERNMENT HOUSING BANK
 

The Housing Finance Study in Thailan6, January 1982, by Alan Knight,
includes .numerous findings, conclusions and recommendations regarding GHB. 
Recognizing that GHB"and NHA are the only two RTG institutions which finance 
housing to any significant degree, it concludes that: "GHB has been and will 
continue to be the most important national institution for the provision of 
housing finance" (p.19). 

In 1980 and 1981, GHB experienced financial difficulties because it made 
many -loans to deVelopers which turned bad because of an overbuilt housing 
market. New management and a program to restore its financial stability were 
imposed. The RTG reaffirmed that it was determined to reinforce GHB by
increasing its capital contribution and assigning key roles to GHB in the 
National Housing Policy. 

Since 1981, GHB loan activity has decreased substantially every year, as 
shown by the following table.
 

GHB Mortgage Loans by Year, 1930-83
 

Mortgage Loans 1980 1981 1982 1983 Total 

To Individuals 4,356 2,233 1,858 1,469 9,916 

Through Developers 6,514 4,107 3,141 1,728 15,490 

Employee Housing Schemes -,.151 446 218 NA 1,815 

Total 12,021 6,786 5,217 3,197 27,221 

1 of total 44& 25% 119 120 100% 

Primary reasons for this sharp decline in activity include: 

I. The housing market softened greatly because it was overbuilt by

1980 and the Thailand economy has been in a recession since then.
 

2.. GHB management plan included much stricter loan criteria,
 
especially development financing.
 

The GHB Managing Director reports that loan activity is up sharply and 
total volume for 1984 could approach the 1980 volume, i.e., perhaps 10,000 
mortgage loans. 

GHB has reaffirmed its intentions to:
 

1. Increase the domestic mobilization of funds by offering a variety
 
of attractive savings schemes and a planned extensive branch bank network.
 

ll ,K 



2. Focus more on loans to. lower-income borrowers by special

savings/loan plans, as opposed to loans for expensive condominiums. GHB will
establish a special program not toof loans exceed 300,000 baht ($13,000),
still twice the amount affordable by households below the median income, and
increase its advertising in media which reach more low-income households, 
e.g., p6pular radio slots). 

3. Assume responsibility for 11HA long-term financing, There is an 
agreement to initiate this on a project by project basis and the first project
of 2,00D units has been selected. 
 -

GHB's recenfly strengthened policy commitment to emphasizing lower-income 
borrowers is bofne out by its 1983 performance: 27. of individual borrowers
had incomes below 7,500 baht per month (.$326), as did 32% of borrowers through
developers. The median income in Bangkok in 1983 was estimated at 6,500 baht
($283); the 7,500 income was approximately the 60th percentile. Moreover, 10€
of individual borrowers and 14% of project home borrowers had incomes below
 
5,000 baht ($217), or below the 40th percentile.
 

Twelve percent of the mortgage loans were for less than 100,000 baht
($4,350), affordable by households at the 40th percentile, and 50 percent were 
below 200,000 baht ($8,700), affordable at the 60th percentile. GHB officials
have indicated that these shares would be much larger if more low-cost housing 
were available. 

By interpolation, approximately 20% of the mortgages were for under 
120,000 baht ($5,217), which would fnance a 150,000 baht ($6,522) house in.1983 with a 20% downpayment. Such a house would be afforable at the median
income (6,500 baht per month, or 
$283). The ourab aurltage loan isestimated to be 10,000 baht ($4,'783). Approximately 640 rtgages were madenit
for this average amount, for a total of 70.4 million baht ($3.1 million)eligible for HG funding. Thus, it i clear that GHBwould need to expand itsmortgage loans to eligible beneficiaries by a multiple of three or more toreach a satisfactory volume for HG program purposes. Sincef983 was a lowactivity year and low-cost loans are an increasing share of GHB's lending, 
this level could be reached by 1985. 

