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FOREWARD
 

The accompanying paper represents an updating of the 1974
 
document "Preparing A National Housing Policy." The original
 
paper was concerned primarily with presenting the reasons why
 
a country should formulate a national housing policy as well
 
as with indicating some of the guidelines which need to be
 
considered in doing so. Since then AID has discussed the for­
mulation of national housing policies with several countries
 
and has sponsored regional conferences on the subject in Latin
 
America, Africa, and Asia. Based on the experience of the last
 
three years, it is appropriate to update the original paper in
 
order to share this experience and to further develop the central
 
issues which are of concern to all countries.
 

This revised paper, while keeping to the fundamental
 
principle that preparation of a national housing policy must
 
be the responsibility of the developing country itself, attempts
 
to develop more specific guidelines and suggested objectives

based on current world experience.
 

AID feels that it is particularly appropriate at this
 
time to update this paper on "Preparing A National Houning

Policy" given the emphasis placed on preparing national settle­
ment and housing policies at the United Nations Conference on
 
Human Settlements in Vancouver in June 1976. This conference
 
unanimously approved a bold and innovative statement of "Recom­
mendations for National Action" which clearly underscored the
 
new directions fcr housing policy. The framework for prepar­
ing a national housing policy developed in this paper is
 
responsive to the recommendations of the Habitat Conference
 
and should be helpful in guiding nations in developing these
 
principles into an operational format as described in Chapters

II and III. AID's own recommended objectives as described in
 
Chapter IV are directly parallel to the main recommendations
 
for national action.
 

AID views its role in housing policy formulation as stim­
ulating the developing country to recognize the importance of
 
a national housing policyl providing limied technical assis­
tance in determining how to prepare a national housing policy;

and providing access to worldwide experience in order to assist
 
the country in understanding the range of options and solutions
 
which other countries have adopted. AID does not, and should
 
not, attempt to provide foreign advisors for the purpose of
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Only when the
actually drafting the housing policy itself. 

developing country's own housing institutions and appropriate
 

ministries are participants in housing policy formulation is
 

there any hope that the resulting document can actually be
 

utilized to guide implementation.
 

AID commissioned Mr. Alfred P. Van Huyck, President of
 

PADCO, Inc. and principal author of the original paper, to
 

prepare this revised edition based on AID and world experience
 

since 1974.
 

It is hoped that this publication will prove of continuing
 

value to countries contemplating or initiating preparation of
 

a national housing pnlicy.
 

Peter Kimm
 
Director
 
Office of Housing
 

July 1977
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PREFACE
 

The world has been confronted with a recognizable housing
 
crisis for the last 30 years. In spite of serious efforts by
 
many developing countries to cope with the growing need for
 
housing, most observers agree that the situation is worse
 
today than ever before, and the projections for the future
 
are even more alarming.*
 

The recoqnized deficits in housing stock are the result
 
of the complicated mix of factors affecting the quality of
 
life in the developing countries. Among the factors of con­
cern are:
 

1. In 1974 the approximate urban population (in centers
 
of over 20,000 persons) in the developing countries was 544
 
million. By the year 2000, over one billion additional per­
sons will reside in cities due to growth by migration and
 
natural increase.** Most of the new residents will be poor.
 

2. Additional capital investment of almost one trillion
 
dollars'will be required to provide minimal hou iinq, infra­
structure, facilities, and jobs for this population. This
 
statistic is of concern from the perspective that urban devel­
opment is only one priority among many (such as agrikulture,
 
rural development, and defense) and because overall capital
 
investment is usually much less than the operating expenses
 
of most national budgets.
 

*Figures for the period 1965 to 1972 show that yearly
 

rates of dwelling construction vary from about two to five
 
dwellings per 1,000 inhabitants in developing areas to about
 
eight dwellings per 1,000 inhabitants in European countries.
 
To meet housing needs, it was estimated that from eight to 10
 
dwellings per 1,000 inhabitants a year should have been con­
structed in developing countries. Between 1960 and 1975 only
 
three developing countries- Kuwait, Mongolia, and Singapore ­
were able to achieve that rate. In global terms this means
 
that in urban areas alone the deficit is increasing from
 
four to five million units per year. The problem has become
 
increasingly acute in cities of the developing world, particu­
larly capital cities, as slums and squatter settlements account 

for one-third to one-half of the population. World Housing 
Survey 1974 (New York: The United Nations, 1976), p. 44. 

**Growth of the World's Urban and Rural Population, 1920­
2000 (New York: The United Nations, 1969). 
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3. These massive new urban populations will be the out­
growth of cities already in desperate physical, economic, and
 
social condition. Often 50 percent of all urban households
 
may have monthly incomes of $50 or less. Unemployment ranges
 
from 15 to 20 percent or more of the labor force. Almost half
 
of all urban households have no water service from a piped
 
system. Illiteracy in absolute numbers may even be increasing.
 

4. For most urban centers buildable land is subject to
 
speculation, causing land value increases ranging from 10 to
 
25 percent annually. Land speculation causes aberrations
 
throughout the urban development proce .,. It causes uncon­
trolled spread of the urban area and raises the costs of public
 
services. Most damaging of all it shuts out the low-income
 
family from land ownership, thereby giving rise to squatting.
 

5. The public sector in most developing countries is ill
 
equipped to respond to these enormous urban challenges -­
challenges without precedent in the history of the developed
 
world. There is a fundamental lack not only of trained tech­
nical and administrative capacity but also of financial capacity.
 

This in turn perpetuates cumbersome, counterproductive
 
administrative and management practices, while at the same
 
time rapid multiplication of ministries and agencies at the
 
national, provincial, and local levels f government has led
 
to fragmentation of effort.
 

6. There is little likelihood that urban economies of
 
the developing countries will be ab.. to grow at a rate suf­
ficient to absorb the massive new 1 bor force into high-wage
 
employment in the formal sector. his is expected because
 
of reliance on imported and frequ ntly capital intensive tech­
nology, limited capital resources, limited markets for finished
 
gonds, and constraints in intern tional trade.
 

It is within this broad d complex problem framework
 
tiat specific housing solutio s are required. There will be
 
no quick or easy response to problems of this magnitude. The
 
need is for sustained effort.
 

Housing is a central issue in this crisis. Statistics
 
on the dwelling units required to accommodate new growth and
 
overcome existing deficits defy comprehension. Cities such
 
as Karachi, Pakistan and Calcutta, India are faced with pro­
viding between 40,000 and 60,000 dwelling units a year for
 
the next 30 years, if they are to keep up with population
 
growth and provide housing for those presently inadequately
 
housed. This means tripling and quadrupling housing construc­
tion rates. All of this needs to be accomplished in the face
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of material shortages, skilled labor shortages, capital short­
ages, and the inability of the vast majority of people to pay
 
economic ratos for minimum shelter which meets traditional
 
concepts of safe, decent, and sanitary housing.
 

Nations are forced to make hard decisions on how they
 
will respond to this housing crisis and how they will manip­
ulate their scarce resources in order'to best satisfy the
 
basic human need for shelter. Experience to date has qhown
 
that this is not a simple or clear decision to make. The
 
issues are complex and the political, social, and economic
 
consequences of any action or lack of action are immense.
 

It is the premise of this paper that the starting point
 
for rational decision making in housing is the formulation of
 
of a national housing policy.
 

The purpose of this paper is to present the overall frame­
work which, when developed, would constitute a full national
 
housing policy statement. This paper tries to avoid making
 
policy judgments about specific housing policy content
 
because each nation muct develop a policy which responds to
 
its own needs and aspirations.
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INTRODUCTION 

Shelter is one of the basic necessities of man, along
 
with food and clothing. Let many governments have failed to
 
recognize its importance in national development.
 

A Definition of Housing
 

Shelter is a diversified sector which provides many
 
different types of services. "Shelter services" relate to
 
much more than housinq characteristics such as floor space,

density# building materials, and design. "Housing" is included
 
within the broader concept of shelter. It implies a fixed
 
location and, as such, it prnvides access to employment, educa­
tional opportunities, health facilities, security, neighbor­
hood amenities, public facilities, and markets. Housing pro­
vides an important base from which immigrant families can
 
gradually extend their involvement into urban affairs. A
 
completedefinition of housing also includes basic services
 
such as water, sanitation, and electricity. An effective
 
housing policy is concerned with maximizing the consumption

of these shelter services for the appropriate target groups.
 

Payment for housing services often requires substantial
 
percentages of total household expenditures. The lowest­
income families frequently have to pay higher percentages of
 
income to obtain shelter. As a consumption item, housing
 
competes with other consumption needs for the family budget.

Families may consider such items as food, education, health
 
care, dnd the development of small business opportunities to
 
be higher priorities than "housing." Housing policies with
 
large subsidy elements thus run the risk of prescribing

higher levels of housing consumption than individuals would
 
make if they chose freely themselves.
 

In addition to being a many-faceted consumption good,

housing is also an important investment itemr.. To most indi­
viduals, housing represents the largest single investment
 
of a lifetime. This investment property is especially impor­
tant as household incomes increase and housing is viewed less
 
as a basic consumption item and more as a key to a secure
 
future. Housing can also become an important income-yielding
 
asset.
 





The Importance of Investment in Housing
 

For years economists and social planners have been in
 
disagreement about the importance of investment in housing
 
as opposed to investment in other sectors such as manufactur­
ing and transportation. Some economists have argued that
 
housing, with a high capital/output ratio estimated at 7.1
 
for the United States, cannot compete with other sectors
 
which yield quicker, more readily measureable payoffs.
 
Alternative ratios as low as 3.2 for railroad transportation
 
and 1.6 for iron mining indicate that these sectors should
 
receive a higher priority for scarce investment resources. l/
 

To counter this argument, housing advocates have argued
 
that improved shelter and better neighborhoods are worthy
 
priorities for their own sake. It has been argued that better
 
shelter can contribute to social and political stability and
 
reduce the incidence of disease and deviant behavior. These
 
factors may be especially important in the developing countries
 
where the prospect of explosive and catastrophic social and
 
political breakdowns might be faced if the problems of the
 
urban poor are neglected. Housing programs offer an opportu­
nity for direct allocation of government services to the
 
poor and, in some cases, for limited income redistribution
 
through housing subsidies.
 

In more recent years some economists have argued that
 
the high capital/output ratio (low productivity) of housing
 
investment relative to other sectors may be overstated. The
 
benefits of housing investments have traditionally been
 
measured by the increased rents they produce. It has been
 
argued that additional benefits should also be considered,
 
such as the increased work productivity of rehoused workers,
 
improved health and lower health care costs of residents,
 
increased motivation and effectiveness in education of
 
rehoused children, reductions in crime and juvenile delinquency,
 
and, especially in the case of slum improvement, reduction in
 
the number of fires.
 

1/ Leland S. Burns, "Economic Analysis of Housing Pro­
qram--for Developing Countries," Ilousing and Development:
 
Two Excerpts, International Housing Productivity Study,
 
1956, University of California, Los Angeles.
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Many of these hypothesized additional benefits have been
 
the subject of empirical research. 2/ Results are largely

inconclusive, but test cases have iidicated a positive cor­
relation between improved housing and most of these factors.
 
The clearest correlation is between improved water supplies

and sanitation to improved health. This shows the potential
 
economic importance of upgrading schemes and housing programs
 
which concentrate on the provision of basic services rather
 
than completed structures.
 

/ 

Additional benefits from housing investments should also
 
be considered. The incentive of home ownership can attract
 
otherwise unavailable private savings into specialized finan­
cial institutions. The resulting institutionalized liquidity
 
can facilitate the provision of short- and long-term credit
 
for home construction and purchase, with important implica­
tions for future as well as present growth.
 

Housing programs provide an excellent opportunity for
 
increasing the efficiency of urban land use. Housing can
 
be planned near employment opportunities and commercial cen­
ters to reduce loss cf energy and time. Well planned housing
 
can use urban infrastructure more efficiently. Improved

housing can also increase the tax base of city governments.
 

The housing construction process itself can have a
 
positive impact on many other sectors of the economy. A
 
dynamic construction industry is the sine qua non for success­
ful development. Housing programs can provide a major stimu­
lus to the development of the skills, entrepreneurship, and
 
capital investment necessary to make the construction industry
 
a major contributor to economic progress.
 

Housing construction provides a point of entry to the
 
job market for many unemployed and unskilled urban migrants.

In Kenya it is estimated that housing construction currently
 
supplies 12,000 man-years of employment and that 2,000 man­
years of work are generated for each $2.8 million of invest­
ment in housing. In Pakistan it has been estimated by the
 
House Building Finance Corporation that for each 10,000
 
standard houses built in Karachi( there will be 32,500 man­
years of work generated. These figures do not include the
 
multiplier effect of housing cqnstruction on employment in
 
sub-sectors such as building materials, furniture making,
 
transport services and infrastructure construction.
 

2/ Leland S. Burns and Leo Grebler, "Resource Allocation
 
to HoUsing Investment: A Comparative International Study"
 
Economic Development and Cultural Change. The University of
 
Chicago Press, Vol. 25, No. 1, July 1976, pp.95-121.
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The demand for building materials created by housing
 
construction may enable materials industries to meet the neces­
sary economies of scale for sustained production. Housing con­
struction generally uses a higher percentage of locally pro­
duced materials than other types of investment. In Mexico
 
and Korea only 6.0 and 10.0 percent, respectively, of total
 
housing investment is used for imports,
 

The Importance of Housing
 
for Low-Income Groups
 

Conventional home building and financing techniques have
 
enabled large numbers of middle-income families, particularly
 
in Latin America, to finance their own housing without making
 
large demands on scarce government resources. The success
 
of middle-income housing programs can help prevent che "raid­
ing" of lower-income developments. Conventional housing proj­
ects can also be extremely important generators of employment.
 
Nevertheless, it is now widely understood that conventional
 
techniques are not sufficient to meet the overwhelming shel­
ter needs of'the urban poor.
 

Most of the expansion of urban populations in the devel­
oping countries is among the low-income groups, and large
 
amounts of private resources are already being invested in
 
unplanned settlements to house these people. A relatively
 
small effort in economic terms is required to redirect this
 
spontaneous effort into better planned communities with higher
 
levels of urban services and community facilities.
 

Minimum shelter in suitable locations near employment can
 
greatly improve the productivity of low-income households.
 
Likewise, more secure tenure and improved basic services,
 
either in new shelter projects or in neighborhood improvement
 
programs, can have a significant impact on living conditions
 
with a minimum investment.
 

Low-income housing programs also have beneficial implica­
tions for other sectors. Housing construction using self-help
 
technology and indigenous materials will have a minimum negative
 
impact on the balance of trade, whereas more expensive tech­
nologies can require large levels of imports, often 30 to 40
 
percent of total construction costs. Housina construction can
 
be inflationary if it uses skilled labor and materials which
 
are in short supply and are demanded by other sectors. How­
ever, if simple techniques are used which employ a maximum
 
of unskilled, underemployed labor and more abundant local
 
building materials with relatively elastic supply, inflationary
 
pressures can be avoided.
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Minimum standard housing directed toward lower-income
 
families will tend to employ more workers per dollar invested
 
in housing. For low-income families, five man-years of employ­
ment would be produced. If the same amount were invested in
 
higher income housing, only two man-years of employment would
 
be produced. 3/
 

Conclusions
 

Aside from optimality criteria, it appears that the ratio
 
of housing investment to total output varies with the level
 
of overall development in each country. Recent evidence shows
 
that the percentage of gross national product in residential
 
construction rises from 2.75 percent in the least developed

countries to 6.48 percent in the developed countries. 4/
 
Empirical findings suggest that the share of housing iF total
 
output is low at early stages of development but that it rises
 
as development proceeds. Housing becomes more productive

relative to other investments. At the later stages of devel­
opment, the share of housing in total output appears to fall.
 
It is in the mid-range, rapidly developing countries with
 
high rates of population growth and migration that housing
 
appears to be most important relative to other investments.
 

A housing policy will help to determine how much will
 
be investment in housing, but this may partly be established
 
a priori by a country's level of development or by larger
 
macro economic planning considerations. It is equally as
 
important, however, to establish what type of housing will
 
be made available for whom. This will require a close coor­
dination between housing policy planning and national economic
 
planning so that all the intricate social and economic implica­
tions of housing policy can be fully weighed.
 

3/ W. Paul Strassman, "Measuring Employment Effects of
 
Housing Policies in Developing Countries," Economic Develop­
ment and Cultural Change. The University of Chicago Press,
 
Volume 24, Number 3, April 1976, pp. 623-632.
 

4/ Burns and Grebler, gpcit. 
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Chapter I
 

THE VALUE OF A NATIONAL HOUSING POLICY
 
AND OBSERVED DEFICIENCIES
 

Es4-ablishing Objectives
 

The need for a national housing policy is just now being

recognized as an urgent issue among countries throughout the
 
world.* A national housing policy is essential to the achieve­
ment of the following objectives:
 

Understanding Dimensions
 
and Irplications of the
 
Housing Sector Problem
 

All of the many groups involved in various aspects of
 
housing should understand the basic issues involved, the linkages
 
between housing and national economic development and between
 
housing and urban development.
 

There should be a common set of data, projections, and
 
estimates which all parties involved should be using as back­
ground for their individual work. The formulation of a national
 
housing policy brings together all relevant material, data, and
 
projections that are required for many parts of the government
 
and private sector.
 

*For example, note the emphasis given to housing and settle­
ment policy issues in Report of Habitat: United Nations Conference
 
on Human Settlements, (New York: The United Nations, A/Conf. 70/15,

1976) where all participating nations voted unanimously in favor
 
of recommendations for national action.
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Establishin4 a Unity of Purpose
 
and a BaisIfor Decision Making
 

The housing policy should develop a unity of purpose among
 
all groups involved in housing or affected by it. It should
 
ensure that the interests of all groups, including low-income
 
groups, are reflected in the actions proposed. It should
 
establish a basis for decision making for the public and private
 
groups resp nsible for various aspects of housing development.
 
In this sen e the national housing policy acts as catalyst for
 
achieving b tter coordination among many groups.
 

There a e a great many acfors involved in the housing
 
delivery sys em, including users of housing, land developers,
 
housing agen ies, housing finance agencies, land development
 
agencies, lan use control and planning agencies, and local
 
government anI private financing groups. The housing policy
 
should establish a unity of purpose among the various actors.
 
The housing poLicy should be goal-oriented: it should not only
 
respond to cur ent problems but also set goals and standards
 
for future achiwvement. The housing goals should provide guide­
lines for the f ture definition of target groups, space, services
 
and construction standards, levels of investment financing, and
 
the roles of tho e involved in the housing delivery system. If
 
unity of purpose Is achieved and the special interests of all
 
involved are repr sented, the policy will, if it makes adequate
 
allowances for admnistrative slippages and economic bottlenecks,
 
be implemented. I there is no unity of purpose, it will not.
 

The housing pol icy should establish a basis for decision
 
making at all levels of government and within the private sector.
 
It is through day-to- ay decision making in government and the
 
private sector that p licy is carried out. Most of this decision
 
making has a relativel short time frame, and it is always sub­
ject to pressures of t e moment and the specific situation. The
 
housing policy is neces ary to establish guidelines for day-to­
day decision making to tnsure that action does not degenerate
 
into "fire fighting" and\that it results in continued progress
 
toward established goals.\
 

Establishin the Place of [ousing

in National Development Prorit es
 

Housing has tended to considered by macroeconomists as
 
a consumption good and low-p iority investment item, and it
 
has been relegated to a relat vely low priority in national
 
development priorities for th t reason. This trend seems to
 
be reversing as some well-know economists are beginning to
 
think of housing as a potentia leading sector of the urban
 
economy.
 



A national housing policy establishes priorities for
 
housing investment within the national development process.
 
There are, of course, many considerations. Each country will
 
resolve housing priority issues depending on its own situa­
tion and needs. What is important is that housing be addressed
 
explicitly and policy decisions be made within a recognizable deci­
sion framework. All too often the housing sector has been left
 
as an afterthought or residue item in the national economic plan­
ning process. This in turn leaves all of the many housing groups
 
within the public and private sector without policy direction.
 
The resulting program initiatives are ad hoc, often poorly con­
ceived and unevenly implemented. The net result is waste of
 
managerial skill and financial resources and a lower output of
 
housing units than would otherwise be possible.
 

Defining the Respective
 
Roles of the Public and
 
Private Sectors in Housing
 

The national housing policy should define respective
 
roles of the public and private sector in housing. The role
 
of each sector should be related to the three basic functions:
 
to build, to finance, and to facilitate. There is a broad
 
range of policy options in assigning functions to build and
 
to finance. Because there is a broad range of options, it is
 
important that the relative roles of the two sectors be defined.
 

Most housing plans will specify in varying degrees of
 
detail what the public sector expects to do in the housing
 
field. The difference between this level of effort and the
 
estimate of housing needs is then usually left as a single
 
quantified figure labeled "private sector." This simplistic
 
approach is detrimental to housing because it does not give
 
clear guidelines to the private sector as to how it is to
 
respond. Nor does it provide a convincing case demonstrating
 
that the private sector can meet the targets set with
 
the resources available.
 

In most situations, the private sector will play an impor­
tant role, and the quality and adequacy of housing constructed
 
will be directly related to the capability of firms in the
 
private sector. In order for the private sector to enter the
 
housing field, it is necessary that it have reasonable expec­
tations of freedom of operation (with only as much regulation
 
as necessary to protect the public interest), that it be given
 
access to credit and to land, and that it be allowed an accept­
able rate of return on capital.
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Conversely, it is important that the role of the public
 
sector be firmly established so that it is able to regulate
 
the provision of adequate financing and to perform those
 
functions that are not the responsibility of the private
 
sector.
 

Relating Public and Private
 
Sector Housing Programs to the
 
Real Need of all Income Groups
 

The national housing policy should be designed so that
 
it clearly responds to the real needs of all income groups.

The lower-income groups of society have sometimes been left
 
out of housing policies on the grounds that they are a part
 
of the popular sector* and, tnerefore, outside the area of
 
concern of housing policy. This fails to recognize the
 
importance of achieving better living conditions for lower­
income groups as well as the contribution they can make to
 
national economic development.
 

Identifying and Eliminating Bottlenecks
 

Finally, housing policy should identify specific problems
 
or bottlenecks in the housing process and make recommendations
 
to overcome them. For instance, in some developing countries
 
just beginning to experience large-scale urban development,

virtually no key institutions and legislation may be in place.
 

The legislative base in many countries has a direct link
 
back to the days of former colonial power. The laws then were
 
designed to ensure high standards of housing for Europeans.
 
Building codes, subdivision procedures, zoning laws, taxation
 
laws, and laws governing landlord-tenant relationships may be
 
constraints on the construction of new housing and the opera­
tion of the rental market. The housing policy should call for
 
legislation to create laws suited to the needs of the develop­
ing country. These will often be quite different from laws
 
developed during the days of colonial power.
 

*The term "popular sector" as used in this document refers
 
to self-building and financing by individuals, predominantly

low-income households, outside the formal channels of the
 
public and private housing sectors.
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In many countries there has been a tendency to create
 
agencies at all levels of government in response to narrowly
 
defined housing needs and as a method of overcoming the failure
 
of agencies already in existence. In many there is a lack of
 
key agencies. As a resalt, it is almost impossible to ensure
 
smooth administration of housing policy. The national housing
 
policy should recommend administrative changes necessary for
 
better implementation of housing policy.
 

There may be a complete lack of housing and construction
 
finance agencies or the programs of existing agencies may be
 
limited to high-income groups and modern housing and not suit­
able for a comprehensive housing program. The housing policy
 
must lead to the creation and smooth operation of adequate
 
agencies for financing both housing construction and housing
 
purchase.
 

There is a need in most countries for partial public land
 
ownership and development, if not housing construction, in order
 
to ensure that land is efficiently developed and that land is
 
available for low-income groups in suitable locations. Land
 
management and development agencies should be recommended as
 
part of the housing policy if they are necessary in the specific
 
situation of a country.*
 

Existing National Housing Policies
 

More and more countries are recognizing the need for a
 
national housing policy. To date many of these efforts are
 
incomplete in many aspects, but the concept is becoming well
 
established. Among international agencies and individual
 
experts the importance of national housing policies is clearly
 
recognized. It is likely, therefore, that developing countries
 
will continue to develop comprehensive national housing policies
 
in the years ahead.
 

*For further discussion of land development agencies, see
 

Guidelines for Establishing and Administering Land Development
 
Agencies in the Development Countries, Ideas and Methods Exchange
 
No. 69 (Washington, D. C.: Department of Housing and Urban
 
Development, Office of International Affairs, 1973).
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The United Nations has recently published World Housing
 
Survey 1974 which contains the first attempt to compile an
 
overall lsting of those countries which had a national housing
 
policy in some form as of the date of the survey. This compila­
tion is reformulated as Tables 1, 2, and 3 of this report; the
 
countries in which the AID Housing Guaranty has had one or more
 
projects is also shown. The degree of completeness and the
 
practical value of the individual housing policies is not known
 
as no evaluation of the data has been undertaken; nonetheless,
 
certain important trends can be seen.
 

Out of the 128 countries listed in the tables, all but
 
30 have at least a partial housing policy. This means that
 
77 percent of the countries have some formal recognition of
 
housing policy. Latin American and Asian countries lead with
 
an 82 percent and an 81 percent coverage respectively, while
 
Africa has a 63 percent coverage. It should be noted, however,
 
that the United Nations report states that an indication of no
 
housing policy does not necessarily mean that the country does
 
not have one, but rather that it was not noted during tne re­
search effort. In addition, other countries may have deaieloped
 
policies or changed policies since the survey was taker in 1974.
 

In total 57 countries have urban housing policy statements,
 
50 have rural policies, and 21 recognize special housing groups
 
(usually civil servants, veterans, industrial workers, etc.).
 
Public housing for low-income groups is recognized specifically
 
in 28 countries, while 11 countries recognize sites and services
 
projects specifically. The latter number is probably increasing
 
as at least 25 countries are either undertaking sites and ser­
vices projects or discussing them with international agencies
 
such as the World Bank and AID.
 

It can be said, therefore, that most countries have housing
 
policies in one form or another. A review of 12 national housing
 
policies showed that housing policies are frequently included
 
as part of the national economic plan. The place within the
 
economic plan varies. A number of economic development plans
 
still place housing under "social overheads" or even "welfare
 
expenses," with little recognition of housing as other than a
 
program for low-income groups. However, most countries do not
 
have a fully worked out housing policy which covers all of the
 
various components. The most frequent deficiencies noted are
 
discussed below.
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Lack of Implementation Strategy
 

Some housing policies and plans simply do not include
 
an implementation strategy. One housing plan recognizes the
 
majority of the population as low-incore people "who are un­
able to pay for housing without heavy subsidies." The plan,
 
however, calls for an increase in construction over several
 
years from the current rate of two houses per 1,000 population
 
per annum to 12 houses per 1,000. The increased percent of
 
national income required for this enormous task is not stated,
 
nor is the division between private and public sector con­
struction targets. It remains unclear how this target is to
 
be achieved.
 

The relationship between policy statements, plan targets,
 
and budget allocations is rarely sufficiently clear to allow
 
tracing of a particular program through the system in order
 
to see that all elements are consistent according to priorities.
 

Lack of Political Support
 

By far the most significant reason for failure of many
 
housing policies to have an impact is the lack of true political
 
support. All too often housing policy is prepared at the tech­
nical level of government and not at the political level, with
 
the result that there is no real political or legislative man­
date for the policy.
 

If top level commitment to clearly understood objectives
 
exists (major emphasis on self-help schemes for example), lower
 
ranks will not radically deviate from agreed policy. When
 
they do, remedial pressures can be readily applied. If policies
 
are "slipped past" high level politicians, eliciting only luke­
warm or neutral reactions, implementation will be difficult.
 
Just this situation occurred in 1969 when expatriate advisers
 
on the national plan of a developing country wrote a housing
 
policy committing the government to the sites and services
 
concept (the plan target was for 25,000 serviced plots in five
 
years). Little or nothing was accomplished except for a small
 
pilot project of a few hundred plots which languished in spite
 
of significant international technical assistance. Then in
 
1972 the president made a major speech endorsing the sites and
 
services concept. Immediately planning for the program com­
menced and a major program was soon initiated.
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The Basic Complexity of Implementation
 

Even if appropriate political support exists at the right

levels for objectives and targets which will actually achieve
 
goals and purposes, enforcement may prove troublesome. Policies
 
are enforced through a variety of more or less obvious mechan­
isms such as budget controls, administrative procedures, or
 
taxation measures dealing with the various actors 
(public and

private). Budgets affecting public sector aczors may be used
 
as an inducement, a constraint, a threat, or a punishment in
 
different situations.
 