Thus, GHB is building a portfolio of low-cost mortgages which could be 
eligible for HG financing. Officials of GHB have said that GHBinterested ina HG program when its financial may well bestability is assured and it has
the manaement taleit to substantial ly expand its mortgage loans to low-income 
borrowers. They project that this-may within two years.occur 

raIn the meantime, GHB has requested AID technical assistance for-staff 
training (yet to be defined) and developingto other viable a program of wholesaleing fuhds fomortgages financial institutions (a major recommendation ofthe Housing Finance istanueiis propo e o fcome 
the85.in Fiae Study).FY 85. Such assistance is Proposed by the RHUDO/ASIA for 
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Economic Data Sources.
 

The findings and conclusions of the. Debt Service Analysis included 
in this Project Memorandum were based on data. published by. IMF and the 
World Bank. The following tables summarize the more pertinent data and 
indicate the sources;.. 



TABLE. L-1I BALANCE OF PAYMENTS
 
(in $ million)
 

1979 1980 1981 1982 a/ 1983 b/ 
t. 

Trade Balance -2,304 -2,829 -3,022 -1,674 -2,413 
.Exports l23 '6,448 6,902 8 
Imports -7j539 -9,277 -9,924 -8,522 -9,435 

Services Balance 158 544 284 381 491 
Recei pt - I1749 2,25 2,351 - 2,558 2,95 

(Workers' remittances) (187) (365) (475) (616) (761)
Payments -1,270 -1,581 -2,068 -2,177 -2,404 

(Interest) (554) (728) (1,026) (1.082) (1,150) 

Transfers (net) 60 208 169 177 283_ 

Currrent Account Balance -2,086 -2,077 -2,569 -1,116 -1,639 

Memo:
 

Current Account Deficit 7.7 6.2% 6.9% 3.0% 4.0,
 
(M of GDP)
 

.Reserve Level c/

In US$ miTion 3,100. 3,026 2,721 2,674 
Inmonths of imports 4.6 3.9 3.3 3.8 

Foreign Debt as %of GDP d/ 14.9 17.4 21.9 22.9
 
Public e/ 104 .12.3 15.8 18.7
 
Private- 45 5.1 6.1 . .,2
 

Debt Service Ratio d/
 
(as % of exports GNFS) 14.9 15,4 15.6 17,6
 
Public e/ 4.9. 5.5 7.3 8.4,C,
 
Private- 10.0 9.9 8.3 903
 

a/ Preliminary 
F/ Projection
 
F/ Foreign exchange plus gold valued at end of year London prices. 
J/ Medium and long term debt
 
'9/ Public and publicly guaranteed
 

Source: National Accounts, NESDB; short-term projections, BOT; IBRD 
,-,
e4'nm24"-,e
 



TABLE L-2 COMPARAT VE DEBT INDICATORS
 

Average

interest
 

Disbursed and Debt b/ Interest c/ Roll- d/ % Con- rate on 1981 Euro
outstanding service Service over cessional new com- average money e/
 
debt/GNP a/ ratio ratio ratio loans mitments spread rankin-


Thailand 18.2 14.6 5.5 34 16.3. 15.6 0.59 25 

Malaysia 21.5 5.5 2.7 2.6 :-_9.9! 14.4 0.39 4 

Philipines 23.9 12.6 6.9 4.2 13,.2 147 0.89 37 

Korea 29.0 12.7 6.0 2.4 16.8 14.0 0.64 29 

Indonesia 27.3 12.1 5.3 2.0. 41.9 '12.8 0.5 1*3 

East Asia 21.5 9.7 3.8 2.5 21.9 13.6

:
Middle income 

2.3 8.7 n.a. oil importers 2202 19.5 8.5 


All LDCs 21-2- 18.5. 8.01 2.3 16.4 13.1 
 -

a/ Public and private debts.
 

b/ Debt service orl medium- and long-tem loans (including private non-guaranteed debt)" divided by
 
exports of good3 and services,
 

c/ Interest payments on medium- and long-term loans divided by exports of goods and Services
 

d/ Disbursements of medium- and long-term loans divided by principal repayment on such loans.
 

e/ Ranking by country risk rating for sovereign borrowers, including OECD countries, on the
 
Euromarkets. Thiland is number 12 amongst developing countries. The risk rating is assessed by
 
comparing the terms on country loans with general prevailing market conditions.
 