Taxation affecting private users is an especially effective
 
tool for discouraging any activity which inhibits or delays the
 
achievement of desired ends. 
Taxation of unearned increments
 
from speculative land dealings may capture private profits for

public use. Similarly, heavy taxation of unused or underutil­
ized urban land may increase the amount of land available for
 
immediate development. However, as a tool of enforcement for

disputed or difficult policy measures affecting recalcitrant
 
populations, it must be used with some caution. 
When taxation

is applied to the redistribution of income, its effect may

undermine investment incentives or other desirable activities.
 

Housing policies often attempt to set minimum and some­
times maximum standards. These standards are always extremely

difficult to enforce. 
For instance, standards restricting

consumption of scarce materials by placing a maximum size
 
limitation on a house are little attempted and often unenforced.
 
Minimum standards, below which housing will be termed illegal,
 
are often attempted. When these minimum standards are set
 
above the financial ability of low-income people to comply,

they are either unenforceable or create severe hardship upon

the household through government demolition or harassment.
 
In addition, by undermining the initiative of the low-income
 
group who cannot hope to meet the minimum standards, such

practices effectively force people to live in worse conditions.
 
This accomplishes the exact opposite of the seemingly good

intention of setting a minimum standard in the first place.
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The Distinction Between National
 
Housing Policies and Plans
 

The relationship between housing policy and housing plans
 
needs to be clarified and a distinction drawn between the two.
 

The housing policy document defines overall objectives

and responsibilities of various participants in the housing

delivery system, sets broad general directions for the kinds
 
of housing to be developed, sets priorities for delivery of
 
housing to various income groups and other special target
 
groups, sets general financial terms and conditions, and sets
 
the role and dimensions of possible subsidies.
 

A housing plan, on the other hand, implements policy and
 
is measurable against it. It sets forth a specific program

of action to achieve certain goals in terms of selected time,
 
place, and means. It must, therefore, present quantified

objectives and more detailed methodology than the policy state­
ment and present it so that both implementation and evaluation
 
can be traced out clearly.
 

This is of course much easier to say than do, but an
 
awareness of both aspects helps the policymaker state goals

and specific ways and means of achieving them in related terms
 
and compatible quantities.
 

The relationships between policy, plans, and action are
 
shown in Chart I. Policy should state objectives of the
 
development plan; these in turn affect the targets, and there­
fore the budget. The development plan should establish actual
 
expenditures and the specific actions to be taken or avoided.
 
This is represented by a general flow from left to right on
 
the diagram.
 

On the other hand, when actual actions taken or not taken
 
are independent of the policy/plan process, they create a
 
reverse flow from right to left which de facto results in
 
establishing a "real policy" instead of a "stated policy."
 

"Real policy" is derived from the actual, operating
 
sequence of decisions regarding how and where and by whom
 
housing will be built and used. It includes budget decisions
 
at various times and levels and both purposeful and uninten­
tional or uncoordinated actions taken or not taken by the
 
government, commercial sector, and users of housing. These
 
levels of actual decision making overlap to varying extents
 
and are rarely in total harmony. Budget allocations and
 
actual expenditures are a fairly realistic indication of
 
actual policy decisions.
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CHART I 

POLICY DECISION-MAKING LEVELS 

POLICY DEVELOPMENT PLAN BUDGET ACTION 

Purposes Obectives Targets 

Five-
Year 
Plan 

Budgets 

Annual 
Budgets 

Iovt 

Actual 
Expenditures 

Action Taken 
(Intentional or 
Unintentional) 

I Pvt I Users 

Action 
Not Taken 

(Intentional or 
Unintentional) 

Govt I Pvt Users 

Stated Policy implies progress is from left to right 

Real Policy is actual actions from right to left 



The review of existing housing policies reinforces the
 
impression that "real policy" does not necessarily correspond
 
to "stated policy." This may be due to discrepancies between
 
the policy statement and its interpretation into a specific

plan of action or to a wide variety of political, economic,

technical, or social reasons affecting the implementation of
 
that policy.
 

In any case, this implementation gap has become suffi­
ciently alarming to cause a need for serious rethinking on
 
policy issues. Indeed, most of the frequent failings of
 
national housing policies noted in the previous chapter are
 
the result of inadequate coordination between policy formu­
lation and plan implementation stages.
 

Policy deviations may occur at the point of their trans­
lation from statement to plan, and again as the plan approaches

implementation levels through misunderstanding, miscommunica­
tion, lack of coordination, or declining levels of political
 
conviction. Aggregate policies (collections of unrelated
 
agency statements and plans) may never even consciously

realize the existing conflicts between different sections
 
since they contain no rational comprehensive statement of
 
direction to be measured against. Other policies are formu­
lated by default, frequently constituting a government's

entire position regarding the popular sector's housing efforts.
 
The resulting conflict, loss, and delay can rarely be afforded
 
in developing economies.
 

An Example of "Real Policy"
 

The demolition of nearly 8,000 family units in a capital

city during 1971 (four or five times the amount built by the
 
city during the same period) was cairied out in the face of a
 
policy statement that "since the overall shortage is so acute,

available finance will largely be used to expand the total
 
stock of houses, rather than to clear slums ... Replacement

of large areas of dilapidated urban housing ... will, for
 
the most part, have to be postponed."
 

The phrase "for the most part" provided a sufficient gap

for a division of the City Council's Health Department to
 
override the spirit of a policy statement issued at the
 
ministerial level.
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The Conflict Between Individual Household
 
And National Housing Objectives
 

The development process itself is both national in charac­
ter and personal in its benefits and achievements. Policies
 
designated to guide this process must recognize and deal with
 
both levels of aspirations. Unfortunately, the housing policies
 
of some governments, which are formulated to guide the collective
 
expression of individual aspirations, often take forms which
 
create serious obstacles to the majority of their people. This
 
occurs when individual household actions come into conflict with
 
a government's interpretation of the public interest.
 

Governments all too often view housing policy mainly from
 
the point of view of national or collective aspirations. This
 
is seen in typical goal statements related to "minimum standards
 
of decent housing" which are to be achieved for every family.
 
Projects directed toward this end often become matters of nation­
al prestige whether or not there exist sufficient resources to
 
make them significant on a national scale. Individually, the
 
less affluent are less likely to be concerned with the quality
 
of their shelter than higher-incomc groups who are in a better
 
position to both articulate and pay for what they want. Policy
 
statements stressing the importance of achieving high minimum
 
standards for low-income families often make their own assump­
tions regarding the priorities of that sector and are likely
 
to find their position either unenforceable or counter-productive
 
over the long run.
 

What is important is freedom for households to manage
 
their own resources, however meager, in order to achieve the
 
best possible standard of living in the long run according to
 
their own needs and priorities.
 

Summary
 

The entire concept of preparing a national housing policy
 
is just emerging as an important concern for governments. For
 
instance, the United States of America has never had a truly
 
comprehensive national housing policy, although like most
 
other countries it has had pieces of a housing policy for years.
 
Today there is a growing concern that this is not enough, and
 
considerable effort is going into the study and development
 
of a full national housing policy.
 

It can be concluded from this discussion of the value of a
 
national housing policy and deficiencies in typical existing
 
housing policies that what is being proposed is a comprehensive
 
and detailed approach to housing policy formulation. Experience
 
over the last few years has underscored the complexity of this
 
task. It has become clear that a national housing policy is a
 
continuously evolving document.
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Chapter II
 

ORGANIZING TO PREPARE A NATIONAL HOUSING POLICY
 

A national housing policy should appear as a written
 
document. In the context recommended here, it should be
 
independent of the national housing plan, which will probably
 
be a section of the national economic development plan of a
 
country. This is not to say that the policy might not also
 
appear in the economic plan, but the policy also serves an
 
independent role.
 

The procedure for preparation of the national housing
 
policy is itself a critical variable as selection of the
 
participants will directly influence eventual policy decisions.
 

National housing policy prepared from a technical point
 
of view will almost invariably call for fundamental changes
 
in the housing delivery system. These technically desirable
 
changes will frequently be at cross purposes with vested
 
interests in both the public and private sector and may even
 
be outside acceptable ranges of immediate political support.
 
Since a national housing policy is by its very nature a polit­
ical issue, it is well for housing technicians to be prepared
 
to negotiate the document and to compromise where necessary
 
to achieve its acceptance and implementation. As further
 
experience is gained and opportunity occurs, the national
 
housing policy can be strengthened through revisions and
 
additions. It is for this reason that a national housing
 
policy can never be thought of as complete at any given point
 
in time.
 

A housing policy can be a very sophisticated technical
 
document with an elaborate economic analysis developed from
 
a detailed data base or it can be based largely on expert
 
judgment from professionals concerned with housing and economic
 
development. It is obviously better to have a substantial
 
technical data base and analysis underpinning the housing
 
policy, but the absence of such information should not pre­
clude the preparation of a housing policy based on the best
 
information available at the time. As further information
 
is developed, the housing policy can be strengthened accord­
ingly.
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The housing policy format described in this report is
 
based on the assumption that only basic and rudimentary data
 
will be available. The suggested approach, therefore, requires
 
little elaborate data collection and technical analysis and
 
is mostly concerned with establishing a logical framework
 
within which expert judgment can be effectively utilized to
 
determine housing policy decisions.
 

It will be necessary, however, to have a defined heirarchy
 
for technical work and decision making in order to successfully
 
achieve a comprehensive national housing policy. This will
 
require at least four levels of activity to be recognized on
 
a continuing basis.
 

The Policy Decision Group
 

The political level should first determine that a compre­
hensive national housing policy is desired. This should be
 
either a decision of the country's chief executive or a cabinet
 
decision.
 

After a national housing policy has been drafted, it should
 
ultimately be approved at this same level in order to insure
 
that the document has full political support at the highest
 
levels and that it will be used as a mandate for action.
 

The Policy Formulation Group
 

The burden for preparation of the policy should fall on
 
an inter-ministerial task force representing such groups as
 
the ministries of development planning, finance, housing, and
 
town planning. The task force, in turn, should have a basis
 
representing various participants in the housing process.
 

For example, Korea has taken a major step toward achieving
 
a national housing policy through establishment of a Housing
 
Policy Council under legislative mandate. The responsibilities
 
of the Council as defined in the law include:
 

1. 	Preparation of basic policies for housing
 
investment.
 

2. 	Preparation of long-term plans for housing
 
investment.
 

3. 	Preparation of annual plans for housing
 
investment.
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4. 	Allocation of funds for housing among
 
various housing agencies and institutions.
 

These functions are precisely those required to undertake
 
preparation of a national housing policy as proposed in this
 
paper.
 

Membership of the Korean Housing Policy Council includes
 
the broad spectrum of agencies which need to be concerned with
 
housing. The Council meets under the Chairmanship of the Vice-

Minister for Construction. It includes senior representatives
 
of the Korean Housing Corporation, the Korean Housing Bank,
 
the Economic Planning Board, the Ministry of Finance, the
 
Ministry of Home Affairs, the Ministry of Economic Affairs,
 
and has two places reserved for representatives of the private
 
sector.
 

The 	Housing Policy Task Force
 

A housing policy council of the kind established in Korea
 
needs a full-time technical staff in order to be effective.
 
Actual formulation of the professional staff can take a variety
 
of forms. It would be desirable to assign specific overall
 
responsibility for the staff to one agency. In the Korean
 
situation the Ministry of Construction should be responsible
 
for the technical staff. The working groups themselves, how­
ever, should utilize many diffpeent skills from other ministries,
 
agencies, and the universities or institutes within the country
 
as it is unlikely that one agency will have professionals in
 
the full range of skills necessary for preparing a national
 
housing policy. Also, a multi-agency task force approach will
 
permit various viewpoints to be represented, which should
 
reduce policy differences that might otherwise surface during
 
housing policy council review.
 

As a minimum, the working task force should include
 
economists, public financ. specialists, sociologists, archi­
tects, urban planners, construction engineers, and lawyers.
 

Even after the initial heavy workload of completing the
 
first national housing prlicy is complete, a small staff
 
should be permanently engaged in monitoring progress in imple­
menting the policy and its subsequent plans and making appro­
priate recommendations for change based on its evaluation.
 
This small team should probably be located in the agency
 
responsible for overall national ecunomic planning.
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The Policy Advisory Groups
 

Informal advisory panels should meet from time to time
 
as required. The purpose of the advisory panel, which need
 
not have official status, should be to bring additional knowl­
edge and resources to the disposal of the task force. A wide
 
range of housing suppliers and various Aser groups should be
 
contacted and their opinions solicitd.
 

Housing activities involve two sets of actors: suppliers
 
(including the government or public sector; the commercial,
 
professional, or private sector; and the popular sector); and
 
users (of all income levels). Formal policy preparation
 
normally takes place at government level, with occasional
 
collaboration with one or two of the other groups. Public
 
sector actors may represent national, regional, or local
 
levels. While regional and local officers may make sugges­
tions regarding appropriate policy affecting their areas, the
 
national presence tends to dominate decision-making groups.
 

Private commercial interests influence policy decisions
 
directly through participation in collaborative or advisory
 
groups, through lobbying activities, or de facto through in­
vestment in the provision of certain types of housing com­
ponents or packages. This de facto decision making can be
 
wasteful, and may conflict with stated policies such as en­
couraging simpler technologies or wider participation in
 
housing construction through self-help. Although private
 
commercial interests may have developed useful skills and
 
knowledge of certain housing types, their profit orientation
 
makes them suspect, and for this reason they do not usually
 
visibly participate in decision making.
 

Users themselves are only infrequently represented in
 
policymaking in developing countries. Their role is nearly

always confined to that of a passive recipient of goods or
 
information. Occasionally efforts are made to open up chan­
nels for popular input at decision-making levels (through
 
community forums or committees), but even these normally act
 
in an advisory or review capacity, and carry little if any
 
real authority.
 

Decisions regarding how much housing is to be built,
 
where it is to be built, and at what price and cost to resi­
dents are all determined by producers of housing (public, private,
 
and popular sectors). Policies regulating these decisions
 
are determined by representatives of one or more of these
 
producers. But the housing is intended to serve the basic
 
needs not of producers, but of people. Interaction between
 
these participants in the formulation of a housing policy is
 
critical.
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Chapter III
 

THE CONTENT OF A NATIONAL HOUSING POLICY
 

The 	content of natiopdl housing policies will be different
 
for 	each country because of very wide differences in social,
 
economic, cultural, and pol1tical factors which must be con­
sidered. Therefore, it would be of little value to attempt
 
to discuss the specific content of a national housing policy.
 
However, key concepts and broad areas of substance can be
 
stressed within which specific policy should be developed.
 

The fundamental ob3ective of a national housing policy
 
should be the universality of its coverage of the housing
 
field. A review of current housing policies indicates that
 
rarely is the policy explicit in covering all aspects of hous­
ing. This is a ma3or shortcoming because it gives rise to
 
the problem between housing policy and housing plans and
 
between "stated policy" and "real policy."
 

Under the distinction drawn in this paper, housing policy
 
would provide the overall goals, program context, strategy of
 
the housing delivery syztem, and procedures for evaluation.
 
It would serve as a background for the national housing plan
 
which details goals into specific objectives, targets, and
 
budgets within a time horizon.
 

The Basic Criteria
 

A comprehensive housing policy should recognize three
 
basic criteria in its formulation:
 

1. 	It should develop explicitly how all housing
 
is to be supplied from both the public and
 
private sectors and how the housing demand
 
from all income groups and special groups is
 
to be met in principle.
 

2. 	It should cover both rural housing demand
 
and urban housing demand recognizing dif­
ferent housing requirements reflected by
 
city size considerations (capital city,
 
provincial cities, and market towns).
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3. 	Most important, the housing policy must
 
be internally consistent so that the
 
relationship between individual policy
 
objectives and specific implementation
 
measures can be established and verified.
 

In meeting these criteria each country may elect to
 
proceed differently. There is no one correct approach or
 
precise way to formulate a national housing policy. None­
theless, to illustrate the kinds of information which should
 
be communicated in the housing policy the following outline
 
is offered.
 

I. 	The Background Situation
 

In preparing a national housing policy and subsequently

national housing plans, a major effort should be made to gather

background information on the housing sector and to establish
 
an adequate data base. This need not be done all at once, and
 
indeed it is best for housing data collection to be the con­
tinuing function of an appropriate agency. The kind of infor­
mation which should be collected is listed in Appendix I. This
 
information is needed in order to establish the universe of
 
problems and issues to which the housing policy should be
 
addressed. This data need only be summarized in the housing

policy document itself in order to provide a frame of reference
 
by which to understand the policy recommendations which follow.
 
Among the specific items of information which might be included
 
in the housing policy are the following:
 

A. 	 Housing Within
 
Eiconomic Development
 

The historic relationship between the housing sector and
 
the overall national economic development effort can be ex­
pressed by such indicators as the proportion of residential
 
investment to overall capital formation and the percentage of
 
the gross national product represented by housing. (A crude
 
rule of thumb suggests that if housing is less than four per­
cent of GNP, housing has a low priority in comparison to other
 
sectors; over four percent indicates a higher priority.)
 

B. 	Housing Problem
 

Information on the dimensions of the current housing prob­
lem and projections of the future housing requirements should
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recognize both rural and urban housing and cover the demographic
 
factors related to housing: employment and household income
 
distribution, household expenditure patterns, and typical levels
 
of household incxme allocated to housing. It should include
 
an analysis of the existing housing stock and estimate current
 
and projected demands (by location and income group). It
 
should include an analysis of urban land demands and related
 
problems as well as an analysis of construction costs and
 
building materials problems and related issues.
 

C. 	Public and Private
 
Sector Roles
 

An historical review of public and private sector responses
 
to the housing issues using quantified data in numbers of units
 
constructed and capital invested should be presented. This
 
information should establish the scale of the response to hous­
ing needs to date as well as the likely trends under existing
 
policies in the future. The analysis should establish the
 
adequacy of this level of response given dimensions of the
 
problem identified in Item B above.
 

D. 	Delivery System
 

The current housing delivery system should be described
 
for the public, private, and popular sectors along the follow­
ing lines.
 

1. The public sector delivery system should identify
 
existing organizations responsible for house building and give
 
the nature of their programs, the scale of their operations,
 
and the types of housing being constructed. It should identify
 
housing finance organizations by organization, the types of
 
housing financed, the terms and conditions of loans, and an
 
identification of the subsidy elements.
 

2., The private sector delivery system should identify
 
house building activities and capacity of the private contrac­
tors, the private sector sources of housing finance and the
 
terms and conditions of loans, and the capacity and content
 
of the materials industry.
 

3. The popular sector delivery system should be described,
 
including a quantified anialyzis of the number and distribution
 
of individual self-built dwellinq units, the methods of conr
 
struction and finance being utilized, and a discussion of the
 
quality and cHaracteristics of the dwelling units being built.
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II. The Central Issues To Be Addressed
 

The second section of the national housing policy should
 
be an identification and description of the central issues to
 
which the housing policy should be addressed. The determina­
tion of what the central issues are should come from an analy­
sis of the background situation. The central issues will,
 
of course, vary in nature and severity from country to country,
 
but very likely will have certain similarities. For example,
 
there will likely be a recognition that the housing deficit
 
is growing larger each year, that the public sector can meet
 
only a small percentage of total housing needs, that the pri­
vate sector is mainly building high standard housing, that
 
there are inadequate supplies of urban land at acceptable
 
prices, that there is too high a rate of uncontrolled building

in the popular sector, and overall there are inadequate sources
 
of housing finance.
 

The housing policy and housing plan should identify ways
 
whereby the problems considered to be central issues can be
 
eliminated or, more likely, substantially reduced.
 

III. Housing Policy Objectives
 

The objectives of the housing policy are perhaps the most
 
important part of the document. The objectives statement will
 
become the criteria whereby specific actions or lack of actions
 
can be evaluated within the housing plan and during implementa­
tion. In the housing policy document the objectives statement
 
should be specific as to direction and implications, but need
 
not be quantified. Quantification should occur while preparing

the housing plan. Each country must determine its objectives
 
for its own situation. Specific objectives should be developed
 
in at least the following general areas.
 

A. Housing in Development Strategy
 

The importance of housing within the overall national
 
development strategy at a particular point in time will vary
 
within a country's overall development situation. Many coun­
tries, like Korea and Indonesia, deliberately set their develop­
ment priorities on industry and agricultural development for
 
many years and consciously accepted a lower priority for hous­
ing development. Only a few countries (such as Singapore) have
 
consistently given housing a very high priority in development

strategies. Often housing is given uneven support in national
 
development allocations: some years a significant priority
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and others a low priority. An uneven, or uncertain, priority
 
for housing is the most difficult strategy for housing plan­
ners to cope with and can lead to difficulties throughout
 
the housing industry.
 

B. 	Urban and Rural Priorities
 

The relative priority in allocating housing resources
 
between urban areas (by city size) and rural areas is usually
 
a complex political choice. Invariably the most obvious and
 
pressing housing problems are in urban areas (usually the
 
large urban areas), yet most national development strategies
 
focus on rural development and the development of provincial
 
cities (growth pole concepts). Experience has shown that
 
rural housing generally makes little sense as a public sector
 
activity because rural people have sufficient skills and
 
technology to build traditional houses out of local materials
 
at the least overall cost. Funds for rural development,
 
therefore, can usually be spent more effectively on other
 
needs than housing. Nonetheless, many developing countries
 
have extensive rural housing program components in their
 
national development plans.
 

Housing in provincial cities is particularly important
 
if it is integrated into an overall national strategy for
 
stimulating decentralized development. Housing in the large
 
urban centers, where the problems are most acute, is also
 
important. Sometimes housing policies reflect a negative
 
argument that if housing is provided in large cities, it will
 
stimulate further migration (which is usually thought to be
 
undesirable). This position is to be avoided since studies
 
have shown that housing conditions have little influence on
 
migration patterns in contrast to employment opportunities.
 

C. 	Target Groups for
 
Housing Resources
 

The relative priority for housing resources by source
 
(public sector, privdte sector, and popular sector) should be
 
related to target groups within the population. The popula­
tion to be provided housing should be divided into target
 
groups that reflect income groups of the general public and
 
special groups. Income groups should be related to specific
 
levels of income instead of simply identified as "middle
 
income," "low income," etc. This is necessacy in order to
 
clarify whether or not a specific housing program is actually
 
achieving its objectives. In addition, the appropriate source
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of housing supply should be identified as the public sector,
 
private sector, or popular sector (noting that in most cases
 
a combination of these will play a role).
 

The use of these terms sometimes creates false impressions
 
for housing policy planners. For instance, there is frequently
 
the impression that the public sector covers mainly middle- and
 
low-income housing while the private sector builds for upper­
income people and the popular sector consists of self-built
 
shanties for people who have no or very low incomes. In fact,
 
only in unusual cases (such as in Singapore and Hong Kong)
 
does the public sector build sufficient houses to provide
 
accommodation for any income group. All too frequently, most
 
public sector housing ends up in the hands of upper-middle
 
and upper-income people. Conversely, the private sector can
 
and will build freely for the low-income group if profits can
 
be obtained. Nairobi, Kenya, offers a good example. Over a
 
12-month period in 1970-1971 some 25 limited liability com­
panies built five times as many houses in Nairobi as the pub­
lic sector for low-income people and rented them at rates
 
below the local authority. This private, high risk (becaase
 
it operated without planning permission) enterprise catered
 
to a large population that would otherwise have been housed
 
as squatters. On the other hand, surveys in Pakistan, Kenya,
 
and elsewhere have shown a great range of income groups par­
ticipating in the popular sector simply because they prefer
 
to minimize their housing expenditure and utilize their dis­
posable income in othe ways. For instance, a survey of
 
squatter areas in Kenya showed that 45 percent of heads of
 
households held employment with an average income over the
 
minimum wage.
 

In this paper the terms public, private, and popular
 
sectors refer to suppliers of housing while users of housing
 
are indicated by the terms lowest, low, middle, and upper­
income groups.
 

In addition to target groups by income classification,
 
most countries designate special target groups for whom hous­
ing programs are developed, for example, civil servants,
 
military officers, veterans, industrial workers, and refugees
 
may have special priorities for housing resources. These
 
groups if they are to have special programs should be recog­
nized in the objectives statement.
 

D. Mobilizing Housing Finance
 

A series of objectives on mobilizing housing finance
 
should be identified. The source of finance from public
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sector revenues, the mobilization of private savings for hous­
ing, and the allocation of funds from private sector financial
 
sources need to be identified in the objectives statement with
 
an indication of the priority to be assigned to each source.
 

E. Use of Housing

Finance Resources
 

Objectives covering the use of housing finance resources
 
should be identified, particularly with regard to the role of
 
subsidies in public sector housing.
 

Will homeowners be required to pay for all costs related
 
to housing production? What types of subsidies, if any, will
 
be made available for what target groups? Different types of
 
subsidies (direct capital subsidies, interest subsidies, land
 
provision, rental subsidies, etc.) have different aspects

which should be considered for specific situations. However,

all of them place a burden of some sort on limited government
 
resources. Few developing countries possess the requisite

subsidy resources to alone make a significant impact on hous­
ing problems.
 

F. Public Sector Role
 

There should also be a set of objectives-outlining the
 
public sector rble in the housing delivery system. Government
 
has several role options: (1) to build: construction of
 
completed housing (shelter, utilities and services); (2) to
 
finance: provision of lines of credit for construction and
 
purchase financing by private/popular sectors; and/or (3) to
 
facilitate: incentives for regulation of and construction
 
by private/popular sectors which finance their own housing.
 

Of these roles, the first (building) generally requires

the greatest investment and produces the fewest completed
 
houses since government is playing all roles -- general con­
tractor, manager, initiator, architect and planner, financier,

and overall facilitator. In addition, this type of project

often generates a non-involved user who may become a further
 
burden: increasing the risk of decapitalizing government
 
programs.
 

The second role option (financing) eliminates the manage­
ment, initiator, and general contractor roles and mobilizes
 
scarce resources from public and private sources to produce
 
a larger number of houses, but usually at fairly high standards.
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Some schemes (such as housing loans for sites and services)
 
do benefit lower-income groups. Successful housing finance
 
programs can mobilize large amounts of private capital for
 
housing investment and free scarce government resources for
 
less direct roles.
 

Housing policies currently reflect government movement
 
away from the role of builder. The trend is now toward that
 
of financing, facilitating, and regulating individual access
 
to sub-markets for basic home construction requirements
 
(building materials, tools, land, construction elements,
 
labor management, skills). Governments can, for instance,
 
engage actively in land acquisition, urbanization, and plan­
ning in order to facilitate private and popular sector con­
struction. Governments have also found a role in many activ­
ities related indirectly to housing production (such as infor­
mation dispersal programs to hotsing suppliers and sponsorship
 
of exhibitions and fairs on building methods; housing research
 
on building technology, materials, market demand, evaluation,
 
etc.; and related training for management, maintenance, skilled
 
labor, self-help procedures, etc.). Such indirect activities
 
are important and should be recognized in housing policy with
 
specific allocation for implementation and assurance that their
 
scale is relevant to the problems.
 

To the extent that a government can harness individual
 
initiative in taking over some more direct housing delivery
 
tasks, it will be able to serve a wider segment of the low­
income population. While theoretically it might be most
 
efficient to abandon all construction schemes and concentrate
 
public funds on the second and third roles of financing and
 
facilitating, this is usually unrealistic in practice.
 

Chart II illustrates the specific objectives discussed
 
above. By setting specific objectives in each box of the table,
 
an integrated and consistent approach can be established and
 
the overall housing policy objectives can be seen in their
 
totality. To actually utilize the chart as a working tool the
 
individual boxes would have to be enlarged to allow for inclu­
sion of the desired text.
 

All of the boxes should be filled in to clarify and under­
score "no action" recommended. For example, the objective may
 
be to preclude the use of public resources for high-income
 
group housing. If that is the case, an entry should be made
 
to that effect in the appropriate box.
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IV. Definition of the Housing Delivery System
 

It is, of course, necessary to establish within a country
 
a housing delivery system which reflects the overall objectives
 
to be achieved and provides a relevant procedure for implemen­
tation. The housing policy should seek to define the housing
 
delivery system which is desired while leaving specific detailed
 
recommendations for implementation to the housing plan. Among
 
the items to be considered are the following:
 

A. Legislative Base
 

The legislative base is frequently ignored in setting
 
housing policy; yet it frequently works counter-productively
 
to achievement of housing objectives. The legislative base
 
in many countries ias a direct link back to the days of colo­
nial power, when laws were designed to ensure high standards
 
of housing for Europeans. Today, even though the entire
 
development context has changed to serve the population of
 
a free and independent country, many of these laws remain on
 
the books. Building codes, subdivision procedures, and zoning
 
laws may all be real constraints on the housing process rele­
vant to the given level of resources. Taxation laws and laws
 
governing the landlord-tenant relationship may inhibit devel­
opment of a rental housing market.
 

Legislation also defines the housing finance system.
 
Besides establishing finance institutions and defining their
 
authority, legislation affects land tenure, mortgageability,
 
title registration, and other legal considerations. In fram­
ing a housing policy, careful review of the legislative frame­
work affecting housing is imperative, and decisions must be
 
taken as to whether or not the existing legislative base is
 
conducive to achieving housing policy goals.
 