Source: IBRO estimates. 



TABLE L-3. ,MACRO-ECONOMIC OUTLOOK, 1982-90
 

(inpercent)
 

Projection
 

Annual Growth Rates (constant prices)
 

GDP at market prices 

Private consumption 

Public consumption 

.Investment 

Exports GNFS" 

Import GNFS 

Agricul tural production 


Ratios to GDP (current prices)
 

Investment 

National savings 
Current account deficit 

Government revenue b/ 


Memo
 

Debt service ratio 

Terms of trade (1981 = 100) 


a/' BOT Projections for 1983.
 

b/ Cehtral and local government revenues.
 

1979-83 a/ 1982-86 1986-90
 

5.4 5.7 6.2
 
3.8 5.2 5.8
 
4.4 5.0 -5.0
 
1.3 9.1 6.0 
9.4 6.2 7.8 

,1.8 7.7 6.1 
3.2 4.0 4.0 

1981 1986 1990 

24.7 24.4 24.2 
17.8 21.8 23.6 
7.0 2.6 0.6 
14.6 17.1 17.5
 

15!6 18.4 17.0
 
0 1 101 

Sources; Thailand: Managing Public Resource for Structural Adjustment
 
(two volumes), August 31, 1983, Document of the World Bank.
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in m iiiuns OT U-11 coi iarsj 

1'98Z 1983 1984 1985 -1986 .19U 
ioTal outstanding debt 4 P 
(end-of-period) 12,150 13,704 15.168 16,783 18,396 19,887 

Medium- and long-term debt 
Public Sector 

of which: 9,267 
§94 

10,962 
7993 

12,378 
"8,821 

13,681 
9,654 

15,074
r0,65 

16,574 
11719 

Of which: IMB 2/ 
Private Sector 

-846 
2,317 

1,053 
2,909 

979 
3,447 

722 
3,877 

447 
4,305 

247 
4,745 

Short-teiin debt 2,883 2,742 2,790 3,102 3,322 3,313 

Gross.disbursements 2,085 2,962 2,969 3,329 .3,416 3,358 
Of which: 

Public sector 3/ 1,420 1,535 1,452 1,690 1,840 1,950 
Private sector"3/ 707 1.145. 1,246 1,262 1,278 1,306 

Amortization 3/
Public se~tor 

Of which: IMF 

842 

38 

.955 
4012 
42 

1,283 
5.75 
75 

1,649 
BT7 
257 

1,725 

275 

1,756 

200 
Pri vate sector 489 553 708 832 850 866 

Interest 4/ 1,073 1,037 1,256 1,432 1 598 1,745 
Medium--and 1ong-term debt., *81 W 1U34 1,18 -T149 

Public sector "56 -5 62 1 -- T 925 
Of which: IMF 57 58 72 68 51 35 

Private sector 220 277 372 430 479 524 
Short-term debt 292 192 222 244 278 296 

MemorandLu items: Current Account. 
Receipts 5/ 
Balance 

9,501 
-1,006 

.9,701 
-1,879 

10,924 
-1,891 

12,399 
-2,015 

14,073 
-2,023 

15,973 
-1,902 

Overall balance .130 -252 -209 -120 -23 98 

Ratios to GDP (inpercent) 
Medium- and long-term 

debt 24.9 26.6 26 26 26.5 26.1 26.1 
Public 
Private 

Short-ten debt 

(18.4 
(6.5) 
7.7 

(T) ) 