B. Administrative Framework
 

The government's administrative framework presents some
 
fundamental questions to be resolved between centralized or
 
decentralized administration. Many developing countries have
 
found over the years that a chaotic administrative situation
 
has developed vhrough the ever expanding number of agencies
 
and actors involved in the housing process. There has been
 
a tendency to create agencies at all levels of government in
 
Lesponse to narrowly defined housing needs and as a method of
 
overcoming the failures of agencies already in existence. As
 
a result, it is almost impossible to ensure the smooth admin­
istration of a housing policy no matter how coherent it may be.
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The coordination of housing activities often is referred
 
to in housing policy. Policy issues regarding the degree of
 
centralization in housing administration deal with this first
 
aspect of coordination. The Philippine housing plan describes
 
programming for not less than nine separate agencies but makes
 
no reference to how they are to be coordinated. Housing­
related services in some other countries are even more diversi­
fied (for example, Chile had 23 to 25 different agencies in
 
the mid-1960s and Kenya had four ministries and another five
 
government-related institutions). It is conceivable that (as
 
the definition of housing becomes more environment-oriented to
 
take in aspects of public utilities, community services and
 
employment) this problem will become even worse. Some coun­
tries have attempted to resolve this issue with strong central­
ized authorities for example, Singapore concentrates all pro­
gramming under one authority and Puerto Rico simply focuses
 
control of the various agencies on one person, the Governor).
 

Such policies, however, tend to conflict an practice
 
with other purposes such as promotion of housing auton­
omy and individual initiative. In addition, where one
 
authority dominates all others without any legislated
 
leverage between ministries, real influence is subject
 
to fluctuations of political personalities. Policies
 
obviously cannot maintain consistency in such a setting.
 
Centralized coordination does not necessarily result in
 
authoritarian housing systems, but the regulations allow­
ing sustained autonomy, if desired, must be made clear.
 

The broader aspect of housing coordination deals with
 
the task of maintaining complementary roles between hous­
ing suppliers. Since it is necessary to involve all par­
ticipants in the cooperative effort, the establishment of
 
advisory committees is usually suggested, composed of both
 
the actors themselves and others concerned with, or knowl­
edgeable about, housing activities. It is important to
 
recognize that administrative coordination represents a
 
part, but not the whole, of effective housing policy.
 

As a general objective it appears desirable to central­
ize policy and program control while decentralizing operations.
 
This problem should be addressed directly in the development
 
of a national housing policy with the assumption that cor­

rective action can take place through successive national
 

housing plans. The proposed national housing policy of
 
Pakistan makes reorganization of housing administration one
 

of its three main goals. Since at the central level of govern­

ment alone there are 12 ministries or major divisions conduct­

ing significant housing functions, it is obvious that a single
 
housing policy will have little chance for successful imple­

mentation unless this is corrected.
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Specifically, housing policy should seek to define
 
responsibilities of the various agencies and organizations

involved in housing at each level of government and to ensure
 
that there is an agency charged with each kind of function
 
and 	responsibility. For example:
 

1. Housing policy and planning functions might involve
 
responsibilities at the national level for the Ministry of
 
Housing (or Public Works), the Ministry of Economic Development,

and the Ministry cf Finance. The housing policy should define
 
the 	responsibilities of each and how they are to interact and
 
coordinate.
 

2. Housing administration and controls might involve
 
the Ministry of Housing at the national level and various
 
local governments. The responsibilities of each need to be
 
identified.
 

3. 	House building capacity might be established in vari­
ous 	government organizations, each with a different program

perspective. For example, there may be house building pro­
grams in a National Housing Corporation, a Ministry of Housing,

Ministry of Agriculture (rural housing), other ministries
 
(for their own civil servants), other autonomous agencies

(for their workers), and provincial and local governments.

The housing policy should define the area of building respon­
sibility of each organization, target groups for which housing

is constructed, sources of finance, and the terms and condi­
tions of cost recovery if any. The purpose of the housing

policy is to reduce overlaps between agencies, avoid redun­
dancy of programs, unify terms and conditions for cost recovery,

and insure that public resources are utilized according to
 
housing policy objectives.
 

4. Housing finance capacity might come from a variety

of sources which should be clearly identified, and related
 
to specific housing programs and target groups of housing users.
 
For each of the public sector housing suppliers identified in
 
Item 3 above, there should be a specific source of finance.
 
The available sources of finance to be considered include:
 

a. 	Direct government budget support through
 
annual cash grant contributions in
 
the form of equity capital to an insti­
tution or the direct construction or
 
purchase of housing stock.
 

b. 	Government loans with prescribed terms
 
and conditions of repayment.
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c. Government guarantees for loans from 
the private sector or international 
sources. 

d. Reinvestment of cost recoveries from 
previously built public sector hous­
ing which has been sold, leased, or 
rented to households. 

e. 	Government encouragement of private
 
savings.
 

The housing policy document need not set specific amounts
 
of money to be obtained from each source as this is better
 
accomplished in the housing plan. The housing policy should,
 
however, set priorities among the various sources and indicate
 
the general terms and conditions by which the capital will be
 
raised and channeled into housing. It should clearly identify
 
the institutions which will be responsible for mobilizing and
 
administering the funds.
 

C. 	Role of Government
 

The role of government in facilitating the private sector
 
housing delivery system should be described. If the private
 
sector is to be called upon to play a significant role in hous­
ing, as is almost certainly going to be the case in most housing
 
policies, then it is important to identify how this can be
 
achieved. In describing the private sector role in the national
 
housing delivery system, attention should be given to the fol­
lowing:
 

1. The capacity of the private sector should be increased
 
to achieve the necessary levels of construction desired for
 
appropriate target groups. Government should consider methods
 
for providing incentives to the private sector to achieve its
 
desired role in the housing delivery system. Incentives to be
 
considered for inclusion in the housing policy might include,
 
depending on individual local circumstances, various tax bene­
fits; assistance by government in land assembly; simplified
 
procedures for government licenses, permissions, and approvals
 
of appropriate housing projects; training to insure an adequate
 
supply of managers, foremen, and skilled workers; priorities
 
for importation of essential equipment and materials not avail­
able locally; and priority allocation of building materials to
 
ensure consistent supply at job sites. Consideration should
 
also be given to appropriate means to encourage establishment
 
and development of small contractors and to ensure that suffi­
cient construction capacity is distributed throughout the coun­
try to meet overall national housing objectives.
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2. The supply and quality of buil .ag materials and the
 
development of a domestic building materials industry should
 
be improved. The government should consider the ways in which
 
the 	building materials industry can be facilitated in achiev­
ing 	national housing objectives. Among the methods to be con­
sidered are providing access to credit for building materials
 
suppliers, giving priority for importation of essential equip­
ment, encouraging standardization of housing components, maxi­
mizing the utilization of local materials, and training for
 
managers and foremen. In addition, training for architects
 
and 	engineers should be encouraged in order to achieve more
 
efficiency in housing design and building material conserva­
tion. Special incentives might be considered if there is a
 
need to improve the distribution of building materials through­
out -he nation.
 

3. The supply of capital to support private sector hous­
ing construction should be increased. The mobilization of
 
capital for housing construction is essential, and the greatest

potential in most countries rests in channeling private savings

into housing. The government can facilitate mobilization of
 
private savings through encouraging private housing finance
 
mechanisms such as savings and loan associations, credit unions,
 
cooperatives, etc. Savings mobilized for housing through such
 
organizations are frequently captured outside existing savings
 
institutions and therefore are a net increase in available
 
investment capital rather than merely a redistribution of
 
already mobilized capital. However, government (depending on
 
the 	priority of housing) may wish to augment capital availa­
bility by requiring an allocation to housing investment from
 
commercial banks or other financial institutions which pres­
ently are not making housing loans. The housing policy docu­
ment should describe the forms of private financial institu­
tions which should participate, define their responsibilities,
 
and suggest in principle the terms and conditions of their
 
participation in housing finance.
 

D. 	Government and the
 
Popular Sector
 

The position of government toward the popular sector
 
should also be specified in the housing policy. In most coun­
tries it will be necessary to recognize the fact that the public

and private sectors will not, at least in the near term, be able
 
to meet the full housing demands of the population. Therefore
 
the popular sector will have a continuing and vital role to
 
play in meeting shelter requirements of people. Measures gov­
ernment is prepared to take to facilitate the development of
 
popular sector housing should be specified. This might include
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procedures for securing land tenure, access to minimal credit
 
for house construction or improvement, exemption from building
 
codes and other regulations appropriate only to higher stan­
dard housing as well as any negative restrictions on the loca­
tion or construction of such housing (if appropriate).
 

V. 	Description of the Basic Housing Programs
 

The housing policy document should include a general
 
description of the housing types and kinds of projects which
 
are to be encouraged in the public and private sectors. The
 
description in the housing policy document should only set
 
broad parameters for the housing programs in order to allow
 
ample flexibility for design of individual projects.
 

The housing policy document should identify for each
 
housing type to be supported in the country the following
 
general guidelines:
 

1. 	The areas in the country where the housing type
 
is deemed appropriate (for example, high rise
 
apartments might be restricted to certain large
 
cities).
 

2. 	The range of income groups and/or special target
 
groups for whom the housing type is to be made
 
available.
 

3. 	The minimum housing unit size for each type
 
(for example, walk-up apartments for low­
income groups might be not less than 30 square
 
meters or some other appropriate minimum).
 

4. 	The maximum housing unit size for each type
 
(for example, walk-up apartments might be not
 
more than 60 square meters or some other
 
appropriate maximum). An issue to be decided
 
will be whether or not it is appropriate to
 
limit luxury construction for high-income
 
groups in order to conserve building mate­
rials and force investment into other
 
economic activities.
 

5. 	The range of desired overall densities of
 
residential areas for each housing type in
 
order to achieve efficiency in the use of
 
urban land and minimize infrastructure costs.
 

The housing types which should be identified would depend
 
on local circumstances within the country in particular urban
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and 	rural centers. In general, however, consideration should
 

be given to the following general categories of housing types:
 

A. 	Complete Housing Units
 

Complete housing units are composed of the following
 
types: high-rise apartments; walk-up apartments; row houses;
 
duplex houses; and single family houses.
 

B. 	Sites and Services
 
or Core Houses
 

The term sites and services projects is given to a wide
 
variety of physical solutions to settlement needs of the urban
 
poor. The common characteristic of all sites and services
 
projects is that a complete house unit is not provided as
 
part of the project itself. The household must either com­
plete a partial house or build its own house from the start.
 

The obvious advantage of sites and services projects is
 
that most of the cost of the dwelling unit itself is not
 
included in the "front end" costs of the project. Therefore,
 
the average cost per household served is much lower than tra­
ditional public sector housing solutions for the poor. In
 
addition, it allows a wide range of alterratives to be made
 
available to low-income families at a price they can afford
 
to repay without major subsidy. An additional advantage of
 
the sites and services approach is that it allows the house­
hold to complete the house unit at its own pace, reflecting
 
their own income capacity and particular dwelling unit require­
ments.
 

Sites and services projects successfully meet the needs
 
of low-income people for ground level accommodation because
 
they involve individual plots that allow for keeping animals,
 
small vegetable gardens, ground space for small industrial
 
activities or crafts, and use of the structure for commercial
 
as well as residential purposes -- activities that apartment
 
blocks generally preclude. It is even possible through good
 
design techniques to keep the density level within sites and
 
services projects generally comparable with low-rise apartment
 
structures.
 

Sites and services projects have been tried in numerous
 
countries and can be said to be gaining 'ypularity. Particu­
larly successful programs have been accomplished in Lusaka,
 
Zambia, and San Salvador, El Salvc2or.
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C. Settlement Upgrading
 

Settlement upgrading programs are designed to respond to
 
needs of the urban poor where they currently live. The philos­
ophy of this type of project is based on the assumption that
 
most developing countries cannot keep up with new growth hous­
ing requirements and that it is therefore essential to conserve
 
and improve existing housing stock, even if at a substandard
 
condition.
 

This approach is justified because for the most part the
 
quality of the physical residential environment is more impor­
tant than the actual quality of the house structure itself.
 
Therefore, substantial benefits can be gained by the urban poor
 
if environmental improvements are made to the neighborhood (such
 
as improved water supply, sanitation, drainage, electricity, and
 
roads and footpaths). In addition, settlement upgrading programs
 
usually provide some means of transfering secure land tenure to
 
the residents.
 

It has been demonstrated in such programs that the residents
 
themselves after obtaining secure land tenure and physical
 
improvements are stimulated to improve the quality of their
 
individual housing units as well. In some settlement upgrading
 
programs, such as the one being supported by a Housing Guaranty
 
loan in Seoul, Korea, a direct home improvement loan component
 
has been added to facilitate the process.
 

Settlement upgrading projects are clearly one useful
 
response to the physical improvement needs of the urban poor.
 

D. Rural Housing
 

Types of rural housing to be supported might include com­
plete farm house units, rural settlements based on sites and
 
services and core house concepts, and rural house improvement
 
for existing units.
 

VI. Additional Provisions
 

The housing policy should include additional provisions
 
regarding economic impact of the proposed housing policy, the
 
process for evaluating the housing policy, and guidelines for
 
preparation of a national housing plan.
 

-43­



A. Economic Impact
 

Analysis of the economic impact of the proposed housing
 
policy should be undertaken. Housing policy should be related
 
to other sectors of the national economy and to aggregate
 
economic planning as a whole. Housing policy planners should,
 
therefore, study the economic impacts of proposed housing
 
investments so that economic planners can consider their overall
 
complementarity with national economic planning objectives.
 

The role of the construction industry is often overlooked
 
in the formulation of housing policy. For the national economy
 
the construction sector includes all aspects of construction,
 
including residential, and frequently the inherent conflict
 
between residential and non-residential construction is not
 
dealt with directly. Obviously, there are finite limits on
 
the construction sector at any time, and therefore the distri­
bution of resources between residential and non-residential
 
construction can become a policy issue of major importance.
 
All too often housing construction has been postponed because
 
of the diversion of materials and labor to other projects of
 
a higher priority. On the other hand, the demands of the hous­
ing sector are important for maintaining and developing skills
 
in the construction industry. Guidelines for priorities in
 
the construction industry should be established by housing
 
policy.
 

As illustrated above, the housing sector has several impor­
tant linkages with other sectors of the economy. Economists
 
should study the input requirements of residential construction
 
and rationalize them with other sectors of the economy.
 

Policy statements occasionally mention employment effects
 
of housing on the construction industry. Decisions regarding
 
appropriate construction technology will determine the extent
 
to which people will share in the benefits of housing expenditures.
 
Technological decisions will affect low-income people in two ways:
 

1. Maximizing the labor content (especially of the un­
skilled) in the production of construction materials will con­
tribute to greater income and/or wider distribution of income.
 
The effect it has on income will depend on whether labor is
 
centrally employed (by government or commercial builders) or
 
is allowed to produce required goods and services on an inde­
pendent supply basis, perhaps to specified standards. The
 
latter would appear to offer greater possibilities for a
 
broader distribution of profit and employment.
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2. Technologies employed in actual house construction
 
will determine labor needs. Through the expansion of various
 
self-help labor schemes, a great opportunity exists for turning
 
the idle hours of those who are both unemployed and under­
employed into a negotiable asset, since most homes built will
 
have individual resale value. Policies in Africa and much of
 
Asia are only beginning to recognize and tap this potential.
 

The significant but more subtle interaction between hous­
ing and indirect employment and income levels is for the most
 
part ignored in plan or policy statements. The formulation
 
of policy based on inaccurate assumptions about this relation­
ship can seriously undermine the improvement of overall living
 
standards.
 

Many forms of employment are tied to the lifestyle of
 
unplanned settlements, including shopkeepers, vendors, bakers,
 
water carriers, small landlords, servants, teachers, craftsmen,
 
latrine diggers, and other casual laborers for local house
 
construction and maintenance. Even squatter improvement poli­
cies will affect the delicate balance of this economy, and for
 
this reason policies should be carefully thought out before
 
being implemented.
 

The accessibility of lower-income families to employment
 
offered by higher-income people, institutions, or commercial
 
enterprises for whom they may provide goods and services must
 
also be considered in indirect relationship to the housing
 
policy. This represents the critical location and tenure
 
functions of housing discussed earlier in this paper and is
 
a major source of problems in enforcing policies which fail
 
to take this factor into account.
 

Housing policies can also have important implications
 
for a country's capital and money markets. The extent to
 
which capital mobilization for housing is institutionalized
 
and the system for regulating housing credit can both affect
 
interest rates and the provision of credit for housing.

Priorities for housing credit must be considered along with
 
other priorities for monetary and credit policy.
 

Housing investment can affect a country's international
 
payments and debt position. Housing investments, as mentioned
 
above, can require significant imports of materials which must
 
be considered with a country's other import priorities and
 
total foreign exchange earnings. The impact of foreign bor­
rowing used in housing investment on a country's present and
 
future debt position should also be considered in the context
 
of national economic planning.
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B. Evaluation of Housing Policy
 

The housing policy should make explicit the importance
 
and need for evaluation and feedback between the national
 
housing policy and the national housing plan.
 

Effective use of housing policy depends on its relevance
 
to ongoing housing activities and can be maintained only through
 
constant feedback. In principle, a well formulated policy state­
ment should require only periodic review and revision. However,
 
in a practical context revision of existing policy where neces­
sary is likely to be an incremental process as the nature of
 
housing is better comprehended at administrative and political
 
levels. Therefore, a dynamic relationship must be maintained
 
between formulation, evaluation, and reformulation.
 

The biggest problem regarding evaluation is the lack of
 
it. This has been attributed to many causes, including the
 
time required, the interrelated nature of many policy short­
comings, lack of political will, etc. Even when evaluation
 
efforts are undertaken, they may be asking the wrong questions
 
regarding the effectiveness of particular instruments in
 
achieving objectives which remain unquestioned. Inquiries
 
into the effectiveness of strategies employed or the appro­
priateness of stated or implicit goals are rare. Therefore,

"evaluation" does not refer to a dearth of production statis­
tics but to the lack of organized, systematic evaluation at
 
the level of goals and purposes.
 

While some plans are long on the need to determine progress
 
and effectiveness, they are short on detail regarding how and
 
where and by what channels this is to happen. The result is
 
piecemeal activity, usually at target level, stopping short of
 
any real influence on the overall approach to shelter and other
 
needs.
 

Goals ana purposes themselves are usually stated in non­
quantifiable or incompatible terms anyway, making the assess­
ment of progress toward them a subjective rather than objective
 
process. Thus, evaluation, when undertaken at all, is largely
 
limited to determining agency performance against plan targets
 
rather than performance against policy and policy performance
 
against shelter and other basic needs of people. Consideration
 
must be given to all three areas if effective evaluation is to
 
take place.
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C. 	Preparing a National
 
Housing Plan
 

The distinction has been drawn between the national
 
housing policy and the national housing plan. The national
 
housing policy should make explicit this distinction and lay
 
out guidelines for preparation and content of the national
 
housing plan. This would include who is to prepare the plan,
 
when it is to be prepared, what it should contain, and the
 
time period covered. A further discussion follows in Chapter
 
IV.
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Chapter IV
 

PREPARING THE HOUSING PLAN
 

The housing policy document when complete should serve as
 
the broad guideline for the housing plan, which should describe
 
the implementation strategy for the housing policy and establish
 
specific time targets for the number of units to be constructed,
 
upgraded, or improved and the levels of investment from the pub­
lic and private sector required. In addition, the housing plan
 
should identify specific steps to be taken by government to
 
facilitate achievement of the housing policy.
 

It will be best to coordinate the time period of the housing
 
plan to the national economic development plan (usually a period
 
of three to five years). In this way the housing plan and the
 
national economic development plan can be directly supportive,
 
and the housing implications of the latter can be fully consi­
dered. For example, the national economic development plan
 
might stress decentralization of industrial development, which
 
in turn will require housing to be available for workers in the
 
locations selected; or the national economic development plan
 
might give priority to retarding growth in the capital city,
 
in which case the housing plan might give priority to upgrading
 
existing settlements and lowering the rate of new construction
 
to remain in coordination with national objectives.
 

There should also be an annual housing plan which works
 
within the longer time frame. This permit3 more accurate moni­
toring of progress under the national economic development plan
 
and adjustment of the annual housing plan to reflect actual
 
needs. For example, if the proposed decentralization of indus­
try begins to be delayed for one reason or another, it is
 
extremely important that housing not be built before it will
 
be required because it would only result in a waste of resources
 
which could best be utilized elsewhere.
 

Establishing Construction Targets
 

The housing policy will have developed overall priorities
 

and objectives for housing unit construction and will heve
 

defined construction responsibilities between the public,
 
private, and popular sector organizations and individuals.
 
The capital resource pool will have been identified (see
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discussion of housing finance below). It remains then to
 
establish the actual construction targets. A sample of con­
struction targets is shown in Chart III.
 

The horizontal columns identify the target groups of
 
concern as well as the sector responsible for delivery of
 
housing (public, private, or popular in the case of low­
and lowest-income groups).
 

The vertical column calls for the "estimate of total
 
need" for the time period to be covered by the plan and
 
the "estimate of tota.l effective demand.:" "Need" and
 
"effective demand" should be distributed by target group
 
requirements. The purpose of this overview is to relate the
 
actual program proposed to overall requirements and to see
 
what percentage of effective demand can be met by the con­
struction program.
 

The remainder of the vertical column should identify the
 
housing types to be constructed. A hypothetical listing is
 
shown to illustrate the housing types which are likely to be
 
of concern. The housing plan should then distribute the
 
actual construction targets by housing type and target group.
 
Naturally, housing construction targets must be related to
 
the available housing finance available, discussed below.
 

Allocating the Financial Resources
 

Construction targets can only have validity if there are
 
clearly sufficient capital resources available to support them.
 
Chart IV shows the pattern of distributing capital resources
 
,which will match up against the construction program presented
 
in Chart III. The horizontal columns show the distribution
 
scheduled by target groups broken down into public sector funds,
 
private sector funds, and (in the case of low- and lowest­
income target groups) popular sector funds. An additional
 
column will be useful to show the average cost per unit. This
 
can be derived by dividing the number of units (from Chart III)
 
into the total capital investment. The average unit cost
 
indication does not appear in Chart IV because of the lack of
 
space.
 

The vertical columns in the top half of the chart show
 
the housing types. The housing types should be the same as
 
those identified in Chart III. The total housing investment
 
from the public and private sectors by target group for each
 
type of housing can then be shown.
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CHART III 
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The bottom half of the vertical column identifies the
 
individual sources of capital related to the total investment
 
program shown in the top half. The sources of capital are
 
divided into public sector sources and private sector sources.
 
Obviously, it is essential that the amounts of capital to be
 
mobilized from the respective sources must be based on real­
istic estimates of availability.
 

The capital cost estimates should include all of the
 
costs for the units to be provided. This would include not
 
only construction costs, but related land and infrastructure
 
as well.
 

Analysis of the Capital Investment Program
 

The housing plan should also identify the terms and con­
ditions of the sale, lease, or rental of the units to be con­
structed, including the down payments to be obtained and the
 
terms of all loans to be provided for each housing type. The
 
financial implications should be analyzed over the term of
 
the mortgage loan; in the case of rental units, the expected
 
useful life of the unit should be analyzed.
 

This analysis should specifically reveal any subsidy
 
elements included in public sector housing programs.
 

At the heart of any public financial policy for housing
 
is the basic issue of subsidies. The subsidy element implied
 
in some public housing programs in Asia may be as high as 75
 
to 85 percent of the total cost of units for the lowest-income
 
groups in 1976. This rate will actually increase in,the years
 
ahead as the real income of the target group lags behind the
 
increased cost of construction. Indonesia-has a large -ubsidy
 
element insofar as its formal low-cost housing program is
 
concerned (although it is also well along with settlement
 
upgrading and sites and services which have much reduced
 
subsidy elements).
 

All too often subsidies in housing are not even known in
 
quantified terms. Subsidy estimates frequently fail to con­
sider land costs, trunk infrastructure and community facilities,
 
steadily increasing estate management costs, and the important
 
need for a reserve for uncollected payments. When these items
 
are considered, it is possible that cash flows will be negative
 
and that the agency will become decapitalized unless new sources
 
of capital are tapped or government subsidies continuied.
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This has been the case in every country which has ever
 
attempted heavily-subsidized housing programs. Most have
 
failed, and the programs have died.
 

The reason that so many housing professionals and various
 
international agencies which lend for housing programs are so
 
much against subsidies is not a lack of concern for the poor
 
but rather a recognition that in their present form most sub­
sidies substantially damage the viability of the public house
 
building agency and call into question their ability to con­
tinue operations over the long run.
 

Additional Housing Plan Actions
 

The last section of the housing plan should be a listing
 
of those actions proposed by government to facilitate housing.
 
This set of proposed actions will be directly related to the
 
local situation but possibly include items such as the follow­
ing:
 

1. 	Actions to facilitate the building materials
 
industry.
 

2. 	Incentives for private construction compan­
ies.
 

3. 	Proposals for any new housing institutions
 
or major changes in existing institutions.
 

4. 	Any legislative actions proposed to facili­
tate housing.
 

5. 	Recommendations for appropriate building
 
technologies.
 

6. 	Proposals for training programs related to
 
housing institutions or programs.
 

7. 	Proposals for housing or building materials
 
research.
 

8. 	Proposals for evaluation of housing programs.
 

The housing plan should develop such proposals as are appro­
priate in the most specific action terms possible. Each
 
program should be specific as to the action required, the
 
assignment of responsibility, and the objectives to be
 
achieved.
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Chapter V
 

AID NATIONAL HOUSING POLICY EXPERIENCE
 

The Office of Housing of the United States Agency for
 
International Development has been a leading advocate of pre­
paring national housing policies. During the last three years
 
AID has assisted many countries in addressing their housing
 
problems through a variety of approaches, among them assistance
 
in preparation of national housing policies.
 

AID has assisted some efforts in Korea, Thailand, the
 
Ivory Coast, Egypt, and Honduras. The Korean experience has
 
been most developed and is reviewed below.
 

The Korean Experience
 

As part of an agreement between the Ministry of Con­
struction and the AID Office of Housing, the Korean Government
 
committed itself early in 1974 to formulation of a national
 
housing policy. At that time several Korean Government enti­
ties were involved in different programs within the housing
 
sector. It was decided to undertake a comprehensive housing
 
policy assessment in order to rationalize various institutional
 
activities in the housing sector and provide a background for
 
future program development. This was among the first attempts
 
by a developing country to thoroughly reassess its housing
 
sector strategy.
 

The effort began with formation of a Housing Policy
 
Task Force to work under the Housing Policy Committee chaired
 
by the Minister of Construction. During subsequent months
 
a large amount of data was collected and preliminary analysis
 
undertaken. AID provided periodic technical assistance to
 
the policy effort, but the Koreans undertook the major respon­
sibilities of data collection, analysis, and policy decision.
 

The final housing policy document, published in May 1975,
 
outlines the govern ent's dual objectives of increasing the
 
housing stock and improving housing standards. The instru­
ments for achieving these ends are also presented: expansion
 
of funds for housing investment; assistance to the housing
 
industry; increase in housing site supply; and rationaliza­
tion of administrative functions. The policy document also
 
outlines a long-term housing construction plan (1972-1981).
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The 	most important achii--ment of the housing policy may
 
prove to be acceptance of th ead tc preserve the existing
 
housing stock to the maximum extent possible. This is a
 
complete reversal of previous policy in Korea. A pilot home
 
improvement program is already being developed in Seoul to
 
implement the new policy. Infrastructure improvements and
 
housing repair loans will be provided to homeowners, who will
 
be allowed to purchase publicly-owned land.
 

Overall, the Korean experience in housing policy formu­
lation has made an excellent beginning to what must be an
 
ongoing process if it is to succeed. Much work remains to
 
be done, particularly in the areas of housing finance,
 
rationalizing housing administration, public sector interest
 
rates, and further design of incentives to stimulate the
 
private sector to actively participate in achieving national
 
housing policy objectives. AID will continue to support
 
further development of the Korean National Housing Policy.
 

The Honduras Experience
 

AID's regional office for Central America (ROCAP) has
 
been providing very limited technical assistance to Honduras,
 
in preparation of its national housing policy.
 

Coisidered as a priority issue within the National
 
Development Plan, efforts to initiate prepa,_ion of the
 
National Housing Policy of Honduras began at the very end
 
of 1975.
 

At the outset, a coordinating committee was established
 
representative of housing experts from both the public and
 
private housing sector, related agencies, and development
 
entities with some assistance from AID.
 

A sound basis of economic, financial, institutional,
 
and coistruction sector performance was assembled for the
 
first time, while key objectives and priorities were being
 
formulated. The housing policy focuses on:
 

1. 	Improving the performance of existing hous­
ing development institutions.
 

2. 	Gradually increasing fiscal expenditures on
 
housing development (as the sector's impact
 
on national economic performance becomes
 
more clearly defined).
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3. 	Delivering housing to the lowest-income
 
strata of households.
 