(7.3) 
6.7 

(=.T) 
(7.6) 
6.0 

(W-7) 
(7.8) 
6.0 

(T8.) 
(7.7) 
5.7 

( ) 
(7.6) 
5.2 

Ratios to current account Recei.pts (in percent) 
Total debt servie .20.2 20.5 23.2 24.8 23.6 21.9 
Medium- and long-term debt service 17.1 18.6 21.2 22.9 21.6 20.1 
Of wi-ich: Public sector (9.6) (10.0) (11.3)" (12.7) (12.2) (11.4) 

Sources: Data provided by the Bank of Thailand; and-Mf-' estimates. 
l/ Includes borrowing requirement to finance overall deficit and repurchases to the Fund 
Tn 1984-86 assuming no change in gross official reserves. 
2/ Including Trust Fund and use of Fund credit under stand-by arrangements, compensatory 
Tinancing and buffer stock financing facilities. 
3/ Medium-and long-term (original maturity one-year and over). 
T/ The average interest rate on medium- and long-term public sector debt (other than to 
fhe IMF) is assumed to be 8.4 percent in 1983 and 8.7 percent in 1984-87; that on 
private debt is assumed to be 10 percent in 1983 and 11 percent in 1984-87). The 
interest rate on short-term debt, including new borrowing, is assumed to be 10 percent 
in 1983-87.
 
5/ Excluding official transfers. 



TABLE,L S' -,:Thailand: Balance of Payments, 1981-84
 
(Inmillions of U.S. dollars
 

1981 1982 193S3 1984 
Revi sed Proj ec-
Target Estimate tion 

Mirchandise trade balance -3,022 -1,571 -Z,'l -2,887 -2,861 
Exports, f.o.b. 692 635 71 2; 7 
mports, c.i.f. -9,924 -8,406 -9,435 -9",496 -10,470 
Of which: oil (-2,984) (-2,6421 (-2,591) (-2,435) (-2,322) 

Services and
 
transfers (net) 453 565 774 1,008 970
 

Of which: Interest
 
payments (-1,026) (-1,083) (-1,150) (-1,029) (-10188)
 

Current account balance -2,569 -1,006 -1,639 -1,879 -1,891
 

Nonmonetary capital (net) 2,487 1,667 1,431 1,356 1.682 
Private sector 923 51T 78 
State enterprises 1,201 586 491 444 487 
.Central 	government 363 330 418 335 412
 

Errors and omissions 	 39 -531 77 271 

Allocation of SDRs 	 231 - -"-

Overall balance 	 -20 130 -131 -252 -209
 

Monetary movements 20 -130 131 i252 209 i 
Commercial banks -3- -

Monetary authorities .352 190 1...- ..; 
Of which: Use of Fund 
resources (524) (-3) (..) (205) (060i 

Memorandum items:
 
Growth in vol ume of 
exports (percent) 13.8 16.4 5.0' -7.4 7;2 
Growth in volume of non
oil imports (percent) 6.4 -14.3 13.1 28.6 10.2 

Source: 	 Data supplied by the Thai authorities and World Bank 
publication; Thailand: Manaing Public Resources for Structural. 
Adjustment, August 31, 1984. 



TABLE IL-6 Growth in External 

(percent per annum)
 

1971-80 1971-75 1975-80 

Thailand 25.2 14,3 34.6 

Malaysia 28.0 36.3 21.7 

Philippines 19.6, 13.4 26;7 

Korea 23.5 24.2 22.9 

Indonesia 20.2 31.6 111.8 

East Asia 21.0 23.5 19.0 

Middle income 
oil importers 23.0 24.8 21.6' 

* All LDCs 20.8 22.3 19.6 

Source;: .World'Debt Tables 

Indebtednes!
 

1978 1979 1980 1981 

39.6 47.4 47.3 21.4 

26.1. 19.3 15.5 30.9 

22.9 15.3 16.6: i 20.6 

3001. 21.8 16.;8; 23.6l 

11.4 1.4 10.4 .0 

19.5 13.9 17.4 17.3 

27.2 19.8' 15.4- 16.7 

24.6 13.9 14.3 16.0 