4. 	Guaranteeing the availability of developable
 
land.
 

5. 	Other objectives including research and
 
experimentation in housing delivery, per­
sonnel recruitment for housing careers, etc.
 

Recently completed, the housing policy presents a clear
 
picture of the imbalance which exists in the non-delivery

of housing to low-income families. The point is reinforced
 
through projections of household formation among both urban
 
and rural low-income families. Structural and organizational

problems are documented which exist in the institutional frame­
work of housing development including economic limitations of
 
the market place and the accompanying limitations of the
 
financial sector to respond.
 

The major thrust of the recommendations centers on
 
improving the functional relationship among existing housing

institutions, both public and private. Recommendations
 
delineate a more efficient interrelationship and coordiiia­
tion of functions, clearer lines of authority, and the
 
integration of housing development with national and regional

planning and program implementation.
 

While the tendency to advocate new "super-agency" devel­
opment was avoided, innovative programs appropriate to the
 
nation's economic climate are clearly presented, focusing on:
 

1. 	Development of a National Housing (co­
ordinating) Comnittee to activate, super­
vise, and coordinate new housing develop­
ment.
 

2. 	Development of a land bank program to
 
curtail urban land speculation.
 

3. 	Initiation of a national program of sites
 
and services with recommendations to
 
utilize the basic concept in other (Indus­
trial) sectors of the economy.
 

4. 	Formation of a special housing fund foz
 
utilization in low-income housing develop­
ment.
 

5. 	Organization of a special program to
 
respond to housing emergencies.
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The housing policy responds forcibly to major institu­
tional flaws within the housing sector and presents compre­
hensive programs with defined project implementation. Clearly,
 
an impressive organizational guide and implementation format
 
has been prepared.
 

The 	Ivory Coast Experience
 

AID has participated in three Housing Guaranty loans to
 
the Ivory Coast, the last loan being jointly undertaken with
 
the World Bank. During this period of working with the Gov­
ernment of the Ivory Coast a number of housing policy changes
 
have been taken up, although a comprehensive housing policy
 
of the kind described in Chapter II has not yet been prepared.
 

The 	Ivory Coast, like many countries, has primarily relied
 
on public housing construction with heavy subsidies to respond
 
to housing needs. During the last few years the Ivory Coast
 
has been utilizing other approaches as well as a part of its
 
housing policy. Some of the notable changes in pclicy are as
follfOws:
 

1. 	Creation of a national housing bank, and
 
use of the bank as a central fiduciary for
 
the housingsector to manage tax funds and
 
off-shore loans for economic housing.
 

2. 	The start of a savings mobilization program
 
which had about 3,000 savings accounts
 
as of September 1976.
 

3. 	Increased availability of home financing to
 
lower-income families has been achieved.
 
Home Mortgages in Ivory Coast are generally
 
limited to incomes in the top 15 percent. The
 
first and second Housing Guaranty programs
 
made mortgage financing available to fami­
lies with lower incomes -- as low as the 40th
 
percentile. In connection with the present
 
program the Housing B..k and the Ivory Coast
 
Credit Bank have agreed to work out ways of
 
making home construction and improvement
 
financing available to even lower-income
 
families and to those with incomes from the
 
informal sector.
 

4. 	Use of graduated monthly payment schedules
 
to enable low-income beneficiaries to finance
 
homes at levels within their current means,
 
with monthly payments increasing in later
 
years as incomes rise.
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5. 	Reduction of subsidy elements through cost
 
recovery of infrastructure for low-income
 
housing.
 

6. 	Bidding housing projects in small lots so
 
that Ivorian contractors can bid, thereby
 
making it possible for them to compete with
 
expatriate contractors; use of Ivorian con­
sultants for design and project supervision.
 

In addition to the above specific innovations, AID and
 
IBRD have collaborated with the Ivory Coast in developing
 
new policy directions exemplified in the current programs
 
which include slum upgrading, cross subsidy and a major sites
 
and services effort.
 

AID's View of Appropriate
 
Housing Objectives
 

There is stil much to be done to improve national hous­
ing policies and make them truly operational guides to action.
 
The important fact to be recognized is that a national housing
 
policy is never static and is never completed. It must be
 
kept under continuous review and revision to respond to the
 
complex and multiple issues which affect the delivery of hous­
ing in any country.
 

AID 	has learned much from its involvement on the periphery
 
of these housing policy efforts to date. It has learned that
 

it is generally not possible to quickly introduce major changes
 

in the public sector's role in the housing delivery system.
 
It is desirable to establish movement by policy guidelines
 
which will lead toward rectifying the imbalances in housing
 

programs and achievement of gradual or incremental improve­

ments in administration, finance, and housing development.
 

In short, constraints must be recognized within which national
 

housing policy must realistically be developed, and it must
 
be understood that housing policy is a long-term evolutionary
 

process.
 

The work of the Office of Housing both in assisting
 
national housing policy formation and relating to countries
 
which are participating in AID's Housing Guaranty Loan program
 
has allowed AID to clarify the general kinds of objectives
 
toward which we believe national housing policies and programs
 
should be directed.
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The central objective of housing policies and programs
 
must be to achieve the maximum addition to the net housing

stock of the nation. The fundamental emphasis must be on
 
reducing the housing deficit and achieving levels of pro­
duction which can keep up with new household formation.
 
Given the enormous numbers of total dwelling units to be
 
provided, each nation must concentrate its limited resources
 
in the most efficient way. This will often require substan­
tial revision of current policies and procedures.
 

In most cases achievement of this central objective will
 
mean orientation of the public sector's role in housing to
 
establish nationwide programs focused on meeting the needs of
 
lowest-income people who cannot afford to participate in regu­
lar 	public, semi-public, and formal priv&te sector housing
 
programs.
 

There is real potential for improvement in the quality
 
of life available to the urban poor. Already many developing

countries have responded to the challenges with innovation
 
and 	imagination. From recent experiences certain general

criteria for programmatic response are beginning to emerge:
 

1. 	Housing programs for low-income people must
 
be capable of massive application on a sus­
tained basis.
 

2. 	They must have acceptable low per capita

operating and capital costs, with potential
 
for cost recovery from the urban poor.
 

3. 	They must provide suostantial opportunity
 
for self-help and participation from
 
the urban poor themselves.
 

4. 	They must have acceptable low levels of
 
administrative requirements.
 

5. 	They must be flexible and capable of
 
change in response to the changing needs
 
of the urban poor.
 

The current emphasis of the Office of Housing on settle­
ment upgrading and sites and services projects meets these 
"riteria very well and offers a logical response to the require­
ments of the urban poor. 

A need and an opportunity also exist to reduce the average
 
cost per unit of formal sector housing units built in the public
 
sector in order to build more units with the same level of capi­
tal investment. This will be possible by reducing the average

size of dwelling units built, lowering the infrastructure stan­
dards, improving the site planning and architectural design,

and improving the building technologies used.
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AID has assisted standard housing projects through the
 
Housing Guaranty Program when it has been demonstrated that
 
they meet the criteria of being affordable by households below
 
the median income of the city in which they are located. AID
 
has been pleased that its financial participation has in turn
 
led to meaningful innovations in design and construction, which
 
has led to significant cost reductions over previous practices.
 

In spite of a well organized approach to housing in both
 
the public and private sectors, it is unlikely that most coun­
tries will be able to meet the needs of all their low-income
 
groups. AID feels, therefore, that developing countries must
 
recognize the potential contribution of the popular sector and
 
encourage self-help housing. The first requirement needs to
 
be the cessation of those actions (such as demolition of squat­
ter settlement housing) which are inherently counter-productive
 
to the central objective of ensuring the maximum net addition
 
to housing stock. In addition, the popular sector should be
 
recognized as a legitimate supplier of housing in the nation,
 
and appropriate areas should be provided within cities for
 
self-built houses (with or without government provided sites
 
and services projects).
 

The areas in which specific housing policy objectives
 
should be formulated are listed in Chapter II. The content
 
of these objectives will, of course, depend on specific cir­
cumstances within a given country, but AID believes it is
 
desirable for these objectives to have a general trend along
 
the following lines:
 

1. The importance of housing in the national development
 
strategy should be recognized clearly as being a contributing
 
factor toward national economic development.
 

2. Allocating housing resource priorities should be
 
balanced between urban and rural housing, although rural
 
development may well be chosen over urban development in the
 
overall allocation of total capital investment resources.
 
This conclusion is based on the fact that housing problems
 
are most acute in urban areas, and rural housing needs can
 
be met more efficiently through self-help. However, since
 
most countries have predominantly rural populations special
 
programs in rural housing should be supported also. Among
 
urban areas the distribution of housing rpsources should seek
 
to reinforce national strategies for population distribution;
 
however, capital cities and large urban centers should be
 
encouraged to maintain their housing stock through upgrading
 
programs and to allow expansion at the rate of population
 
increase through minimum standard sites and services projects
 
which will not in themselves invite additional migration.
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3. The highest priority for allocating public housing
 
resources must be given to the low- and lowest-income groups.
 
AID's own financial participation in housing through the
 
Housing Guaranty Program requires that projects serve the
 
population below the median income in a given area. None­
theless, AID recognizes that there may be severe housing
 
shortages among all income groups and encourages governments
 
to take appropriate steps to facilitate private sector response
 
to the greatest extent possible for all of the nations' citi­
zens so long as the cost is borne by the beneficiary. As a
 
general rule, AID discourages programs for special target
 
groups, particularly if the programs are to be heavily sub­
sidized by public funds.
 

4. The mobilization of housing finance is the cornerstone
 
of a meaningful long-range housing program. AID believes that
 
it is appropriate to utilize public funds in support of housing
 
objectives, but that only through mobilization of private sav­
ings is there hope of overcoming the basic housing problems in
 
most developing countries. Highest priority therefore should
 
be given to improving the private sector housing finance system.
 

5. AID discourages the general use of large subsidies
 
within housing programs. In most cases the use of subsidies
 
by governments acts to the detriment of the overall housing
 
sector because it tends to limit the amount of housing which
 
can be built over time by the public sector, and it drives the
 
private sector away from meeting the needs of middle- and low­
income groups because they cannot compete with the subsidized
 
pricing policies. AID recognizes that it may not be possible
 
for a country to terminate all subsidies abruptly, particularly
 
in situations in which a large amount of subsidized housing
 
has already been introduced in the market. The objective
 
should be to phase out general subsidies over a reasonable
 
period of time in order to establish viable, self-financing
 
public sector housing institutions. The first step is initiat­
ing adequate cost accounting of the subsidies provided and
 
moving away from interest rate subsidies (which require annual
 
subsidy contributions during the life of the mortgage) toward
 
once-only write-down subsidies. Specialized modest subsidies,
 
which have a national purpose, might be appropriate for clearly
 
defined situations.
 

6. There is a major role for the public sector in meeting
 
overall housing needs. AID believes the priority among the
 
three public sector roles (to build, to finance, and to facili­
tate) should be:
 

To Build
 

The public sector's primary responsibility is to ensure
 
that an adequate amount of urbanized land is available for
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residential development. The priority therefore should be on
 

development of sites and services projects with core house
 

(for example, the Housing Guaranty projects in Tunis
units 

and Nairobi). Secondly, the existing housing stock should be
 

conserved, and therefore settlement upgrading projects should
 
The public sec­be given major emphasis on a city wide basis. 


tor should build complete housing units only if a special
 
(for example, to introduce the
objective is to be achieved 


concept of apartments for middle-income groups as was done by
 
or if the pri­the Korean Housing Corporation with HG loans), 


vate sector cannot be induced to take the risk or does not
 

have the capacity.
 

To Finance
 

The public sector has a major responsibility to ensure
 

an adequate housing finance system is working throughout the
 
country. The government should be encouraged to provide
 
sufficient equity and "seed capital" to assist housing finance
 
institutions, but the ultimate burden must be on mobilizing
 
private savings.
 

To Facilitate
 

The public sector has both the responsibility and the
 

opportunity to make a major contribution to housing through
 
its ability to facilitate actions by the private and popular
 

sectors. It can do this by ensuring that there is an appro­

priate legislative base, an effective government housing
 
administrative system oriented to encourage the private and
 

popular sectors to achieve their role in the overall housing
 
delivery system.
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APPENDIX
 

DATA NEEDED TO DEVELOP A NATIONAL HOUSI1G POLICY
 

In order to develop a national housing policy it is
 
desirable to have certain basic data. In the case of coun­
tries at a relatively early stage of development, these may
 
not be available in complete, detailed, or accurate form.
 
This does not mean that the process of policy formulation and
 
planning has to stop until such data are developed, or that
 
time-consuming and expensive censuses are immediately neces­
sary. Indeed, many important initial policy decisions (such
 
as the decision to establish housing finance institutions or
 
to initiate a pilot project to test new housing concepts)
 
can be made with a minimum of data, and should be made very
 
early in the work. As time goes on, increasing information
 
should make possible a more exact determination of existing
 
conditions, demand and resources.
 

When existing conditions, future demand, and resources
 
expected to be available are approximately known, a country
 
can determine its goals and objectives in terms of its own
 
relative set of values and overall development plans. In
 
addition to the data listed below, each country possesses many
 
other characteristics -- historical, cultural, political,
 
psychological, social, and religious -- which affect the
 
housing policy at least as much as the facts themselves. The
 
values it places on different aspects of living such as educa­
tion, health, food, recreation, and religious observances,
 
as well as on housing, will influence its decisions. How­
ever, these variables, important as they are, can operate
 
realistically only within a framework of measurable facts.
 
Without them, it is difficult to establish a balanced outlook
 
on the housing problem and to respond to the many competing
 
claims for attention arising from special interest groups
 
during the process of policy formulation.
 

In planning a program for data collection the distinc­
tion between urban and rural housing referred to in Chapter
 
II, Section B should be kept in mind. Since the situation
 
is more likely to be critical in the burgeoning urban cdn­
ters than in the rural areas, the first surveys should be
 
made there.
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NATIONAL ECONOMIC STATISTICS
 

During the past few years many countries, even those at
 
an early stage of development, have set up at least a rudi­
mentary method of collecting and keeping national econom -i
 
statistics, which, in spite of any deficiencies they may
 
have, still comprise the best set of measurements of a coun­
try's resources, overall economic situation, and potential
 
for growth -- and, therefore, of the potential resources for
 
housing. The following are needed, both for the current
 
time period and going back in time for 10 to 15 years or
 
whatever period is possible:
 

1. The gross national product, which can be pro­

jected with various assumptions, its rate of growth in the
 

future, and per capita GNP, which can be projected into the
 

future in relation to assumed or projected population trends.
 

If GNP targets or forecasts are a part of the overall economic
 

development plan, these can be used for the housing data.
 

2. The amount and proportion of GNP represented by fixed
 
capital formation, from which projections can be made on the
 
basis of various assumptions.
 

3. The proportion of GNP and of fixed capital formation
 
represented by dwelling formation, from which projections
 
can be made of the total resources likely to be available for
 
housing under different policies.
 

4. Imports, exports, the balance of foreign trade and
 
cumulative foreign indebtedness -- to be used in determining
 
the allowable foreign exchange component of t-he housing pro­
gram.
 

5. Reserves of limestone, iron, clay,.copper, other min­
erals; forest reserves suitable for lumber; and quantities pro­
duced of each of these -- to be used in determining likely
 

constraints on housing construction due to materials shortages,
 
appropriate housing technologies and foreign exchange require­
ments.
 

POPULATION AND EMPLOYMENT
 

With a few notable exceptions, most countries have some
 
kind of basic population and employment data available, based
 
on various kinds of local registration, land tenure informa­
tion, head counts and censuses. The following data, obtained
 
both for the current period and for the past, represents a
 
useful framework and basis for projections:
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1. Population, by age and sex group, preferably by
 
administrative subdivisions of some sort.
 

2. The proportion of the population in the labor force,
 

by age and sex group, and the proportion of the labor force
 

employed in agriculture, mining, industry, construction,
 
transportation, trade and services.
 

3. Household or family composition and distribution by
 

number of persons, sex, age, and occupation or economic group.
 

4. Birth and death rates, age-specific if possible, and
 

the resulting rate of natural increase of population.
 

5. Population classified into urban and rural; urban
 

growth rates, if possible, both classified by size of urban
 

area, again, if possible.*
 

6. Migration patterns, from rural to urban areas, among
 

urban areas and between the country and other countries, to
 

be used with information on urban growth rates in determining
 

the likely location of housing activity.
 

HOUSEHOLD INCOME AND EXPENDITURES
 

Although it may be difficult to obtain, it is desirable
 

to have information on household income and expenditure pat-


These are the basis of housing demand, which together
terns. 

with information on existing housing conditions, housing
 

technologies, costs, and resources should be used to establish
 

housing goals and objectives.
 

* The definition of "urban" and "rural" will vary from
 

country to country, depending upon its unique characteristics.
 

In Pakistan, the 1961 Census defined "urban" as "all 
Munici­

palities, civil lines, cantonments and any other area inhab­

itated by not less than 5,000 persons and consisting 
of a con-


In Latin America a lower limit
 tinuous collection of houses." 

of 2,000 persons is often used.
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1. Number of persons per household or family, and
 
age, sex, and occupation of members.
 

2. Number of hours worked per week, wage rates and
 
earnings of household members.
 

3. Total household income, and income by source, if
 
possible.
 

4. Net worth of household, and equity in housing.
 

5. Annual or monthly household expenditures by major

categories such as food, clothing, personal effects, trans­
portation, housing utilities, household effects, services,

and taxes by income group, and separately for homeowners, if
 
possible.
 

This information should be given a relatively high pri­
ority. It can be obtained only with a special-purpose sample
 
survey of households by skilled and well-trained investigators

supported by competent statistical data processing staff.
 

6. If data on household income and expenditures are
 
not available, information should be assembled from other
 
sources on the typical earnings or wages of major occupa­
tional or economic groups; agricultural laborers, unskilled,

semi-skilled and skilled industrial workers, small manufac­
turers, operators of vehicles such as autorickshaws, pedicabs,

and donkey carts, service people such as small repairers,

tailors shoemakers and tradesmen, construction workers, gov­
ernment workers, clerical workers and lower, upper and middle
 
management. From these and information on per capita income
 
from the national accounts it should be possible to construct
 
a rough income distribution curve and to estimate housing

expenditures.
 

HOUSING AND HOUSING USE CONDITIONS
 

The United Nations has recently published reports on the
 
recommended content and methodology for making a housing cen­
sus in 1970 and for estimating housing needs.* In many
 

*Principles and Recommendations for the 1970 Housing

Censuses (United Nations publication, Sales No. 67.XVII.4) and
 
Methods of Estimating Housing Needs (United Nations publication,
 
Sales No. 67.XVII.15).
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developing countries no comprehensive housing data exists.
 
Unless fairly detailed housing censuses have recently been
 
made, a complete picture of a country's current housing situa­
tion is not likely to be available. Yet there has to be some
 
factual basis to build policy upon. Fortunately, modern
 
techniques of statistical sampling have progressed to the
 
point where, with properly structured small samples, surveys
 
in depth can be made of the current housing situation in a
 
country and the results processed and analyzed in a relatively
 
short time and at relatively small expense.
 

Since the geopgraphical area involved would be limited
 
it may be possible to use older school children, teachers and
 
members of the armed forces or other government workers to
 
collect the data from the sample selected.
 

1. Construction material, separately for walls, roofs,
 
floors and compound walls, if any. Structural type: free­
standing, row, multi-level, other.
 

2. Size and facilities: floor space, number of habit­
able rooms, kitchen, washplace, toilet, and bath.
 

3. Utilities: water, sewerage, septic tanks, electric­
ity, gas, telephone, solid waste disposal, either on the
 
property or as community facilities.
 

4. Size of lot, percentage of ground covered by dwellings,
 
and area of open space.
 

5. Age of structure: How constructed: contractor or
 
builder, government, community or friends, or self-built.
 

6. Land: owned, leased, community owned, or squatter.
 

7. House: owned, leased, or community owned.
 

8. Occupancy: number of families or households; Num­
ber of occupants: age, sex, marital status, occupation,
 
earnings and educational characteristics of household members.
 

9. Household income, net worth and equity in housing.
 

10. Monthly expenditures for housing and utilities.
 

11. Physical condition of dwelling.
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The physical condition of the dwelling should be deter­
mined as part of the housing survey. In the developed coun­
tries, this deals with both the condition of the structure
 
and of the facilities and utilities within it. This is
 
necessary because most housing units are relatively large,
 
many are in multi-story structures and they are constructed
 
of materials with a long and uniform lifespan. In the devel­
oping areas, on the other hand, most housing units are rela­
tively small, they are in single-story or two-story structures,
 
and they are constructed of materials with widely varying
 
useful lifespans. A house constructed of straw mats over a
 
wooden frame may require rebuilding every two years. One
 
of soil blocks or stone with a mud roof may require rebuild­
ing every five years. And a mud house may require rebuild­
ing after 20 years.
 

There is little danger from structural failure; indeed,
 
the concept of physical deterioration means little under
 
such conditions. On the other hand, there are very large
 
concentrations of population in the urban centers of the
 
developing world, where with a few exceptions utilities are
 
very poor, and environmental conditions are severe. An
 
attempt should, therefore, be made to assess the adequacy
 
of water supply, sewerage and other means of disposal of
 
sanitary wastes, drainage, and qolid waste disposal facilities
 
for each dwelling unit.
 

14. Construction costs (cash costs plus inputed value
 
of labor).
 

13. Consumption of major utility items. Cubic feet
 
(meters) of water consumed per month, kilowatts of electric­
ity and cubic feet (meters) of gas.
 

14. Financing and current costs. Purchase price,
 
amount of mortgage, terms of mortgage, monthly payments
 
on mortgage, equity. Monthly rent, if rented. Monthly
 
maintainence costs. Monthly taxes. Monthly utilities costs.
 

15.. Cross tabulations. In order to relate existing
 
housing conditions to the characteristics of the population
 
it will be necessary to make cross tabulations of household
 
income, net worth and equity in housing versus construction
 
materials, size and facilities, utilities, size of lot, age
 
and construction, land and home tenure, occupancy, and
 
physical condition. Together these will provide a very
 
good indication of current housing conditions as a basis
 
for housing policy.
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MATERIALS, CONSTRUCTION COSTS,
 
AND ECONOMIC LINKAGES
 

Materials requirements and costs are necessary to relate
 
housing goals and objectives, technologies, demand and resources.
 

1. Costs and Quantities of Materials for Dwelling Unit
 
Construction. Unit costs such as those per square meter or
 
linear meter of various construction elements of a dwelling
 
are not needed for formulation of policy. For this purpose,
 
there are needed average costs of typical dwelling units of
 
various sizes and grades, including varying degrees of ser­
vices, for instance the grades would specify whether there
 
was piped water in the dwelling and whether there was a sys­
tem of water-borne sewage disposal. The range of typical
 
dwelling types must be such as to afford housing for the
 
spectrum of consumer groups covered by the housing policy.
 
As indicated earlier in this paper, the solution for certain
 
very low-income groups may not be the provision of a new
 
dwelling at all but only certain improvements in supporting
 
services and facilities for existing dwellings. The average
 
costs permit a global estimate of total costs of a given num­
ber of dwellings or related improvements for a specified
 
user group. These estimates would indicate funding require­
ments for dwelling construction improvement. Also general
 
estimates of average quantities of materials for each dwel­
ling type and grade and the identification of import require­
ments would enable policy formulators "to try on for size"
 
various goals before incorporating them in policy.
 

2. Land Costs. Raw and as supplied with different
 
levels of roads and utilities to the site, in different
 
kinds of urban situations -- central, peripheral, in satel­
lite towns, and in new towns remote from currently developed
 
areas.
 

3. Costs of Providing Community Facilities per 1,000
 
Population. Schools, hospitals, and health facilities,
 
public transport if needed, community centers, parks and play­
grounds and other public buildings and services.
 

4. Economic Im act; Output in other economic activities
 
caused by one unit of expenditure for housing.
 

Because the demand for housing is income-elastic and
 
it is linked to so many other sectors, housing is normally
 
a key sector of the urban economy. Because it is relatively
 
labor-intensive, it is also an important source of employ­
ment and income. The construction of a house requires the
 

-71­



manufacture of ceramics and bricks, cement, glass, metal
 
products, and wood products. It requires transportation
 
and other services. And these, in turn, require other inputs,
 
which in their turn require other inputs.
 

One unit of expenditure for housing, therefore, generates

directly and indirectly a great deal of economic activity.
 
If an input-output model is available as part of the national
 
economic planning apparatus, it should be used to explore

the impact of the housing policy and resulting program upon
 
the rest of the economy.
 

It is important that the foreign exchange component of
 
housing be known fairly accurately: it may range from 15
 
to 35 percent of the cost of the structure, and affect the
 
balance of foreign trade substantially. The housing policy
 
should, to the greatest extent possible, minimize foreign
 
exchange requirements. In particular, care should be taken
 
that building standards do not increase the foreign exchange
 
requirements unnecessarily.
 

CONSTRUCTION INDUSTRY AND
 
PUBLIC HOUSING PROGRAMS
 

The construction industry and public housing programs
 
are important components of the housing delivery system.
 
In most developing countries, the construction industry is
 
relatively under-developed and should be supported by
 
public policy. In many countries, there are no centrally
 
collected statistics on the industry, yet some information
 
is needed. Useful data include:
 

1. Number and distribution by size (volume of construc­
tion or employees) of construction companies and entrepreneurs.
 

2. Number and distribution by size of construction com­
panies and entrepreneurs engaged in dwelling construction.
 
Number of public land development agencies, housing societies
 
and other public agencies with housing construction and land
 
development functions.
 

3. Number of persons employed. Occupations and skill
 
levels. Wages, hours worked and earnings paid.
 

4. Equipment: cranes, cement mixers, transportation,

earth-moving equipment.
 

5. Characteristics of operation: materials costs,
 
returns to capital. Management techniques. Financing.
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6. Number of architects and engineers available.
 

7. Acres of land urbanized and dwelling units built
 
per year.
 

8. Proportion of construction capacity currently
 
utilized.
 

9. Manpower training programs: training and apprentice­
ship programs. Carpentry, masonry, electrical, plumbing, etc.
 

10. Domestic production, consumption and importation of
 
major construction material items. The potential production
 
of construction materials is far different from the availabil­
ity of reserves of the basic or raw materials referred to
 
earlier. Effective production requires the elements of plant,
 
manpower, and distribution systems.
 

11. Technical assistance and technical training programs
 
for construction companies: selection of equipment, market­
ing, market analysis, procurement Df materials, construction
 
techniques, personnel management, and accounting and finan­
cial management.
 

HOUSING FINANCE
 

The existence of banks-and similar institutions, their
 
capital resources, and their ability to channel their
 
resources into housing need to be known. The existence or
 
lack of such institutions or of other channels for savings.
 
Cooperatives, savings and loan associations, and credit
 
unions obviously affect the country's ability to implement
 
housing policy. The housing policy is normally intensively
 
concerned with such inscitutions and their operation.
 

1. 'lumber and size distribution of banks and other
 
financial institutions. Organizational structure of the
 
finance industry.
 

2. Volume of demand deposits and time deposits. Sources
 
of deposits (voluntary savings, payroll deductions, government,
 
etc.).
 

3. Total volume and size distribution of loans.
 

4. Volume and size distribution of long-term loans
 
for housing. Terms of loans.
 

5. Volume and size distribution of short-term loans
 
for housing construction. Terms of loans.
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6. Public support for financial institutions: regula­
tory action, guidelines, loan guaranty programs, and capital
 
provided directly for loans.
 

PUBLIC FISCAL STRUCTURE
 

Data should be available about the country's fiscal
 
structure: what kinds of taxes it collects, from whom,
 
how much and for what these funds are expanded. The amount
 
of public money currently going into housing investment or
 
into supporting facilities in the form of loans or grants,
 
the effect of the land taxation system on land prices and
 
land speculation and the ways in which incentives are given
 
to encourage increases in housing demand and production need
 
to be known. These data should be collected from the agencies
 
involved.
 

Total revenues of all levels of government -- central,
1. 

provincial and local.
 

2. Revenues of each level of government from housing
 
and urban property. Types of taxes: site value, rental
 
value, property value, and other. Property assessment pro­
cedures, revenues from land development, revenues from hous­
ing related user charges.
 

3. Tax incentives to increase (or decrease) housing
 
demand and constkuction: income tax deductions and others.
 

4. Expenditures for housing and land development.
 

HOUSING AND LAND DEVELOPMENT
 
REGULATIONS AND LEGISLATION
 

1. Residential building standards, if any.
 

2.. Occupancy codes or standards related to housing.
 

3. Physical planning, if any: date and coverage of
 
plans for physical development of major urban centers.
 

4. Zoning regulations, building permit systems, and
 

building inspection procedures.
 

5. Planning enabling legislation, if any.
 

6. Existing governmental structure for housing regula­
tion, finance, and production.
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